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In the opinion of Orrick, Herrington & Sutcliffe LLp, Special Counsel to the County, based upon an analysis of existing laws, regulations, rulings and
wrt decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, the portion of each
we Rental Payment paid by the County under the Sublease designated as and evidencing and representing inferest and received by the Owners of the
ertificates is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from
ate of California personal income taxes. In the further opinion of Special Counsel, interest is not a specific preference item for purposes of the federal
dwidual or corporate alternative minimum taxes, although Special Counsel observes that such interest is included in adjusted current earnings when
deulating corporaie alternative minimum taxable income. Special Counsel expresses no opinion regarding any other tax consequences related to the

‘crual or receipt of the interest portion of the Base Rental Payments or the ownership or disposition of the Certificates. See “TAx MATTERS.”

$23,600,000
COUNTY OF SANTA BARBARA
2008 CERTIFICATES OF PARTICIPATION

$17,000,000 $6,600,000
Series A-1 Series A-2

ated: Date of Delivery Due: December 1, as shown on inside cover

The $23,600,000 aggregate principal amount of County of Santa Barbara 2008 Certificates of Participation, comprised of $17,000,000 principal
nount of Series A-1 Certificates (the “Series A-1 Certificates™) and $6,600,000 principal amount of Series A-2 Certificates (the “Series A-2
ertificates” and together with the Series A-1 Certificates, the “Certificates™) are being executed and delivered to provide funds, together with other
wiully available moneys, to: (i) finance the costs of acquisition, installation and construction of capital improvements (collectively, the “Project™;
J pay capitalized interest on all or a portion of the Series A-1 Certificates: (iif) fund a reserve fund as security for the Certificates; and (iv) pay certain
wsts associated with the delivery of the Certificates. See “THE PROJECT” and “ESTIMATED SOURCES AND USEs OF CERTIFICATE PROCEEDS.”

The Certificates evidence and represent the proportionate, undivided interest of the owner thereof in the base rental payments (the “Base Rental
ayments”) to be made by the County of Santa Barbara, California (the “County™ to the Santa Barbara County Finance Corporation, Inc. {the
-orporation”’} pursuant to the terms of a Subjease, dated as of June I, 2008 (the “Sublease™), by and between the Corporation and the County, pursuant

which the County will lease certain real property and buildings, structures, fixtures and improvements thereon (the “Demised Premises™) from the
srporation. See “SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES,”

The County covenants under the Sublease that, so long as the Demised Premises are available for use and occupancy by the County, the County
iil take such action to include all Base Rental Payments in its annual budgets and to make the necessary annual appropriations therefore and 1o
aintain certain types of insurance on the Demised Premises, the obligation of the County to make Base Rental Payments is subject to abatement in
e event of damage or destruction to, or condemnation of or title defects to the Demised Premises or any portion thereof. See “INVESTMENT
ONSIDERATIONS~Abatement.”

The Certificates will be executed and delivered pursuant to a Trust Agreement, dated as of June 1, 2008 (the “Trust Agreement”) by and among
¢ County, the Corporation and U.S. Bank National Association, as trustee (the “Trustee™). The Certificates will be delivered as fully registered
rtificates, without coupons, in book-entry only form, registered in the name of Cede & Co., as nominee for The Depository Trust Company, New
otk, New York (“DTC”). Ownership interests in the Certificates will be available to the beneficial owners thereof in denominations of $5,000 or any
tegral multiple thereof under the book-entry system maintained by DTC. Purchasers of the Certificates will not receive physical certificates
presenting their ownership interest in the Certificates. So long as DTC or its nominee is the registered owner of the Certificates, payments of the
-incipal component of and interest with respect to the Certificates will be made directly to DTC or its nominee, which will in turn remit such payments
- the beneficial owners of the Certificates. Interest due with respect to the Certificates is payable on each June 1 and December 1, commencing
ecember 1, 2008,

The Series A-1 Certificates are subject to optional and extraordinary prepayment prior to their stated maturities as described herein. The
eries A-2 Certificates are subject to optional and extraordinary prepayment prior to their stated maturities as described herein. See “THE
ERTIFICATES—Prepayment Provisions.”

NEITHER THE CERTIFICATES NOR THE OBLIGATION OF THE COUNTY TO MAKE BASE RENTAL PAYMENTS CONSTITUTES AN
BLIGATION OF THE COUNTY FOR WHICH THE COUNTY IS OBLIGATED TC LEVY OR PLEDGE ANY FORM OF TAXATION OR FOR
vHICH THE COUNTY HAS LEVIED OR PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR THE OBLIGATION
'F THE COUNTY TO MAKE BASE RENTAL PAYMENTS CONSTITUTE A DEBT OF THE COUNTY, THE STATE OF CALIFORNIA OR ANY
OLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR
ESTRICTION.

Aninvestment in the Certificates involves risk. For a discussion of factors that should be considered in evaluating an investment in the Certificates,
1 addition to the other matters presented in this Official Statement, see “INVESTMENT CONSIDERATIONS,”

MATURITY SCHEDULE
{See Inside Cover)

This cover page contains certain information for general reference only. It is not intended as a summary of this transaction. Investors are advised
v read the entire Official Statement in its entirety to obtain information essential to making an informed investment decision.

The Certificates are gffered when, as and if delivered and received by the Underwriter subject to the approval of certain legal matters by Orrick,
‘errington & Surcliffe LLP, California, Special Counsel to the County. Certain legal maiters will be passed upon for the Corporation and the County by
‘ounty Counsel and by Lofion & Jennings, San Francisco, California, Disclosure Counsel and for the Underwriter by Fulbright & Jaworski L.L.P,
03 Angeles, California, Underwriter’s Counsel. It is anticipated that the Certificates will be avatlable in book-entry only form through the facilities of
'TC in New York, New York, on or about June 26, 2008.

Banc of America Securities LLC
ated: June 12, 2008.
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MATURITY SCHEDULE
$23,600,000
COUNTY OF SANTA BARBARA
2008 CERTIFICATES OF PARTICIPATION

$17,000,000 Series A-1

Maturity Principal Interest Price or CUSIP No.'
(December 1) Component Rate Yield (801321)
2011 $655,000 4.000% 2.870% Y7
2012 680,000 4.000 3.160 JZ4
2013 710,000 4.000 3.310 KA7
2014 735,000 4.000 3.480'™ KBS
2015 765,000 4.000 3.640' KC3
2016 800,000 4.000 3.800™ KD1
2017 830,000 4.000 3.960'™ KE9
2018 865,000 4.000 4110 KF6
2019 895,000 4.000 4.240 KG4
2020 935,000 4.200 4.380 KH2
2021 970,000 4.375 4.500 KJ8
2022 1,015,000 4.500 4.600 KK5
2023 1,060,000 4.500 4.700 KL3
2024 1,110,000 4.625 4.750 KM1
2025 1,160,000 4,625 4.800 KN9
2026 1,215,000 4.750 4.850 KP4
2027 1,270,000 4.750 4.900 KQ2
2028 1,330,000 4,750 4.950 KRO

$6,600,600 Series A-2

Maturity Principal Interest Price or CUSIP No.!
{(December 1) Component Rate Yield (801321)
2008 $140,000 3.000% 1.750% KS8
2009 330,000 3.000 2.000 KT6
2010 340,000 3.000 2.460 KU3
2011 350,000 3.000 2.870 KVi
2012 360,000 4.000 3.160 KW9
2013 375,000 4.000 3.310 KX7
2014 390,000 4.000 3.460 KY5
2015 405,000 4.000 3.610 KZ2
2016 425,000 4.000 3,760 LA6
2017 440,000 4.000 3.910 LB4
2018 460,000 4.000 4,060 LC2
2019 475,000 4.000 4.190 LDO
2020 495,000 4.200 4.330 LE8
2021 515,000 4.300 4.450 LF5
2022 540,000 4375 4.550 LG3
2023 560,000 4.500 4.650 LH1

Copyright 2008, American Bankers Association, CUSIP data herein is provided by Standard and Poor’s, CUSIP Sexvice Bureau, a division

of The McGraw-Hill Companies, Inc. This data is not intended to create a database and does not serve in any way as a substitute for the
CUSIP Service. CUSIP numbers are provided for convenience of reference only. None of the County, the Corporation or the purchaser(s)
take any responsibility for the accuracy of such CUSIP numbers. The CUSIP number for a specific maturity is subject to being changed
after the issuance of the 2008 Certificates as a result of various subsequent actions inciuding, but not limited to, a refunding in whole or 1n
part of such maturity.

Priced to call at 100% on December 1, 2013,
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The information contained herein has been obtained from sources that are believed to be reliable. No
representation, warranty or guarantee, however, is made by the Underwriter as to the accuracy or completeness of
any information in this Official Statement, including, without limitation, the information contained in the appendices
hereto, and nothing contained in this Official Statement is or shall be relied upon as a promise or representation by
the Underwriter. All summaries of the Sublease, the Lease, the Trust Agreement, the Assignment Agreement and
other documents are made subject to the provisions of such documents and do not purport to be complete statements
of any or all of such provisions.

No dealer, broker, salesperson or other person has been autherized by the County, the Corporation or the
Underwriter to give any information or to make any representations, other than those contained in this Official
Statement, and if given or made, such information or representation must not be relied upon as having been
authorized by any of the foregoing. This Official Statement does not constitute an offer o sell or the solicitation of
an offer to buy nor shall there be any sale of the certificates by any person in any jurisdiction in which it is unlawful
for such person to make such offer, solicitation or sale. The information and expressions of opinion herein are
subject to change without notice and neither the delivery of this Official Statement nor any sale of the Certificates
shall under any circumstances create any implication that there has been no change in the affairs of the County, the
Corporation or other matters described herein since the date hereof,

This Official Statement and the information contained herein are subject to completion or amendment
without notice. Under no circumstances shall this Official Statement constitute an offer to selt or the solicitation of
an offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or
sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

This Official Statement contains forecasts, projections, estimates and other forward-looking statements that
are based on current expectations. The words “expects,” “forecasts,” “projects,” “intends,” “anticipates,”
“estimates,” “budget” “assumes” and analogous expressions are intended to identify forward-looking statements.
Such forecasts, projections and estimates are not intended as representations of fact or guarantees of results. Any
such forward-looking statements inherently are subject to a variety of risks and uncertainties that could cause actual
results or performance to differ materially from those that have been forecast, estimated or projected. Such risks and
uncertainties include, among others, changes social and economic conditions, federal, state and local statutory and
regulalory initiatives, litigation, population changes, seismic evenits and various other events, conditions and
circumstances, many of which are beyond the control of the County or the Corporation. These forward-looking
statements speak only as of the date of this Official Statement. The County and the Corporation disclaim any
obligation or undertaking to release publicly any updates or revisions to any forward-looking statement contained
herein to reflect any changes in the expectafions of the County or the Corporation with regard thereto or any change
in events, conditions or circumstances on which any such statement is based.

IN CONNECTION WITH THE OFFERING OF THE CERTIFICATES, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF
THE CERTIFICATES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARXET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE CERTIFICATES HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE
COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAS THE TRUST
AGREEMENT BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN
RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS. THE REGISTRATION OR
QUALIFICATION OF THE CERTIFICATES IN ACCORDANCE WITH APPLICABLE PROVISIONS OF THE
SECURITIES LAWS OF THE STATES, IF ANY, IN WHICH THE CERTIFICATES HAVE BEEN
REGISTERED OR QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR QUALIFICATION IN
CERTAIN OTHER STATES CANNOT BE REGARDED AS A RECOMMENDATION THEREOF. NEITHER
THESE STATES NOR ANY OF THEIR AGENCIES HAVE PASSED UPON THE MERITS OF THE
CERTIFICATES OR THE ACCURACY OR COMPLETENESS OF THIS OFFICIAL STATEMENT. ANY
REPRESENTATIONS TO THE CONTRARY MAY BE A CRIMINAL OFFENSE.

The Underwriter has provided the following sentence for inclusion in this Official Statement: The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to investors under the federal security laws as applied to the facts and circumstances of this
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.
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$23,600,000
COUNTY OF SANTA BARBARA
2008 CERTIFICATES OF PARTICIPATION

$17,000,000 $6,600,0600
Series A-] Series A-2

INTRODUCTION

This Introduction is subject in all respects to the more complete information contained elsewhere
in this Official Statement, and the offering of the Certificates to potential investors is made only by means
of the entive Official Statement. All statements contained in this introduction are qualified in their
entirety by reference to the entire Official Statement. References to, and summaries of, provisions of the
Constitution and laws of the State of California and any documents referved fo herein do not purport to
be complete and such references are qualified in their entirety by reference to the complete provisions.
Capitalized terms used in this Official Statement and not defined elsewhere herein have the meanings
given such terms under the Trust Agreement (defined below) or the Sublease (defined below). See
APPENDIX D—"SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS-DEFINITIONS. ”

General; Purpose

The purpose of this Official Statement, including the cover page and the appendices hereto, is to
furnish information in connection with the execution and delivery of $23,600,000 aggregate principal
amount of County of Santa Barbara 2008 Certificates of Parlicipation, comprised of $17,000,000
principal amount of Series A-1 Certificates (the “Series A-1 Certificates”) and $6,600,000 principal
amount of Series A-2 Certificates (the “Series A-2 Certificates™ and together with the Series A-1
Certificates, the “Certificates™). The Certificates will be executed and delivered pursuant to a Trust
Agreement (the *“Trust Agreement”) dated as of June 1, 2008 by and among the County of Santa Barbara
(the “County™) the Santa Barbara County Finance Corporation, Inc. (the “Corporation”) and U.S. Bank
National Association, as trustee (the “Trustee™).

The Certificates are bemng delivered to: (1) finance the costs of the acquisition, installation and
construction of capital improvements (collectively, the “Project™); (1i) pay capitalized interest on alior a
portion of the Series A-1 Certificates; (iii) fund a reserve fund as security for the Certificates; and (iv) pay
certain costs of delivery associated with the Certificates, all as more fully described herein. See “THE
PROJECT” and “ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS.”

Security and Sources of Payment

General. The County owns certain real property and buildings, structures, fixtures and
improvements thereon (the “Demised Premises™) that the County, as lessor, will lease to the Corporation, as
lessee, pursuant to the terms and conditions of a Lease, dated as of June 1, 2008 (the “Lease”). Pursuant to
the terms and conditions of a Sublease, dated as of June I, 2008 (the “Sublease™), by and between the
Corporation, as lessor and the County, as lessee, the Corporation will sublet the Demised Premises to the
County. The Certificates represent proportionate undivided interests of the registered owners thereof (the
“Owners”) in certain Base Rental Payments to be made by the County pursuant to the Sublease as rental
for the Demised Premises. See “SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES.”
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Pursuant to an Assignment Agreement, dated as of June 1, 2008 (the “Assignment Agreement”),
the Corporation will assign to the Trustee, for the benefit of the Owners of the Certificates, all of its
rights, title and interest in the Lease and the Sublease, including its right to receive Base Rental Payments,
and its right to exercise such rights and remedies conferred on the Corporation under the Sublease as may
be necessary to enforce payments of the Base Rental Payments when due or otherwise to protect its
interests in the event of a default by the County thereunder and its right of entry in and upon the Demised
Premises as provided in the Sublease. All nights assigned by the Corporation pursuant to the Assignment
Agreement will be exercised by the Trustee in accordance with the provisions of the Trust Agreement.

Under the Sublease, the County is required to make all Base Rental Payments in immediately
available funds to the Trustee for the use and occupancy of the Demised Premises, which payments are
scheduled in both time and amount to provide sufficient funds to pay, when due, the principal component
of and interest with respect to the Certificates. See “SECURITY AND SOURCES OF PAYMENT FOR THE
CERTIFICATES-Base Rental Payments.”

Covenant to Budget and Appropriate. The County agrees and covenants in the Sublease to take
such action as may be necessary to include all Base Rental Payments and Additional Rental Payments due
thereunder in each of its annual budgets and fo a make the annual necessary annual appropriations for ail
such payments. Such agreement and covenants arc deemed to be and are construed as duties of the
County imposed by law. See “SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES.”

Right of Substitution and Release. Pursuant to the Sublease, the County and the Corporation may
substitute other real property and the improvements, buildings, fixtures and equipment thereon for all or
any portion of the Demised Premises and may release any portion of the Demised Property upon
satisfaction of certain conditions. See APPENDIX D-“SUMMARY OF CERTAIN PROVISIONS OF THE
PRINCIPAL LEGAL DOCUMENTS—SUBLEASE.”

Abatement of Lease Payments. The obligation of the County to make Base Rental Payments
under the Sublease is subject to partial or complete abatement during any period in which, by reason of
material damage or destruction (other than by condemnation) there is substantial interference with the use
and occupancy by the County of any portion of the Demised Premises. See “SECURITY AND SQURCES OF
PAYMENT FOR THE CERTIFICATES—-Abatement.” and “INVESTMENT CONSIDERATIONS-Abatement.”
Abatement of Base Rental Payments under the Sublease could result in Owners receiving less than the
full amount of principal and interest on the Certificates, except to the extent proceeds of insurance
(including rental interruption insurance) or condemnation awards or moneys in the Reserve Fund (defined
herein) are available to make payments of principal of or interest on the Certificates (or the relevant
portion thereof) during periods of abatement of Base Rental Payments.

The County may clect to use insurance proceeds for repair, replacement or reconstruction of the
Demised Premises or may apply such proceeds to the prepayment of the Cerstificates. See APPENDIX D-
“SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS—-SUBLEASE.”

The abligation of the County to make Base Rental Payments does not constitute an
obligation of the County for which the County is obligated to levy or pledge any form of taxation or
for which the County has levied or pledged any form of taxation. Neither the Certificates nor the
obligation of the County to make Base Rental Payments constitute a debt of the County, the State
or any of any political subdivision thereof within the meaning of any Constitutional or statatory
debt limitation or restriction.



Reserve Fund

Pursuant to the Trust Agreement, a Reserve Fund is established for the benefit of the Owners of
the Certificates in an amount equal to the Reserve Requirement (as defined herein). Amounts on deposit
in the Reserve Fund will be used for the payment when due of all Base Rental Payments and under the
Sublease and payments with respect o the Certificates. See “SECURITY AND SOURCES OF PAYMENT FOR
THE CERTIFICATES-Reserve Fund” and APPENDIX D-“SUMMARY OF CERTAIN PROVISIONS OF THE
PRINCIPAL LEGAL DOCUMENTS-TRUST AGREEMENT-Funds and Accounts.”

On the date of delivery of the Certificates, the Corporation will deposit proceeds from the
Certificates in the amount of $1,985,842.50 into the Reserve Fund as security for the Certificates, which
amount is equal to the Reserve Requirement. See “SECURITY AND SOURCES OF PAYMENT FOR THE
CERTIFICATES-Reserve Fund.”

Investment Considerations

An investment in the Certificates involves nisk. Investors are advised to read the entire Official
Statement to obtain information essential to making an informed decision to invest in the Certificates.
For a discussion of certain investment considerations and risk factors that should be considered by
prospective purchasers of the Certificates, in addition to the other matiers presented in this Official
Statement, see “INVESTMENT CONSIDERATIONS”

The County

The Comty of Santa Barbara was cstablished by an act of the Legislature of the State of
California (the “State”) on February 18, 1850 and encompasses approximately 2,774 square miles of
which approximately one-third is located in the Los Padres National Forest.

The County is a general law county and political subdivision of the State of California and its
rights, powers, privileges, authority, functions and duties are established by the Constitution and laws of
the State. For additional information regarding the County, see APPENDIX A—"GENERAL ECONOMIC AND
DEMOGRAPHIC INFORMATION CONCERNING THE COUNTY OF SANTA BARBARA” and APPENDIX B-
“COUNTY OF SANTA BARBARA COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR THE FISCAL YEAR
ENDED JUNE 30, 2007.”

The Corporation

The Santa Barbara County Finance Corporation, Inc. (the “Corporation™) was organized in
July, 1983, as a California nonprofit public benefit corporation. The Corporation was formed for the
specific and primary purpose of providing financial assistance to the County and other entities within the
County in acquiring, constructing, improving, developing and installing certain real and personal property
together with appurtenances and appurtenant work for the use, benefit and enjoyment of the public. See
“THE CORPORATION.”

Continuing Disclosure

The County bas covenanted for the benefit of the beneficial owners of the Certificates to provide
certain financial information and operating data relating to the County by no later than nine months after
the end of each Fiscal Year commencing with the report for the Fiscal Year ended June 30, 2008 (each an
“Annual Report™), and to provide notices of the occurrence of certain enumerated events, if material. The
Annual Report will be filed with each National Recognized Municipal Securities Repository and with any
then existing Siate Repository (collectively, the “Repositorics™). The notices of material events will be
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filed with the Repositories. The specific nature of the information io be contained in the Annual Report
or the notices of material events is set forth in APPENDIX F—“FORM OF CONTINUING DISCLOSURE
AGREEMENT.” These covenants have been made in order to assist the Underwriter in complying with
S.E.C. Rule 15¢2-12(b)(5).

The County has never failed to comply in all material respects with any previous undertaking
pursuant to said Rule.

Reference to Documents

This Official Statement contains summaries of the Certificates, the security for the Certificates,
the Trust Agreement, the Lease, the Sublease, the Assignment Agreement, the Corporation, the County,
the Project and certain other information relevant to the delivery of the Certificates. Such descriptions do
not purport to be comprehensive or definitive. The audited financial statements of the County for the
Fiscal Year ended June 30, 2007 are included in APPENDIX B. The proposed form of legal opinion of
Special Counsel with respect to the Certificates is set forth in APPENDIX E. The information set forth in
this Official Statement has been furnished by the County and includes information which has been
obtained from other sources which are believed to be reliable but is not guaranteed as to accuracy or
completeness by the County or the Underwriter and is not to be construed as a representation by the
Underwriter. Copies of documents referred to herein and information concerming the Certificates are
available upon request from the County Auditor-Controller, County of Santa Barbara, 105 East Anapamu
Street, Room 303, Santa Barbara, California 93101. The County may impose a charge for copying,
mailing and handling.

THE PROJECT

The County will apply a portion of the net proceeds of the Certificates to finance certain capital
improvement projects and equipment, or such other equipment or capital improvement substituted for the
following which are identified in a Request of the County delivered to the Trustee (collectively, the
“Project”™):

Tajiguas Landfill Project. The County expects to use approximately $6.0 million of the proceeds
of the Certificates to install a low permeability liner at the Tajiguas Landfill. The installation of this liner
is part of a multi-phased project that will expand the landfill to provide sufficient capacity to meet the
disposal needs of the County for approximately 15 years. This liner phase will cover approximately
10 acres and will provide an additional two vears of capacity. Each of the phased liner projects are
required to be installed in order to protect groundwater in accordance with State environmental
requirements, Construction and installation of the liner is expected to commence in April 2008 and be
completed in November 2008.

Redevelopment Projects. The County will advance approximately $13.4 million of the proceeds
of the Certificates to the Santa Barbara County Redevelopment Agency (the “Agency”) pursuant 1o the
terms of a Repayment Agreement dated as of June 1, 2008. The Agency will use such amounts to
acquire, install and construct certain capital improvements in the Isla Vista Redevelopment Project Area,
including, but not limited to the widening of sidewalks; improvements o intersections; acquisition of
land, development of parking improvements; expansion and development of park facilities; various road,
public utilities and storm drain improvements; and construction and installation of landscaping
improvements. Implementation of the Redevelopment Projects is expected to comumence in June 2008
and be completed in June 2010.
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The County reserves the right to substitute other projects at a later date. Prospective purchasers
of the Certificates should also be aware that certain of the Project components listed above may only be
partially funded with proceeds of the Certificates and may receive additional funding from other sources,
including the General Fund of the County.

ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS
The Certificate proceeds are estimated to be used as set forth below:

TABLE 1
ESTIMATED SOURCES AND USES

Serieg A-1 Series A-2 Total
Sources:
Par Amount of Certificates $17.000,000.00 $6,600,000.00 $23,600,000.00
Less: Net Original Issue Discount (88,260.45) - (88,260.45)
Plus: Original Issue Premium — 25.391.15 25391.15
TOTAL SOURCES $16,911,739.55 $6,625,391.15 $23,537,130.70
Uses:
Deposit to Project Fund $13,400,060.00 6,000,000.00 $19,400,000.00
Deposit to Reserve Fund 1,430,479.77 555,362.73 1,985,842.50
Deposit to Capitalized Interest Fund"” 1,863,096.43 - 1,863,096.43
Delivery Costs® 218.163.35 70.028.42 288.191.77
TOTAL USES $16,911,739.55 $6,625,391.15 $23,537,130.70

(1) Represents capitalized interest on all of the Series A-1 Certificates through December 1, 2010 and on a portion of the Series
A-1 Certificates through June 1, 2011.

(2) Includes rating fees, legal fees, initial Trustee fees, printing costs, Underwriter's discount, and other expenses. For
informatien regarding the Reserve Requirement for the Certificates, see “SECURITY AND SOURCES OF PAYMENT FOR THE
CERTIFICATES—Reserve Fund”  For information regarding the Underwriter’s discount for the Certificates, see
“UNDERWRITING.”

THE CERTIFICATES
Description of the Certificates

The Certificates will be executed, sold and delivered in the aggregate principal amount of
$23,600,000, comprised of $17,000,000 principal amount of Series A-1 Certificates and $6,600,000
principal amount of Series A-2 Certificates, and will be dated their date of delivery. Interest with respect
to the Certificates will be payable at the rates per annum set forth on the inside cover page hereof, payable
semiannually on June 1 and December 1, commencing December 1, 2008 (each, an “Interest Payment
Date™), and will mature on December 1 in each of the designated years and in the principal amounts
shown on the inside cover of this Official Statement.

The Certificates will be executed, sold and delivered in fully registered form without coupons, in
denominations of $5,000 each or any integral multiple thereof. The Certificates will be issued in book-
entry only form, and when delivered, will be registered in the name of Cede & Co., as nominee of The
Depository Trust Company (“DTC”), New York, New York, which will act as securities depository for
the Certificates. So long as Cede & Co., as nominee of DTC, is the registered owner of the Certificates,
payments of the principal of, premium, if any, and interest on the Certificates will be made directly to
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DTC. Disbursement of such payment to Direct Participants and Indirect Participants is the responsibility
of the Direct Participants and the Indirect Participants, each such term as hereinafter defined. See
APPENDIX G-“DTC AND THE BOOK-ENTRY ONLY SYSTEM.”

Prepayment Provisions

Optional Prepayment of Series A-1 Certificates. The Series A-1 Certificates maturing on or
before December 1, 2013, are not subject to optional prepayment prior to their respective stated
Certificate Payment Dates.

The Series A-1 Certificates maturing on or after December 1, 2014, are subject to prepayment
prior to their stated Certificate Payment Date, at the option of the County, from any available source of
funds, as a whole or in part on any date on or after December 1, 2013 at 100% of the principal amount
evidenced and represented thereby without premium, plus interest evidenced and represented thercby
accrued to the date of prepayment.

Optional Prepayment of Series A-2 Certificates. The Series A-2 Certificates maturing on or
before December I, 2018, are not subject to optional prepayment prior to their respective stated
Certificate Payment Dates.

The Series A-2 Certificates maturing on or after December 1, 2019, are subject to prepayment
prior to their stated Certificate Payment Date, at the option of the County, from any available source of
funds, as a whole or in part on any date on or after December 1, 2018 at 100% of the principal amount
evidenced and represented thereby without premium, plus interest evidenced and represented thereby
accrued to the date of prepayment.

Extraordinary Prepayment. The Certificates of both Series are subject to prepayment prior to
their respective Certificate Payment Dates, upon notice, on any date as a whole or in part from such
Certificate Payment Dates from proceeds of insurance received for damage or destruction of the Demised
Premises or portions thereof and from eminent domain and title insurance proceeds with respect to the
Demised Premises at a prepayment price equal to the 100% of the principal amount or such part thereof
evidenced and represented by the Certificates to be prepaid plus accrued interest evidenced and
represented thereby to the date fixed for payment, without premium.

Prepayment Procedures

Selection of Certificates for Prepayment. 1f less than all the Outstanding Certificates of a Series
are to be prepaid on any one date, the Trustee is required to select the Certificate Payment Dates of the
Certificates of such Series to be so prepaid and the amount of Certificates with such respective Certificate
Payment Dates in accordance with the provisions contained in a Request of the County delivered in
accordance with the Sublease. In connection with an “Extraordinary Prepayment” as described above, the
Request of the County shall provide that the Certificates shall be selected among Series and Certificate
Payment Dates so that the annual Base Rental Payments payable after the prepayment is as nearly
proportional as practicable to the annual Base Rental Payments prior to such prepayment. If less than all
the Outstanding Certificates of any one Certificate Payment Date of any Series are to be prepaid on any
one date, the Trustee is required to select the Certificates of such Certificate Payment Date of such Series
to be prepaid by lot in any manner that the Trustee deems appropriate and fair, and the Trustee is required
to promptly notify the Corporation and the County in writing of the numbers of the Certificates so
selected for prepayment in whole or in part on such date.
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Notice of Prepgyment. The Trustee is required under the Trust Agreement to give notice of
prepayment by first class mail to the respective Owners of any Certificates designated for prepayment in
whole or in part prior to their prepayment date. Notice of prepayment is required to be mailed by first
class mail, not less than 30 nor more than 60 days prior to the prepayment date, to (i) the Securities
Depositories and (ii) one or more Information Services. Each notice of is required to state the date of
notice, the prepayment date, the prepayment place and the prepayment price, shall designate the Series,
the Certificate Payment Dates, CUSIP numbers, if any, and the serial numbers of the Certificates to be
prepaid by giving the individual pumber of each Certificate or by stating that all Certificates of a Series
between two stated numbers, both inclusive, have been called for prepayment, {in the case of any
Certificate called for prepayment in part only) state the part of the principal amount evidenced and
represented thereby which is to be prepaid, and state that the interest evidenced and represented by the
Certificates of a Series or parts thereof designated for prepayment will cease to accrue from and after such
prepayment date and that on such prepayment date there will become due and payable on each of the
Certificates of a Series or parts thereof designated for prepayment the prepayment price evidenced and
represented thereby.

Neither failure of the Trustee to mail any notice of prepayment nor any defect in the notice so
mailed will affect the sufficiency of the proceedings for the prepayment of any of the Certificates of a
Series for which notice was properly given.

Effect of Notice of Prepayment. 1f notice of prepayment is given as described in the Trust
Agreement and money for the payment of the prepayment price of the Certificates of a Series or parts
thereof to be prepaid is held by the Trustee, then on the prepayment date designated in such notice, the
Certificates or such parts thereof so called for prepayment will become payable at the prepayment price
evidenced and represented thereby as specified in such notice; and from and afier the date so designated
interest evidenced and represented by the Certificates or such parts thereof so called for prepayment will
cease to accrue, such Certificates or such parts thercof will cease to be entitled to such benefit, protection
or security of the Trust Agreement and the Owners of such Certificates will have no rights in respect of
the Trust Agreement except to receive payment of the prepayment price evidenced and represented by the
Certificates or such parts to be prepaid.

Additional Certificates

The County and the Corporation may execute and deliver Additional Certificates on a parity with
the Certificates, pursuant to the Trust Agreement. See APPENDIX D-“SUMMARY OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS —~TRUST AGREEMENT.”

Diebt Service Requirements

The County is required to make Base Rental Payments to the Corporation pursuant to the
Sublease five days prior to each June | and December 1, which amounts will be deposited into the Base
Rental Payment Fund established under the Trust Agreement to pay the principal of and interest
represented by the Certificates. The Base Rental Payment Schedule required for the Certificates is shown
in the table on the following page.
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TABLE 2
DEBT SERVICE REQUIREMENTS

Period Series A-1 Series A-2 Total Annual
Ending Principal Interest Total Principal Interest Total Debt Service
12/1/2008 - $318,043.85 $318,043.85 $140,000 $111,841.11 $251,841.11 $569,884.96
6/1/2009 - 369,341.25 369,341.25 ~ 127.780.00 127,780.00 -
12/17200% - 369,341.25 369,341.25 330,000 127,780.00 457,780.00 1,324,242 50

6/1/2010 - 369,341.25 369,341.25 - 122,830.00 122,830.00 -
12/1/2010 - 369,341.25 369,341.25 340,000 122,830.00 462,830.00 1,324,342 .50
6/1/2011 - 369,341.25 369,341.25 - 117,730.00 117,730.00 -
12/1/2011 $655,000 369,341.25 1,024,341.25 350,000 117,730.00 467,730.00 1,979,142.50
6/1/2012 - 356,241.25 356,241.25 - 112,480.00 112,480.00 -
12/172012 680,000 356,241.25 1,036,241.25 360,000 112, 480.00 472 A80.00 1,977,442.50
6/1/2013 - 34264125 342.641.25 -~ 105,280.00 105,280.00 -
12/1/2013 710,000 342,641.25 1,052,641.25 375,000 105,280.60 480,280.00 1,980,842.50
6/1/2014 - 328,44125 328,441.25 - 97,780.00 97,780.00 -
12/172014 735,000 328,441.25 1,063,441.25 390,000 97,780.00 487,780.00 1,977,442.50
6/1/2015 - 313,741.25 313,741.25 - 89,980.00 89,980.00 -
12/1/2015 765,000 313,741.25 1,078,741.25 405,000 89,980.00 494,980.00 1,977,442.50
6/1/2016 - 298,441.25 298.441.25 - £1,880.00 81.880.00 -
12/1/2016 800,000 298,441.25 1,098,441.25 425,000 81,880.00 506,880.00 1,985,642.50
6/1/2017 - 282,441.25 282,441.25 - 73,380.00 73,380.00 -
127172017 830,000 282,44125 1,112,441.25 440,000 73,330.00 513,380.00 1,981,642.50
6/1/2018 - 265,841.25 265,841.25 - 64,580.00 64,580.00 -
12/1/2018 865,000 265,841.25 1.130,841.25 460,000 64,580.00 524,580,00 1,985.842.50
6/1/2019 - 248,541.25 248,541.25 - 55,380.00 55,380.00 -
12/1/2019 893,000 248 54125 1,143,541.25 475,000 55,380.00 530,380.00 1,977,842.50
6/1/2020 - 230,641.25 230,641.25 - 45.880.00 45,880.00 -
12/1/2020 935,000 230,641.25 £,165,641.25 495,000 45,880.00 540,880.00 1,983,042.50
6/1/2021 — 211,006.25 211,006.25 - 35,485.00 35,485.00 -
12/1/2021 970,000 211,006.25 1,181,006.25 515,000 35.485.00 550,485.00 1,977.982.50
6/1/2022 - 189,787.50 189,787.50 - 24,412.50 24,412.30 -
12/1/2022 1,615,000 180,787.50 1,204,787.50 540,000 24,412.50 564,412.50 1,983,400.00
6/1/2023 - 166,950.00 166,950.00 - 12,600.00 12,60¢.00 -
12/1/2023 1,060,000 166,950.00 1,226,950.00 360,000 12,600.00 572,600.00 1,979,100.00
6/1/2024 - 143,100.00 143,100.00 - — - -
12/1/2024 1,110,000 143,100.00 1,253,100.00 - - - 1,396,200.00
6/1/2025 - 117,431.25 117,431.25 - - - -
12/1/2025 1,160,000 117,431.25 1,277,431.25 - - - 1,394,862.50
6/1/2026 - 90,606.25 90,606.25 - - - -
127172026 1,215,000 90,606.25 1,305,606.25 - - - 1,396,212.50
6/1/2027 - 61,730.00 61,750.00 - - — -
12/1/2027 1,270,000 61,750.00 1,331,750.00 - - - 1,393,500.00
6/1/2028 - 31,587.50 31,587.50 - - - -
12/1/2028 1,330,000 31.587.50 1.361.587.50 - - — 1,393.175.00
ToTAL $17.000,000 $9.892.471.35 $26,892471.35 36,600,000 $2,446,756.11 $9,046,756.11  $35,939,227.46
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SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES

Pledge Under the Trust Agreement

The Certificates represent a proportionate interest in Base Rental Payments to be made by the
County to the Corporation under the Sublease. The Basc Rental Payments are irrevocably pledged to the
Trustee for the benefit of the Owners for the payment of the interest and principal evidenced and
represented by the Certificates. The Corporation, pursuant to the Assignment Agreement, assigns to the
Trustee certain of its rights under the Sublease, including, but not imited to, (i) all rights of the Corporation
to receive and collect all of Base Rental Payments from the County under the Sublease; (ii) the right to
receive and collect any proceeds of any insurance maintained pursuant to the Sublease with respect to the
Denused Premises, or any condernnation award (or proceeds of sale under threat of condemnation) paid with
respect to the Demised Premises; and (iii) the right to exercise such rights and remedies conferred on the
Corporation under the Sublease as may be necessary or convenient to enforce payment of the Base Rental
Payments and any other amounts required to be deposited in the Base Rental Payment Fund or the
Insurance Proceeds Fund established under the Trust Agreement, or otherwise to protect the interests of
the Owners in the event of a defauit by the County under the Sublease.

The obligation of the County to make Base Rental Payments does nof constitute an
obligation of the County for which the County is obligated to levy or pledge any form of taxation or
for which the County has levied or pledged any form of taxation. Neither the Certificates nor the
obligation of the County to make Base Rental Payments constitate a debt of the County, the State
or any of political subdivision thereof within the meaning of any Constitutional or statutery debt
limitation or restriction.

Deposit of Base Rental Payments

The Trustee is required under the Trust Agreement to deposit the Base Rental Payments as
received into the Base Rental Payment Fund. All moneys deposited in the Base Rental Payment Fund are
held in trust by the Trustee for the benefit of the Owners of the Certificates and will be disbursed,
allocated, and applied solely for the uses and purposes set forth in the Trust Agreement.

So long as any Certificates are Outstanding, the Trustee will apply amounts on deposit in the
Base Rental Payment Fund to pay first the interest evidenced and represented by the Certificates to but
not including their respective Interest Payment Dates and second the principal evidenced and represented
by the Certificates on their respective Certificate Payment Dates.

Reserve Fund

General. A Reserve Fund for the Certificates is established by the Trust Agreement and is
required to be funded in the amount of the Reserve Requirement, which is an amount equal to the lesser of:
(i) 10% of the original principal amount of the Certificates; (1) 125% of the average annual principal and
interest with respect to all Outstanding Certificates or (1) the maximum annual principal amount and inferest
with respect to all QOutstanding Certificates. On the date of delivery of the Certificates, proceeds mn the
amount of $1,985,842.50, which is equal to the maximum annual principal amount and interest with respect
to the Certificates, will be deposited into the Reserve Fund, which amount is equal to the Reserve
Requirement.

Application of Reserve Fund. If on the Business Day before the date any payment of principal or
interest is required to be made, the amount on deposit in the Base Rental Payment Fund is insufficient to
make such payment, the Trustee is required to immediately notify the County of the fact and amount of
such insufficiency. If on any Interest Payment Date the amount on deposit in the Base Rental Payment
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Fund is insufficient to pay the interest due with respect to the Certificates on such date, or if on any
Certificate Payment Date the amount on deposit in the Base Rental Payment Fund is insufficient to pay
the principal due with respect to the Certificates on such date, the Trustee is required to transfer pro rata
from between subaccounts within the Reserve Fund and deposit in the Base Rental Payment Fund an
amount sufficient to make up such deficiency.

Amounts 1 the Reserve Fund in excess of the Reserve Fund Requirement will be transferred on
or about May 15 and November 15 of each year to the Base Rental Payment Fund or to such other fund as
directed by a Request of the County.

Pursuant to the Trust Agreement, the County may satisfy the Reserve Fund Requirement, in
whole or in part, at any time by the deposit with the Trustee for the credit of the Reserve Fund of a surety
bond, an insurance policy or letter of credit, or any combination thercof.

Covenant to Budget and Appropriate

The County agrees and covenants in the Sublease to take such action as may be necessary to
include all Base Rental Payments and Additional Rental Payments due under the Sublease in its annual
budgets and to make the necessary annual appropriations for all such payments, and to fumish to the
Trustee within 30 days after the final adoption thereof a Certification that the budget for the ensuing
Fiscal Year appropriates sufficient monies to make all payments due under the Sublease and to furnish to
the Corporation copics of each annual budget of the County within 60 days after the final adoption
thereof.

The Base Rental Payments are irrevocably pledged to the Trustee for the benefit of the Owners of
the Certificates. The County is required to make each Base Rental Payment to the Trustee no later than
five days before cach June 1 or December 1 which will be sufficient to pay, when due, the scheduled
principal and mterest represented by the Certificates. Base Rental Payments are not subject to
acceleration.

Pursuant to the Sublease, the County agtees to pay to the Corporation as Additional Rental such
amounts in each year as are required for the payment in full of all costs and expenses incurred by the
Corporation in connection with the execution, performance or enforcement or assignment of the Sublease,
including but not limited to payment of ali fees, costs and expenses and all administrative costs of the
Corporation and the Trustee in connection with the Demised Premises, the Sublease, the Assignment
Agreement and the Trust Agreement and all taxes, assessments and governmental charges of any nature
whatsoever levied or imposed by any govermnmental authority against the Corporation, the Demised
Premises or the rentals and the other payments required to be made by the County.

The obligation of the County under the Sublease to appropriate funds to pay Base Rental
Payments and Additional Rental is not limited fo any particular source of funds; and the County is
required to pay the Base Rental Payments and Additional Rental due under the Sublease from any
lawfully available funds of the County including, without limitation, amounts available from the General
Fund. See also “COUNTY FINANCIAL INFORMATION-Long Term Obligations—Direct and Overlapping
Debt.”

Insurance
Casualty Insurance. The County is required to procure or cause to be procured, and maintain or
cause to be maintained, throughout the term of the Sublease, insurance against loss or damage to any

structure constituting any part of the Demised Premises by fire and lightning, with extended coverage and
vandalism and malicious mischief insurance. The extended coverage insurance is required, as nearly as
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practicable, to cover loss or damage by explosion, windstorm, riot, aircraft, vehicle damage, smoke and
such other hazards as are normally covered by such insurance. Such insurance is required to be in an
amount equal to the replacement cost (without deduction for depreciation) of all structures constituting
any part of the Demised Premises, excluding the cost of excavations, of grading and filling and of the
land. The County may, in its discretion, insure the Demised Premises under blanket insurance policies
which insure not only the Demised Premises but also other properties as long as such blanket insurance
policies comply with the requirements of the Sublease. The County may, at its election, provide for
casualty insurance partially or wholly by means of a self-insurance program meeting the requirements set
forth in the Sublease. The net proceeds of such insurance are required to be applied as provided in the
Trust Agreement. Such insurance may at any time include a deductible clause providing for a deductible
not to exceed $1,000,000 for all losses in any year.

Business Intervuption fnsurance. The County is required to procure or cause to be procured, and
maintain or cause to be maintained, throughout the term of the Sublease, business interruption insurance
to cover loss, total or partial, of the use of any structures constituting any part of the Demised Premises as
the result of any of the hazards covered by the casualty insurance, in an amount sufficient to pay the total
Base Rental Payments for a period of at least 24 months. The net proceeds of such insurance are required
to be paid to the Trustee for deposit in the Base Rental Payment Fund.

Title Insurance. The County is required to obtain title insurance on the Demised Premises, in the
form of a leaschold owners title policy, in an amount equal to the sum of the aggregate principal
components of the Base Rental, issued by a company of recognized standing duly authorized to issue the
same, payable to the Trustee, subject only to Permitted Encumbrances.

Application of Insurance and Condemnation Proceeds. The proceeds of any casualty or title
insurance with respect to the Demised Premises, if received by the Corporation or the County, is required
to be paid immediately to the Trustee for deposit into the Insurance Proceeds Fund and used to repair or
replace the Demised Premises or if the County elects not to repair or replace the property damaged,
destroved or taken, for deposit into the Prepayment Account and applied to the prepayment of
Outstanding Certificates pursuant to the Trust Agreement at the earliest possible prepayment date.

The proceeds of any condemnation award arc required to be deposited by the Trustee in the
Prepayment Account and applied to the prepayment of Qutstanding Certificates pursuant to the Trust
Agreement at the earliest possible prepayment date.

Abatement

The Base Rental Payments will be abated during any period in which, by reason of matenal
damage or destruction, other than by condemnation, there is substantial interference with the use and
occupancy by the County of any portion of the Demised Premiscs. The amount of such abatement will be
such that the resulting Base Rental Payments do not exceed the Iesser of (1) the amount necessary to pay
the originally scheduled Base Rental Payments remaining unpaid and (i) the fair rental value for the use
and possession of the Demised Premises not so damaged or destroyed. Such abatement will continue for
the period commencing with the date of such damage or destruction and ending with the substantial
completion of the work of repair or replacement of the Demised Premises so damaged or destroyed. In
the event of any such damage or destruction, the Sublease will continue in full force and effect and the
County waives any right to terminate the Sublease by virtue of any such damage or destruction. See
“INVESTMENT CONSIDERATIONS-Abatement of Lease Payments.”
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Eminent Domain

If the Demised Premises (or portions thereof such that the remainder is not usable for public
purposes by the County) is taken under the power of condemnation or eminent domain, the term of the
Subiease will cease as of the day that possession is taken. If less than the entire Demised Premises is
taken under the power of condemnation or eminent domain and the remainder is usable for public
purposes by the County at the time of such taking, then the Sublease will continue in full force and effect
as to such remainder, and the parties waive the benefits of any law to the contrary, and in such event there
will be a partial abatement of the rental due under the Sublease in an amount equivalent to that proportion
of the Base Rental thereunder which the fair market value of the portion taken bears to the fair market
value of the Demised Premises as a whole. So long as any of the principal components of the Base Rental
remain unpaid any award made in eminent domain proceedings for taking the Demised Premises or any
portion thercof will be applied to the prepayment of the principal components of Base Rental Payments
and any remaining balance of any such award will be applied to the making of Additional Rental. Any
such award made after all of the Base Rental and Additional Rental have been fully paid, or provision
therefor made, will be paid to the Corporation and to the County as their respective interests may appear.

Default

If the County defaults in the observance or performance of any agreement, condition, covenant or
term contained under the Sublease, then the Corporation or its assignee may exercise any and all remedies
available pursuant to law or granted pursuant to the Sublease. In the event of default, the Corporation or
its assignee may (i) maintain the Sublease in full force and effect and recover rent and other monetary
charges as they become due without terminating the County’s right to possession regardless of whether or
not the County has abandoned the Demised Premises; or (ii) terminate the Sublease notwithstanding any
re-entry or re-letting of the Demised Premises and to re-enter the Demised Premises and remove all
persons in possession thereof and all personal property whatsoever situated upon the Demised Premises.
See APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS-LEASE.”
See “INVESTMENT CONSIDERATIONS-Limitations on Exercise of Remedies” for a discussion on the
limitations on the Trustee’s ability to exercise certain remedies if the City defaults under the Lease.

Demised Premises

Pursuant to the Sublease, the County will lease to the Corporation each of the premises described
below (collectively, the “Demised Premises™).

Santa Barbara Juvenile Hall. This single-story, approximately 22,467 square foot, steel frame,
wood truss, reinforced concrete and brick building and was constructed in 1965. This building is located
at 4500 Hollister Avenue in the unincorporated area of the County. The County Juvenile Probation
offices are located in this building,.

Probation Headguarters Building. This two-story, approximately 21,728 square foot, steel
frame, wood truss, reinforced concrete and stucco building is located on an approximately 0.96 acre site
and was constructed in 1965 and remodeled in the early 1990s. This building is located at 117 East
Carrillo Street in the City of Santa Barbara and includes 32 surface parking spaces. The main County
Probation offices are located in this building.

Betteravia Building A-Probation. This two-story, approximately 24,762 square foot, steel frame,
wood truss, reinforced concrete building is located on an approximately 1.69 acre site and was
constructed in 1991. This building is located at 2121 South Centerpointe Parkway in the City of Santa
Maria and includes an elevator and surface parking for approximately 108 vehicles.
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Betteravia Building B.
truss, reinforced concrete and

Maria. The County Public Health Department operates a clinic in this building.

The following table summarizes the details of the Demised Premises:

eel frame, wood

- . y cre site and was
constructed in 1991. This building is located at 2115 South Centerpointe Parkway in the City of Santa

Approx.
Approx.  Building
Original Acreage Square Ferm of Estimated
Demised Premises Address Completion Date of Site Footage Sublease Yalue
Santa Barbara Juvenile Hall Building 4500 Hollister Avenue 1965 - 22,467 127172028 $9,400,000'"
Probation Headquarters Building 117 East Carrillo Street 1965 0.96 21,728 127172028 9,000,000%
Betteravia Building A-Probation 2121 South Centerpointe Parkway 1991 1.69 24,762 12/1/2028 5,000,000
Betteravia Building B 2115 South Centerpointe Parkway 1991 2.24 25,075 12/572023 5.000,000%
TOTAL $28,406,000

o Repres;ems the replacement cost-new value of this building as of April 11, 2008 based upon a review completed by Schott

& Company Real Estate Appraisal & Consulting (the “Appraiser™).

Based upon an appraisal of this building completed by the Appraiser as of April 11, 2008,

Represents the estimated “as is” market value of this building as of April 8, 2008 based upon an appraisal of this building
completed by the Appraiser.

Estimated by the County based upon an appraisal of Building A Probation, which was constructed at the same time as this
component of the Demised Premises, has a similar footprint and is constructed of similar materials,

Source: County of Santa Barbara,

2}
&8

(4)

Substitution and Release of Demised Premises

The County and the Corporation may substitute and release real property as part or in place of
the Demised Premises for purposes of the Lease and the Sublease, but only after the County has filed with
the Corporation and the Trustee with copies to each rating agency then providing a rating for the
Certificates, certain information required by the Sublease. See APPENDIX D-“SUMMARY OF CERTAIN
PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS~SUBLEASE.”

INVESTMENT CONSIDERATIONS

This section provides a general overview of certain risk factors which should be considered, in
addition to the other maiters set forth in this Official Statement, in evaluating an investment in the
Certificates. This section is not meant lo be a comprehensive or definitive discussion of the risks
associated with an investment in the Certificates, and the order in which this information is presented
does not necessarily reflect the relative importance of various risks. Potential investors in the
Certificates are advised to consider the following factors, among others, and to review this entire Official
Statement to obtain information essential to the making of an informed investment decision. Any one or
more of the risk factors discussed below, among others, could lead to a decrease in the market value
and/or in the marketability of the Certificates. There can be no assurance that other risk factors not
discussed herein will not become material in the future.

No Acceleration Upon Default

If the County defaults on its obligations to make Base Rental Payments, a remedy of the Trustee,
as assignee of the Corporation, is to sue for the Base Rental Payments as they become due. In the event
of a default, there is no remedy of acceleration of the total Base Rental Payments due over the term
of the Sublease. The County, while it is lessee, will only be liable for the Base Rental Payments on an
annual basis, and the Trustee, as assignee of the Corporation, would be required to seek a separate
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judgment each year for that year’s defaulted Base Rental Payments. Any such suit for money damages
would be subject to limitations on legal remedies against counties in California. Alternatively, the
Trustee could take possession of the Demised Premises and re-let it if the County is in default. However,
the value of the Demised Premises to another party is uncertain, and, given the essential nature of the
governmental function of the Demised Promises, it is also uncertain whether a court would permit the
exercise of the remedies of repossession and re-letting of the Demised Premises.

Limitations on Remedies

The rights of the Owners of the Certificates are subject to the limitations on legal remedies
against countics in the State. Additionally, enforceability of the rights and remedies of the Owners of the
Certificates and the obligations incurred by the County may be subject to the United States Bankruptcy
Code and applicable bankruptcy, insolvency, reorganization, moratorium, or similar laws relating to or
affecting the enforcement of creditor’s rights generally, now or hereafter in effect. Equity principles may
limit the enforcement of certain remedies. Such limitations on remedies could result in delays, limitations
or modification of Owners’ rights.

The rights of the Owners of the Certificates are subject to the limitations on legal remedies
against counties in the State, including a limitation on enforcement of judgments against funds needed o
serve the public welfare and interest. Additionally, enforceability of the rights and remedies of the
Owners of the Certificates, and the obligations incurred by the County, may become subject to the
following: the Federal Bankruptcy Code and applicable bankruptey, insolvency, reorganization,
moratorium, or simiiar laws relating to or affecting the enforcement of creditor’s rights generally, now or
hereafter in effect; equity principles which may limit the specific enforcement under State law of certain
remedies; the exercise by the United States of America of the powers delegated to it by the Constitution;
and the reasonabie and necessary exercise in certain exceptional situations, of the police powers inherent
in the sovereignty of the State and its governmental bodies in the interest of serving a significant and
legitimate public purpose; and the limitations on remedies against counties in the State.

Bankruptcy proceedings, or the exercise of powers by the federal or State government, if
initiated, could subject the Owners of the Certificates to judicial discretion and interpretation of their
rights in bankruptcy or otherwise, and consequently may entail risks of delay, limitation, or modification
of their rights. Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code}, which governs
the bankruptcy proceedings for public agencics such as the County, there are no involuntary petitions in
bankruptcy. If the County were to file a petition under Chapter 9 of the Bankruptcy Code, the Owners,
the Trustee and the Corporation could be prohibited from taking any steps to enforce their rights under the
Sublease, and from taking steps to collect amounts due from the County under the Sublease.

Base Rental Payments Not a Debt of the County

The obligation of the County to make Base Rental Payments does not constitute a debt of the
County or of the State or of any political subdivision thereof within the meaning of any constitutional or
statutory debt limit or restriction, and does not constitute an obligation for which the County or the State

is obligated to levy or pledge any form of taxation or for which the County or the State has levied or
pledged any form of taxation.

Although the Sublease does not create a pledge, lien or encumbrance upon the funds of the
County, the County is obligated under the Sublease to pay the Base Rental Payments from any source of
available funds, and the County has covenanted in the Sublcase that it will take such action as may be
necessary to include all Base Rental Payments in its annual budgets and to make necessary annual
appropriations therefor. The County is currently liable and may become liable on other obligations
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payable from general revenues, some of which may have a priority over the Base Rental Payments. See
also “COUNTY FINANCIAL INFORMATION-Long Term Obligations-Direct and Overlapping Debt™

The County has the capacity to enter into other obligations which may constitute additional
charges against its general revenues. To the extent that additional obligations are incurred by the County
the funds available to make Base Rental Payments may be decreased. In the event the County’s revenue
sources are less than its total obligations, the County could choose to fund other activities before making
Base Rental Payments and other payments due under the Sublcase.

See also “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES, REVENUES AND
APPROPRIATIONS-Article XII1 B of the California Constitution.”

Valid and Binding Covenant to Budget and Appropriate

Pursuant to the Sublease, the County covenants {0 take such action as may be necessary to
mclude Base Rental Payments due in its annual budgets and to make necessary appropriations for all such
payments. Such covenants are deemed to be duties imposed by law, and it is the duty of the public
officials of the County to take such action and do such things as are required by law in the performance of
the official duty of such officials to enable the County to carry out and perform such covenants. A court,
however, in its discretion may decline to enforce such covenants. Upon delivery of the Certificates,
Special Counsel will render its opinion (substantially in the form of APPENDIX E—“PROPOSED FORM OF
LEGAL OPINION™} to the effect that, subject to the limitations and qualifications described therein, the
Sublcase constituies a valid and binding obligation of the County. As to the practical realization of
remedies upon default by the County, see “~Limitations on Remedies” and “—Limited Recourse Upon
Default.”

Abatement

The Sublease provides that the amount of Base Rental Payments and Additional Payments will be
abated during any period in which there is substantial interference with the use and possession of all or a
portion of the Demised Premises by the County by condemmnation, damage, destruction or title defect. See
“SECURITY AND SOURCES OF PAYMENT FOR THE CERTIFICATES-Abatement” and APPENDIX D-
“SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS—SUBLEASE.” Such abated
Base Rental Payments, together with other available moneys, if any, may not be sufficient to pay
principal and interest represented by the Certificates in the amounts and at the rates set forth herein. In
such an event, all Qwners of the Certificates would forfeit a pro rata portion of interest attributable to
abated Base Rental Payments payable during the period of abatement and, to the extent Certificates
mature during a period of abatement, the Owners of such Certificates would forfeit a pro rata portion of
principal attributable to such abated Base Rental Payments. The failure to make such payments of
principal and interest would not under such circumstances constitute a default under the Trust Agreement,
the Sublease or the Certificates.

It is not possible to predict the circumstances under which such an abatement of Base Rental
Payments may occur. In addition, there is no statute, case or other law specifying how such an abatement
of rental should be measured. For example, it is not clear whether fair rental value is established as of
commencement of the Sublease or at the time of the abatement. If the latier, it may be that the value of
the Demised Premises could be substantiaily higher or lower than its value at the date of delivery of the
Certificates. Abatement, therefore, could have an uncertain and material adverse effect on the security for
and payment of the Certificates.
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Limited Recourse Upon Defanit

if the County defaults on its obligations to make Base Rental Payments with respect to the
Demised Premises, the Trustee will have the right to re-enter the Demised Premises and either terminate
the Sublease or re-let the Demised Premises. In the event such re-letting occurs, the Sublease provides
that the County would be liable for any deficiency in Base Rental Payments that results there from. See
APPENDIX D—"SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS—-SUBLEASE.”

No assurance can be given that the Trustee will be able to re-let the Demised Premises so as to
provide rental income sufficient to pay principal and interest evidenced by the Certificates in a timely
manner. Furthermore, it is not certain whether a court would permit the exercise of the remedies of
repossesston and re-letting with respect to the Demised Premises.

No Acceleration

In the event of a default, there is no remedy of acceleration of the total Base Rental Payments due
over the term of the Sublease. The County will be liable only for Base Rental Payments on an annual
basis and, in the event of a default, the Trustee would be required to seck a separate judgment each year
for that year’s defaulted Base Rental Payments. Any such suit for money damages would be subject to
limitations on legal remedies against countics in California, including a limitation on enforcement of
Judgments against funds of a Fiscal Year other than the Fiscal Year in which the Base Rental Payments
were due and against funds needed to serve the public welfare and interest. APPENDIX D—"SUMMARY OF
CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL DOCUMENTS—SUBLEASE.”

No Liability by Corporation to the Owners

Except as expressly provided in the Trust Agreement, the Corporation shall pot have any
obligation or liability to the Owners of Certificates with respect to the payment when due of the Base
Rental Payments by the County, or with respect to the performance by the County of other agreements
and covenants required to be performed by it contained in the Sublease or Trust Agreement, or with
respect to the performance by the Trustee of any right or obligation required to be performed by it
contained in the Trust Agreement. The Corporation has no assets or revenues.

Natural Disasters

The obligation to pay Lease Payments may be adversely affected if the Demised Premises are
damaged or destroyed by natural disasters such as earthquake, flood or wildfire.

While the County currently maintains both earthquake insurance and flood insurance with respect
to the Demised Premises, the County has no obligation to continue either form of insurance through the
remainder of the lease term, Damage or destruction to the Demised Premises caused by earthquake or
flood could result in abatement of Base Rental Payments.

Pursuant to and under the circumstances described in the Subiease, the County is required to
maintain or 18 permitted to self-insure for casualty, workers’ compensation and standard comprehensive
public entity liability. The County may not self-insure for loss of use and occupancy of any portion of the
Demised Premises. See APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL LEGAL
DOCUMENTS-SUBLEASE-Insurance to be Maintained by the County.” However, no assurance can be
given that such insurance or self-insurance at the time of any casualty or loss will be adequate to cover
any claims that might arise.
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Wildfires. The County is exposed to a variety of wildfire hazard conditions ranging from very
low levels of risk along the coastal portions of the County, to extreme hazards in the inland and chaparral
covered hillsides of the Santa Ynez Mountains and the Los Padres National Forest. Currently, fire hazard
severity is a function of fuel conditions, historic climate, and topography. Population density or the
number of structures in a particular region are not currently used to determine the fire hazard severity for
a particular region. Areas throughout the County have been designated as having a “Very High Severity
Hazard,” “High Hazard,” or “Moderate Hazard.” In the County, most of the area that has been designated
as having a “Very High Severity Hazard” are located in the Santa Ynez Mountains and the Los Padres
National Forest. These areas exhibit the combination of vegetative fuel, topography, and human
proximity that contribute to an extreme fire hazard potential. The fact that an area is in a Moderate
Hazard designation does not mean it cannot experience a damaging fire; it means only that the probability
is reduced, generally because the number of days a year that the area has “fire weather” is less.

The State, particularly Southern California, is periodically subject to wild fires. Beginning on
October 24, 2003, several fires occurred in San Bernardine County, San Diego County and Ventura
County where they collectively burned more than 750,000 acres, destroyed 3,346 homes, and resulted in
20 deaths since. The County was unaffected by these fires.

During Fiscal Year 2007-2008, the County experienced the second jargest (at the time) fire
disaster in the recorded history of the State. Because the damage was mostly contained to the Los Padres
National Forest, damage to public property was estimated at only approximately $2.3 million. The State
Office of Emergency Services (“OES”) is expected to fund approximately 75% of the estimated costs.

When wildfires scorch thousands of acres in Southern California, they destroy all vegetation on
mountains and hillsides. As a result, when heavy rain falls in the winter, there is nothing to stop the rain
from penetrating directly into the soil. In addition, waxy compounds in plants and soil that are released
during fires create a natural barrier in the soil that prevents rain water from seeping deep into the ground.
The result is erosion, mudslides, and excess water running off the hillsides often causing flash flooding as
described below,

Flooding. Flood zones are identified by the Federal Emergency Management Agency (“FEMA™).
FEMA designates land located in a low- to moderate-risk flood zone (i.e. not in a floodplain) and has less
than a 1% chance of flooding each year as being within a Non-Special Flood Hazard Area (a “NSFHA”).
Both the Demised Premises and the Project are located in areas designed by FEMA as subject to low to
moderate flood risk. The County can make no representation that future maps will not be revised to
include the Demised Premises within an area deemed subject to flooding. The County is obligated under
the Sublease to maintain flood insurance on the Demised Premises. The occurrence of flooding to the
Demised Premises could result in an abatement of Lease Payments and could have an adverse effect on
the ability of the County to make timely Lease Payments.

The County most recently experienced flooding in Fiscal Year 2000-01 and Fiscal Year
2004-05. 1In Fiscal Year 2000-01 the County experienced a series of powerful winter storms that
produced heavy rains, high winds and heavy surf in both the incorporated and unincorporated areas of the
County, Damage to public property, including infrastructure, was estimated at approximately
$3.5 million. Heavy rains in early 2005 resulted in damage to roads throughout the County. The County
Public Works Division estimated construction costs of approximately $14 million for repairs including
emergency repairs, debris removal and permanent restoration projects. Approximately 75% of the cost of
such projects were paid for by FEMA and OES and were spread over a three year period. During Fiscal
Year 2004-05, approximately 74% of the cost was paid by FEMA and approximately 25% was paid for
by OES. The remaining $900,000 was funded from County resources.
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Seismic Factors. Generally, seismic activity occurs on a regular basis in the State. Periodically,
the magnitude of a single seismic event can cause significant ground shaking and potential damage to
property located at or near the center of such seismic activity.

Both the City of Santa Barbara and the County have a program requiring the retrofitting of
certain property to meet higher standards of earthquake safety. Implementation of this program is
ongoing and will continue for some years. There has been no major earthquake with an epicenter located
in the County since August 1978; however, a number of faults located both within and outside of the
County could become the site of quake activity impacting the County. The 1994 carthquake in Los
Angeles County, which was centered in Northridge and was felt in the County, did not result in any
deaths, injuries or property damage in the County according to the County Office of Emergency Services.
In December 2003, an earthquake registering 6.5 on the Richter scale occurred with an epicenter 11 miles
northeast of San Simeon. This earthquake resulted in some property damage in the County including but
not limited to the Cities of Guadalupe and Santa Maria. The County is in the process of retrofitting the
Santa Barbara and Santa Maria Courthouses. Approximately 75% of this cost is expected to be paid with
funds received from the Federal Hazard Mitigation Grant Program. The remaining costs are expected to
be paid by the County from available funds.

Hazardous Substances

Owners and operators of real property may be required to remedy conditions of the property
relating to releases or threatened releases of hazardous substances. The federal Comprehensive
Environmental Response, Compensation and Liability Act of 1980, sometimes referred to as “CERCLA™
or “Superfund Act,” is best well known and widely applicable of these laws. In addition, California laws
impose particular requirements with regard to hazardous substances. Under many of these laws, the
owner (or operator) is obligated to remedy a hazardous substance condition of property whether or not the
owner (or operator) has anything to do with creating or handling the hazardous substance. Further, such
liabilitics may arisc not simply from the existence of a hazardous substance but from the method of
handling it. Al of thesc possibilities could significantly affect the financial and legal ability of the
property owner to develop the affected property or other adjacent property, and the valuc of the affected
property or adjacent property. The County has no actual knowledge of existing hazardous substances on
the Demised Premises.

State Funding of Counties

The County receives a portion of its funding from subventions by the State. In Fiscal Year
2007-08, approximately 11% of the General Fund Budget is expected to consist of payments from the
State. As a result, decreases in the revenues received by the State can affect subventions made by the
State to the County and other counties in the State. The potential impact of State budget actions on the
County in particular, and other counties in the State generally, in this and future fiscal years is uncertain at
this time. For a discussion of the potential impact of State budget actions for Fiscal Year 2005-06
through Fiscal Year 2007-08 on the County in particular, and other counties in the State generally, see
“COUNTY FINANCIAL INFORMATION-State Budget Acts.”
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CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES,
REVENUES AND APPROPRIATIONS

Article XII1 A of the California Constitation

In 1978, California voters approved Proposition 13, adding Article XIII A to the California
Constitution. Article XIII A was subsequently amended on several occasions in various respects. Article
XTI A limits the amount of any ad valorem tax on real property to 1% of the full cash value thereof,
except that additional ad valorem taxes may be levied to pay debt service on indebtedness approved by
the voters prior to July 1, 1978 and on bonded indebtedness for the acquisition or improvement of real
property which has been approved on or after July 1, 1978 by two-thirds of the voters voting on such
indebtedness and or bonded indebtedness incurred by a school district, community college district or
county office of education for the construction, reconstruction, rehabilitation or replacement of school
facilities, including the furnishing and equipping of school facilities, or the acquisition or lease of real
property for school facilities approved by 55% of the voters voting on the proposition. Article XIII A
defines full cash value to mean “the county assessor’s valuation of real property as shown on the 1975-76
tax bill under “full cash” or thereafter, the appraised value of real property when purchased, newly
constructed, or a change in ownership has occurred after the 1975 assessment.” This full cash value may
be increased at a rate not to exceed 2% per year to account for inflation.

Article XIII A has been amended to permit reduction of the “full cash value” base in the event of
declining property values caused by damage, destruction or other factors, and to provide that there would
be no increase in the “full cash value” base in the event of reconstruction of property damaged or
destroyed in a disaster or in the event of certain transfers to children or spouses or of the elderly or
disabled to new residences.

Legislation Implementing Article XIIT A

Legislation has been enacted and amended a number of times since 1978 to implement Article
XIII A. Under current law, local agencies are no longer permitted to levy directly any property tax
{except to pay voter-approved indebtedness). The 1% property tax is automatically levied by the County
and distributed according to a formula among taxing agencies. The formula apportions the tax roughly in
proportion to the relative shares of taxes levied prior to 1979.

Increases of assessed valuation resulting from reappraisals of property due to new construction,
change in ownership or from the 2% annual adjustment are allocated among the various jurisdictions in
the “taxing area” based upon their respective “situs.” Any such allocation made to a local agency
continues as part of its allocation in future years.

Article XTII B of the California Constitution

On October 6, 1979, California voters approved Proposition 4, known as the Gann Initiative,
which added Article XIII B to the California Constitution. Propositions 98 and 111, approved by the
California voters in 1988 and 1990, respectively, substantially modified Article XIII B. The principal
effect of Article XIII B is to limit the annual appropriations of the State and any city, county, school
district, authority, or other political subdivision of the State to the level of appropriations for the prior
fiscal year, as adjusted for changes in the cost of living and population. The initial version of Article
XIII B provided that the “base year” for establishing an appropriations limit was the 1978-79 fiscal year,
which was then adjusted annually to reflect changes in population, consumer prices and certain increases
in the cost of services provided by these public agencies. Proposition 111 revised the method for making
annual adjustments to the appropriations limit by redefining changes in the cost of living and in
population. It also reguired that beginning in Fiscal Year 1990-91 each appropriations limit must be
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recalculated using the actual 1986-87 appropriations limit and making the applicable annual adjustments
as if the provisions of Proposition 111 had been in effect.

Appropriations subject to limitations of a local government under Article XIII B include
generally any authorization to expend during a fiscal year the proceeds of taxes levied by or for that entity
and the proceeds of certain State subventions to that entity, exclusive of refunds of taxes. Proceeds of
taxes include, but are not limited to all tax revenues plus the proceeds to an entity of govemment from
(1) regulatory licenses, user charges and user fees (but only to the extent such proceeds exceed the cost of
providing the service or regulation), (2) the investment of tax revenues, and (3) certain subventions
received from the State. Article XIII B permits any government entity to change the appropriations limit
by a vote of the clectors in conformity with statutory and constitutional voting effective for a maximum of
four years.

As amended by Proposition 111, Article XIII B provides for testing of appropriations limits over
consecutive two-year periods. If an entity’s revenues in any two-year period cxceed the amounts
permitted to be spent over such period, the excess has to be returned by revising tax rates or fee schedules
over the subsequent two years. As amended by Proposition 98, Article XIII B provides for the payment
of a portion of any excess revenues to & fund established to assist in financing certain school needs.
Appropriations for “qualified capital outlays™ are excluded from the limits of Proposition 111.

For Fiscal Year 2006-07, the County’s Article XIII B limit was $535,268,977 (audited) and
budgeted appropriations subject to limitation were $152,509,393 (audited). For Fiscal Year 2007-08, the
County’s Article XIII B limit is $568,134,492 (unaudited} and budgeted appropriations subject to
limitation are $153,657,138 (unaudited). The County has never excecded its Article XII B
appropriations limit and does not anticipate having any difficulty in operating within the appropriations
limnit.

Article XIII C and Article XTII D of the California Constitution

On November 5, 1996, the voters of the State approved Proposition 218, known as the “Right to
Vote on Taxes Act.” Proposition 218 adds Articles XHI € and XIII D to the California Constitution and
contains a number of interrclated provisions affecting the ability of the County to levy and collect both
existing and future taxes, assessments, fees and charges. The interpretation and application of
Proposition 218 likely will be determined by the courts with respect to a number of the matters discussed
below, and it 1s not possible at this time to predict with certainty the outcome of such determination.

Article XIII C requires that all new local taxes be submitted to the electorate before they become
effective. Taxes for general governmental purposes of the County require a majority vote and taxes for
specific purposes, even if deposited in the County’s General Fund, require a two-thirds vote. Further, any
general purpose tax which the County imposed, extended or increased without voter approval after
December 31, 1994 may continue to be imposed only if approved by a majority vote in an election which
must be held within two years of November 3, 1996. The County believes that no existing County-
imposed taxes deposited into its General Fund will be affected by the voter approval requirements of
Proposition 218, although as indicated below certain tax levies may be affected by Proposition 62. The
voter approval requirements of Proposition 218 reduce the flexibility of counties to raise revenues for the
General Fund, and no assurance can be given that the County will be able to impose, extend or increase
such taxes in the future to meet mereased expenditure needs.

Article X111 D also adds several provisions making it generally more difficult for local agencies
to levy and maintain fees, charges, and assessments for municipal services and programs. These
provisions include, among other things, (i) a prohibition against assessments which exceed the reasonable
cost of the proportional special benefit conferred on a parcel, (ii} a requirement that assessments must
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confer a “special benefit,” as defined in Article XIII D, over and above any general benefits conferred,
(i1} a majority protest procedure for assessments which involves the mailing of notice and a ballot to the
record owner of each affected parcel, a public hearing and the tabulation of ballots weighted according to
the proportional financial obligation of the affected party, and (iv) a prohibition against fees and charges
which are used for general governmental services, including police, fire or library services, where the
service 1s available to the public at large in substantially the same manner as it is to property owners. The
County does not believe that it is currently coliecting fees, charges or assessments subject to repeal by
Article XTI D, Article XIH C also removes limitations on the initiative power in matters of reducing or
repealing local taxes, assessments, fees or charges. No assurance can be given that the voters of the
County will not, in the future, approve an initiative or initiatives which reduce or repeal local taxes,
assessments, fees or charges currently comprising a substantial part of the County’s General Fund. If
such repeal or reduction were to occur, the County’s ability to repay the Certificates could be adversely
affected.

Propositien 62

On September 28, 1995, the California Supreme Court, in the case of Santa Clara County Local
Transporiation Authority v. Guardino, upheld the constitutionality of Proposition 62. In this case, the
court held that a countywide sales tax of one-half of one percent was a special tax that, under
Section 53722 of the Government Code, required a two-thirds voter approval. Because the tax received
an affirmative vote of only 54.1%, this special tax was found to be invalid. The decision did not address
the question of whether or not it should be applied retroactively.

Following the California Supreme Court’s decision upholding Proposition 62, scveral actions
were filed challenging taxes imposed by public agencies since the adoption of Proposition 62, which was
passed in November 1986. On June 4, 2001, the California Supreme Court released its decision in one of
these cases, Howard Jarvis Taxpayers Association v. City of La Habra, et al. {“La Habra”). In this case,
the court held that public agency’s continued imposition and collection of a tax is an ongoing violation,
upon which the statute of limitations period begins anew with each collection. The court also held that,
unless another statute or constitutional rule provided differently, the statute of limitations for challenges
to taxes subject to Proposition 62 is three years. Accordingly, a challenge to a tax subject to
Proposition 62 may only be made for those taxes received within three years of the date the action is
brought.

The County has imposed no taxes to which Proposition 62 could apply.
Proposition 1A

The California Constitution and existing statutes give the legislature authority over property
taxes, sales taxes and the vehicle license fee (the “VLF”). The State legislature has authority to change
tax rates, the items subject to taxation and the distribution of tax revenues among local governments,
schools, and community college districts. The State has used this authority for many purposes, including
increasing funding for local services, reducing State costs, reducing taxation, addressing concerns
regarding funding for particular local governments, and restructuring local finance.

The California Constitution generally requires the State to reimburse the local governmenis when
the State “mandates” a new local program or higher level of service. Due to the ongoing financial
difficulties of the State, it has not provided in recent years reimbursements for many mandated costs. In
other cases, the State has “suspended” mandates, eliminating both responsibility of the local governments
for complying with the mandate and the need for State reimbursements.
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On November 3, 2004, the voters of the State approved Proposition lA that amended the
California Constitution to, among other things, reduce the State Legislature’s authority over local
government revenue sources by placing restrictions on the State’s access to local government’s property,
sales and vehicle license fee revenues.

Proposition 1A generally prohibits the State from shifting to schools or community colleges any
share of property tax revenues allocated to a county for any fiscal year under the laws in effect as of
November 3, 2004. The measure also specities that any change in how property tax revenues are shared
among local governments within a county must be approved by two-thirds of both houses of the
Legisiature (instcad of by majority vote). Finally, the measure prohibits the State from reducing the
property tax revenues provided to a county as replacement for the local sales tax revenues redirected to
the State and pledged to pay debt service on State deficit-related bonds approved by voters in
March 2004,

If the State reduces the VLF rate below its current level of 0.65% of the vehicle value,
Proposition 1A requires the State to provide local governments with equal replacement revenues.
Proposition 1A provides two significant exceptions to the above restrictions regarding sales and property
taxes. First, beginning in Fiscal Year 2008-09, the State may shift to schools and community colleges up
to 8% of local government property tax revenues if: the Governor proclaims that the shift is needed due to
a severe State financial hardship, the legislature approves the shift with a two-thirds vote of both houses
and certain other conditions are met. The State must repay local governments for their property tax
losses, with interest, within three years., Second, Proposition 1A allows the State to approve voluntary
exchanges of local sales tax and property tax revenues among local governments within a county.

Proposition 1A amends the California Constitution to require the State to suspend certain State
laws creating mandates in any year that the State does not fully reimburse local governments for their
costs to comply with the mandates. Commencing in Fiscal Year 2005-06, if the State does not provide
funding for the activity that has been determined to be mandated, the requirement on cities, counties or
special districts to abide by the mandate would be suspended. In addition, Proposition 1A expands the
definition of what constitutes a mandate to encempass State action that transfers 1o cities, counties and
special districts financial responsibility for a required program for which the State previously had
complete or partial financial responsibility. This provision does not apply to mandates relating to schools
or community colleges, or to those mandates relating to employee rights.

Proposition 1A restricts the State’s authority to reallocate local tax revenues to address concerns
regarding funding for specific local governments or to restructure local government finance. For
example, the State could not enact measures that changed how local sales tax revenues are allocated to
cities and counties. In addition, measures that reallocated property taxes among local governments in a
county would require approval by two-thirds of the members of each house of the legislature (rather than
a majority vote). As a result, Proposition 1A could result in fewer changes to local government revenues
than otherwise would have been the case.

Future Initiatives and Changes of the Law

Article XIIT A, Article XIII B, Article XIII C, Article XII D, and Proposition 62 and 1A, were
adopted as measures that qualified for the ballot through California’s initiative process. From time to
time other initiative measures could be adopted, further affecting the County’s revenues. In addition, the
State legislature could amend or enact laws resulting in a reduction of moneys available to the County, or
enact legislation with the approval of the electorate amending the State Constitution, which could result in
a reduction of moneys available to the County.
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THE CORPORATION

The Santa Barbara County Finance Corporation, Inc. was organized in July, 1983, as a California
nonprofit corporation. The Corporation was formed for the specific and primary purpose of providing
financial assistance to the County and other entities within the County in acquiring, constructing,
improving, developing and installing certain real and personal property together with appurtenances and
appurtenant work for the use, benefit and enjoyment of the public. The Corporation was formed at the
request of the County and consists of a five-member Board of Directors selected by the Board. The
Directors of the Corporation receive no compensation. The Corporation has no financial liability to the
Owners of the Certificates with respect to the payment of Base Rental Payments by the County or with
respect to the performance by the County of the other agreements and covenants it is required to perform
under the legal documents relating to the Certificates.

THE COUNTY

The County of Santa Barbara was established by an act of the Legislature of the State of
California on February 18, 1850 and encompasses approximately 2,774 square miles.

The County is a general law county and political subdivision of the State of California and its
rights, powers, privileges, authority, functicns and duties are cstablished by the Constitution and laws of
the State. The County is divided into five districts on the basis of registered voters and population, as
required by State statute. Supervisors are elected from each district by the voters of the district to serve
staggered four-year terms. The Chairman 1s elected by and from members of the Board of Supervisors
(the “Board of Supervisors”). The Board of Supervisors exercises the powers of the County.

For additional information regarding the County, sce APPENDIX A—“(JENERAL ECONOMIC AND
DEMOGRAPHIC INFORMATION CONCERNING THE COUNTY OF SANTA BARBARA.”

COUNTY FINANCIAL INFORMATION
General

The County has sustained a consistent moderate population growth rate over the last 10 years,
increasing in population from approximately 393,500 in 1999 to approximately 425,655 in 2008.
Unemployment rates have historically remained below the unemployment rates of the State of California.
According to the United States Bureau of Labor Statistics, from 1997 to 2006 (the most recent year for
which such statistics are available), the average annual unemployment rate for the County was
approximately 4.6%, while it was approximately 5.8% for the State of California and approximately 4.9%
for the United States for the same period.

As the following statistical and financial information set forth under this heading demonstrates,
the County has weathered the economic challenges of the past several years relatively well. This can be
attributed to a variety of factors, including a diverse local economy and expanded commercial activity in
the County. These economic trends in the County should, however, be viewed in the context of the
continuing economic difficulties being experienced by the State of California. For further details
regarding the County see APPENDIX A-"(GENERAL ECONOMIC AND DEMOGRAPHIC INFORMATION
CONCERNING THE COUNTY OF SANTA BARBARA.”
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Experience of County Management

A key element of the County’s fiscal stability is the experience and continuity of its management
team. The members of the Debt Advisory Committee represent many years of combined County
experience, Brief resumes of the key County officials are set forth below.

Michael F. Brown, County Chief Executive Officer. Mr. Brown was appointed as County Chief
Executive Officer in November 1996 and has 40 years of local government experience. Prior to his
appointment with the County, he served as the City Manager of Tucson, Arizona, the City Manager of
Berkeley, California, the Deputy City Manager and Budget Director of Hartford and he held the position
of First Deputy Commissioner of Housing of the State of Connecticut. Mr. Brown holds a Bachelors
Degree in Government from California State University at Northridge and a Masters Degree in Public
Policy from the University of Texas at Austin. He received further post graduate education at the Yale
School of Management, the New York University Real Estate Institute, and the University of California at
Berkeley, Goldman School of Public Policy. Mr. Brown is a Credentialed Manager of the International
City/County Management Association and Chairman of its Center for Performance Management, serves
on the County’s Treasury Oversight Committee and is a member of the County’s Debt Advisory
Committee.

Bernice James, Treasurer/Tax Collector/Public Administrator. Ms. James was first elected as
Treasurer-Tax Collector on March 2, 2002, and was reelected in June 2006. She has served over 28 years
in County government. Prior to her clection, she served as Assistant Treasurer-Tax Collector-Public
Administrator from 1995 to 2002. She also held management positions in the Auditor-Controlier, County
Executive, and General Services departments. She is a graduate in Business Administration from the
University of Arizona, Ms. James is a trustee of the Santa Barbara County Employees’ Retirement
Systemn and has been elected as its chair for the last three years. She is also a member of, and the chair of,
the County’s Debt Advisory Committee.

Robert W. Geis, Auditor-Controller. Mr. Geis was first elected Auditor-Controller in 1990 and
took office in 1991. Mr. Geis is serving his fifth term of office. During his 29 years with the County he
has also served as an internal auditor, a departmental business manager and the Assistant Treasurer-Tax
Collector. Prior to joining the County, he gained business and management experience working for a
large multinational corporation. Mr. Geis earned a bachelor’s degree in business administration from The
Ohio State University. He is a Certified Public Accountant (CPA) licensed in California and a Certified
Public Finance Officer (CPFO). As a current member and past president of the State Association of
County Auditors, he remains abreast of current fiscal and legislative issues throughout the State. He
currently is a member of the Government Finance Officers Association, the County’s Debt Advisory
Committee and the City of Santa Barbara’s Infrastructure Financing Taskforce.

State Budgets

Currently, approximately 11% of the County’s Fiscal Year 2007-08 General Fund Budget
consists of payments from the State. The financial condition of the State has an impact on the level of
these revenues. In past years the State reduced revenues to counties to help solve the State’s budget
problems, although Proposition 1A provides certain protections to counties. See “CONSTITUTIONAL AND
STATUTORY LIMITATIONS ON TAXES, REVENUES AND APPROPRIATIONS—Proposition 1A.” The State has

also diverted other revenues such as cigarette taxes and motor vehicle in lieu taxes from counties to the
State.

Property tax revenues received by local governments declined more than 50% following passage
of Proposition 13. Subsequently, the State Legislature enacted measures to provide for the redistribution

of the State’s General Fund surplus to local agencies, the reallocation of certain State revenues to local
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agencies and the assumption of certain governmental functions by the State (o assist municipal issuers to
raise revenues. Total local assistance from the State General Fund was budgeted at approximately _ % of
General Fund expenditures in recent vears, including the effect of implementing reductions in certain aid
programs.

To the extent the State should be constrained by its Article XIII B appropriations limit, or its
obligation to conform to Proposition 98, or other fiscal considerations, the absolute level, or the rate of
growth, of State assistance to local governments may be reduced. Any such reductions in State aid could

compound the serious fiscal constraints already experienced by many local governments, particularly
counties.

The foliowing information concerming the State has been obtained from publicly available
information on the State Department of Finance, the State Treasurer and the California Legislative
Analysts Office websites. The estimates and projections provided below are based upon various
assumptions which may be affected by mamerous factors, including future economic conditions in the
State and the nation, and there can be no assurance that the estimates will be achieved. For further
information and discussion of factors underlying the State’s projections, see the aforementioned websites.
The Couniy believes such information to be reliable however, the County takes no responsibility as to the
accuracy or completeness thereof and has not independenily verified such information.

State Budget Acts

Fiscal Year 2006-07. The 2006-07 Budget Act (the “State 2006 Budget Act”) was adopted by the
Legislature on June 27, 2006 and signed by the Governor on June 30, 2006. The State 2006 Budget Act
assumed Fiscal Year 2006-07 revenues of $94.4 billion and expenditures of $101.3 billion, resulting in an
operating short-fall of $7 billion, which partly reflected the prepayment of $2.8 billion in budgetary debt
obligations, leaving the State General Fund with a year-end reserve of 32 billion, compared to the
$9 billion year-end reserve in Fiscal Year 2005-06.

The State 2006 Budget Act, among other things, (i) allocated new revenues to K-12 and
community coliege education, increases funding for higher education, and prepaid approximately
$2.8 billion in budgetary debt, which was roughly consistent with the Governor’s budget revision released
on May 13, 2006; (ii) made partial repayments of debt; (i1} funds a budget stabilization account; (iv) made
angmentations to health, resources, corrections and local governments (including increased funding for
county block grants for California Work Opportunity and Responsibility Kids, Child Welfare Services,
and foster care; additional funding for local law enforcement and local flood control; and largely one-time
funding to hospitals to increase patient capacity to meet public health emergencies, such as an avian fiu
pandemic); and (v) made the first payment of a proposed settlement in the amount of $2.9 billion, which
will be paid over six years commencing in Fiscal Year 2007-08, related to a lawsuit involving school
funding.

The State 2006 Budget Act did not include any ERAF transfers from redevelopment agencies.

Fiscal Year 2007-08. The 2007-08 Budget Act (the “State 2007 Budget Act”) was adopted by the
Legislature on August 21, 2007 and signed by the Governor, after using his line item veto authority to
reduce State General Fund appropriations by $703 million, on August 24, 2007. The State 2007 Budget
projects $102.3 billion in budget-year revenues, an increase of 6.5% from Fiscal Year 2006-07; authorizes
expenditures of an equal amount (an increase of 0.6% from Fiscal Year 2006-07); and leaves the State
General Fund with a year-end reserve of $4.1 billion (the same as assumed for Fiscal Year 2006-07),
comprised of $2.6 billion in the State’s Special Fund for Economic Uncertainties and $1.5 billion in the

Budget Stabilization Account, which Account was established when voters approved Proposition 58 in
March 2004.
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The State 2007 Budget Act proposes a major redirection of transportation funds, reductions in
social services, and a variety of other actions to eliminate a significant shortfall in Fiscal Year 2007-08,
including among other things, (i) increases in funding for county Medi-Cal administration costs; (ii) a
partial repayment of Proposition 42 transportation suspensions that occurred in Fiscal Years 2003-04 and
2004-03 as required by Proposition 1 A; (iii) an assumption that $1 billion in one-time revenues from the
sale of EdFund, the State’s nonprofit student loan guaranty agency will be received; and (iv) a suspension
of a California Work Opportunity and Responsibility to Kids cost-of-living adjustment (a “COLA”) for
one year and permanently delays the State Supplemental Security income/State Supplementary Program
COLA for five months.

Based on the policies contained in the State 2007 Budget Act, according the State Legislative
Analyst’s Office, the nonpartisan fiscal and policy advisor to the State, the State will face operating
shortfalls of more than $5 billion in both Fiscal Year 2008-09 and Fiscal Year 2009-10 because many of
the solutions enacted in the State 2007 Budget Act are of a one-time nature.

Fiscal Year 2008-09 Governor’s Budget. The 2008-09 Governor's Budget (the “2008
Governor’s Budget™), released on January 10, 2008, cstimates that unless action is taken to close a
projected $3.3 billion budget deficit for Fiscal Year 2007-08, the State faces a projected deficit that will
grow to $14.5 billion by the end of Fiscal Year 2008-09. The 2008 Governor’s Budget projects that State
General Fund revenues for Fiscal Year 2007-08 and Fiscal Year 2008-09 would be lower than originally
projected in connection with the adoption of the State 2007 Budget Act, primarily due to a deepening
housing slump, a breakdown in mortgage markets, tighter credit, more volatile financial markets, natural
disasters and rising energy prices.

The 2008 Governor’s Budget includes 10% across-the board reductions to all State General Fund
departments and programs, Boards, Commissions and elected offices, including the legislative and
judicial branches, except where such a reduction conflicts with the State Constitution (e.g. reductions in
Proposition 42 and contributions to public retirement systems) or is impractical (e.g. reductions in debt
service payments or departments that generate significant revenue). In addition, the 2008 Governor’s
Budget includes numerous measures to restore the State’s rainy day reserve and secure adequate cash
flow, including the sale of approximately $3.3 billion in Economic Recovery Bonds by the end of
February 2008, transfer of approximately $1.5 billion from the Budget Stabilization Account to the State
General Fund in the Fiscal Year 2007-08 and elimination of a $1.5 billion transfer to the Budget
Stabilization Account in Fiscal Year 2008-09, and delays in payments to counties for the administration
of certain human services and mental heaith programs. State General Fund revenues and transfers for
Fiscal Year 2008-09 are projected at $104.6 billion and expenditures are projected at $100.9 billion.

The 2008 Governor’s Budget contains several proposals of concern for the County, including, a
one-to-two month delay in making first quarterly payments to counties for Medi-Cal administration, a
two-month delay in the quarterly advance to counties for the Early and Periodic Screening, Diagnosis and
Treatment Program, a two-month delay in disbursements for programs in the Department of Social
Services, and a one-to-five month delay in gas tax disbursements for local streets and roads.

Pursuant to Proposition 58 (known as the California Balanced Budget Act), the Governor also
called a fiscal emergency, with the goal of starting many of the reductions proposed in the 2008
Governor’s Budget immediately to address the projected $3.3 billion deficit in Fiscal Year 2007-08.
Under Proposition 58 the Governor has authority to declare a fiscal emergency if he determines that the
State faces substantial revenue shortfalls or expenditure increases. The Governor is then required to call a
special session of the State Legislature and to propose legislation to address the fiscal emergency. If the
State Legislature does not approve and send legislation to the Governor to address the fiscal emergency
within 45 days, the State Legislature is prohibited from acting on any other bills or adjourning in joint
recess until such legislation is passed.
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On February 20, 2008, the State Legislative Analyst’s Office (the “LAQO™) released its annual
report entitled “The 2008-09 Budget: Perspectives and Issues” (the “Report”). In its overview of the
State’s fiscal picture, the Report states in analyzing the fiscal picture of the State that:

A declinimg economic outlook, sagging revenues, and rising costs have created
bleak prospects for the State’s budget. Over the current and budget vears {2007-08 and
2008-09], the Govemor identified a gap of $14.5 billion between revenues and
expenditures and proposes more than $17 billion in solutions to bring the state’s budget
back into balance. These budget-balancing actions include the issuance of additional
deficit-financing bonds, higher revenue accruals, and budget reductions across most state
programs.

The Report concludes that, primarily due to the continued deterioration of the State’s revenue
outlook, the LAO projects that the State’s budget shortfall (prior to any corrective actions) has increased
to about $16 billion, that as a consequence, the reserve at the end of Fiscal Year 2008-09 under the
Governor’s budget policies would be $1.1 billion, which is $1.6 billion less than forecasted by the
administration.

The Report also includes an aiternative budget approach to assist the Legislature in developing a
more balanced and targeted method in addressing the State’s budget shortfall as compared to the reliance
of the 2008 Governor’s Budget primarily on budget cuts. The Report and other reports by the LAO
(which are not incorporated into this Official Statement) may be reviewed on the LAO’s website at
www.lao.ca.gov.

The County cannot predict whether the State Legislature will enact future legislation requiring
additional or increased future shifts of revenues to the State General Fund, and, if so, the effect on the
distribution of future County revenues.

May Revision. On May 14, 2008, the Governor released the May Revision of the State budget for
2008-09 (the “May Revision”). The May Revision projects a budget deficit of approximately
$17.2 billion, an increase of approximately $2.75 billion over the deficit projected in January 2008. Lefi
unaddressed, the deficit is projected to grow to $24.3 billion based on updated revenue projections,
revised caseload estimates and higher costs. The May Revision proposes a combination of spending and
revenue solutions to address the budget deficit and provide a reserve of $2 billion.

in the May Revision, the Governor proposes enactment of a constitutional amendment, the
Budget Stabilization Act, to prevent spending temporary increases in revenues on ongoing programs and
provide the State with mechanisms to avoid future budget crises; creation of a Revenue Stabilization Fund
(the “RSF™), only available for transfers to the General Fund to bring revenues up to the long-term
average in years with below average revenue growth, capitalization of the RSF in Fiscal Year 2008-09 to
provide $5.1 billion for transfer to the State General Fund; and establishment of a bipartisan Tax
Modernization Commission to recommend ways to stabilizes the State’s revenues, bring the tax system
into better alignment with the economy and improve the State’s economic competitiveness. In addition,
the May Revision proposes improving the performance of the State’s lottery by providing operational
flexibility, securitizing future lottery revenues resulting from the improved performance to fund the RSF,
and implementing a fail-safe mechanism, similar to that established by Chapter 10, Statutes of 1983, to
ensure that the RSF has a sufficient balance for transfer to the State General Fund. In the event the RSF
balance is insufficient, the fail-safe mechanism would trigger a one cent sales tax increase until the RSF
reaches the targeted fund balance of 15% of State General Fund tax revenues or June 30, 2011, whichever
occurs first.
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The County is unable to predict the extent of the budgetary problems the State will encounter in
this or in any future Fiscal Year, and, it is not clear what measures would eventually be taken by the State
to balance its budget, as required by law. Accordingly, the County cannot predict the final form of the
State budget or the impact that such budgets will have on its finances and operations or the actions to be
taken in the future. If adopted by the State Legislature, the 2008 Governor’s Budget, as amended by the
May Revision, is not expected to have a material adverse effect on the ability of the County to make the
required Base Rental Payments with respect to the Certificates.

County Budget Process

The County is required by State law to adopt on or before August 31 cach year a fiscal line item
budget setting forth estimated expenditures, revenues, and fund balances available so that appropriations
during the next fiscal year will not exceed available financing. However, the County has, by resolution,
extend on a permanent basis or for a limited period, this date from August 31 to October 2. Set forth
below is a summary of the County budget process.

Firsy, after release of the Governor’s Proposed Budget in January, the County Executive Director
prepares a preliminary forecast of the County’s budget based on current year expenditures, the
assumptions and projections contained in the Governor’s Proposed Budget and other projected revenue
trends.

Second, the County Executive Officer presents the County’s Proposed Budget to the Board for
adoption. Absent the adoption of a final County budget by June 30, the current existing budget is
continued into the new fiscal year until a tinal budget is adopted.

Third, between January and the time the State adopts its own budget, representatives of the
County Executive Officer monitor, review and analyze the State budget and all adjustments made by the
State legislature. The County makes adjustments to its Adopted Budget throughout the year based on the
State’s Budget and other factors.

In order to e¢nsure that the budget remains in balance throughout the fiscal year, the County
Executive Officer monitors actual expenditures and revenue receipts each month. In the event of a
projected year-end deficit, steps are taken, in accordance with the State Constitution, to reduce
expenditures. On a quarterly basis, the Auditor-Controller’s and County Executive Officer’s staff
prepares a report that details the activity within each budget category and provides summary information
on the status of the budget. Actions that are necessary to ensure a healthy budget status at the end of the
fiscal year are recommended in the quarterly budget status reports. Other items which have major fiscal
impacts are also reviewed quarterly. The County’s ability to increase its revenues is limited by Staie laws
that prohibit the imposition of fees to raise general revenue, except to recover the costs of regulation or
provisions of services. See “INVESTMENT CONSIDERATIONS—Constitutional and Statutory Limitations on
Taxes, Revenues and Appropriations.”

Recent County General Fund Budgets

Presented below is a deseription of the County’s comparative budgetary and expenditure
experience for Fiscal Years 2006-07 and 2007-08. For the audited financial results of the County for
Fiscal Year 2006-07, see APPENDIX B-“COUNTY OF SANTA BARBARA COMPREHENSIVE ANNUAL
FINANCIAL REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2007.”

Fiscal Year 2006-07. The Fiscal Year 2006-07 County budget was adopted on June 16, 2006.
The County’s Fiscal Year 2006-07 General Fund adopted budget is approximately 5% higher than the
Adjusted Budget for the prior Fiscal Year. The Fiscal Year 2006-07 General Fund budget anticipated an
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approximately 3% increase in revenues compared to the prior Fiscal Year. As a result, the County
budgeted to increase the Strategic Reserve by $8 million.

Fiscal Year 2007-08. The Fiscal Year 2007-08 County General Fund budget was adopted on
June 15, 2007. The County’s Fiscal Year 2007-08 adopted budget is approximately 2% higher than the
Adjusted Budget for the prior Fiscal Year. For Fiscal Year 2007-08, the General Fund contingency is
budgeted at 2% of budgeted expenditures. Due to the decline in the housing market, building permit
revenue was budgeted at $3.8 million (an amount only 5.6% higher than in Fiscal Year 2006-07) and

property transfer taxes were budgeted at $3.1 million (an amount 11% lower than in Fiscal Year
2006-07).

The table below shows the County’s General F'und Adopted Budgets for Fiscal Years 2005-06
and 2006-07 and the Adopted Budget for Fiscal Year 2007-08.

TABLE 3
COUNTY OF SANTA BARBARA
GENERAL FUND BUDGET SUMMARY

Fiscal Year Fiscal Year Fiscal Year
2005-06 200607 2607-08
Adjusted Budget Adjusted Budget Adopted Budget

Expenditure Appropriations:

Source: County Auditor-Controller.
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Policy & Executive $11,613,090 $12,507.372 513,693,968
Law & Justice 23,613,365 25,294,265 27,133,020
Public Safety 160,441,814 175,673,446 180,295,532
Health & Public Assistance 2,251,052 5,153,142 5,290,669
Community Resources & Public Facilities 35,817,141 36,215,970 43,006,371
Support Services 47.477,061 52,174,752 51,639,757
Operating/Equity Transfers 57,424,545 63,871,215 60,891,216
Transfers to Debt Service 4,875,076 5,178,037 4 966,427
Provisions for Reserves 548,705 608,809 20,000
Provisions for Designations 25,510,605 38,563,725 21,379,414
General County Programs 8,501,323 7.451,653 7.424 965

TOTAL EXPENDITURE APPROPRIATIONS $378,073,777 $422,692,386 $415,741,339

Available Funds:

Fund Balance Available $8,563,123 $16,206,264 $11,433,714
Taxes 148,222,204 164,887,000 176,410,000
Licenses, Permits and Franchises 14,638,307 15,577,530 16,148,357
Fines, Forfeitures, and Penalties 4,630,445 4,851,809 4,655,800
Use of Money and Property 4,313,694 2,751,969 3,004,949
Intergovernmental Revenue-State 49,750,301 46,387,826 44,096,372
Intergovernmental Revenue-Federal 11,315,120 15,423,493 12,129,195
Intergovernmental Revenue-Other 198,301 518,650 1,025,607
Charges for Services 63,240,325 68,367,452 70,232,442
Other Financing Sources 51,471,951 56,935,428 57,759,635
Miscellancous Revenue 3,195,003 3,168,886 1,978,618
Changes to Reserves 592,451 758,349 20,000
Changes to Designations 17,942,552 26,857,730 16.846.650

TOTAL AVAILABLE FUNDS $378,073,777 $422,692,386 $415,741,339
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Fiscal Year 2008-09. In spring 2007, local economic indicators began to show signs of
weakening and revenues began to show signs of softening. As a result, on September 25, 2007, the
County Executive Officer presented a report to the Board of Supervisors identifying 16 certain and
potential issues, that would have an effect on the development of the Fiscal Year 2008-09 budget.
Among the issues identified were increases in retirement costs due to changes in the actuarial
methodology and assumptions approved by the Retirement Board, increases in salary and benefit costs
and structural deficits in the Sheriff and Alcohol, Drug and Mental Health Services departments.

On November 6, 2007, the Board of Supervisors adopted a set of Budget Principles to establish
the priorities and processes to be followed by the County Executive Officer and his staff in developing the
Fiscal Year 2008-09 budget and future budgets. These Budget Principles include; maintaining the
Strategic Reserve and the General Fund Contingency, implementing full cost recovery for County
services, unless otherwise prohibited, maintaining the annual 31 million contribution to the Strategic
Reserve, if funds are available, implementation of Countywide expense and cost reductions, and
maintaining designations for capital maintenance and repair, new capital projects and roads/concrete
repair.

In addition, the County identified expenditure reductions, revenue enhancements and the use of
reserve and designations as an alternative means to balance the Fiscal Year 2008-09 budget.

The Fiscal Year 2008-09 County General Fund budget was adopted on June 13, 2008. The
Fiscal Year 2008-09 Adopted Budget for the General Fund is approximately $5,457,058 or 1.31% higher
than the Adopted Budget for the prior Fiscal Year. For Fiscal Year 2008-09, the General Fund
Contingency is budged at 0.19% of budgeted expenditures, The Fiscal Year 2008-09 Adopted Budget
maintains essential core services and the policies adopted by the Board of Supervisors.

Accounting Policies, Reports and Audits

The County’s governmental funds and fiduciary funds use the modified accrual basis of
accounting.  This system recognizes revenues when they become available and measurable.
Expenditures, with the exception of unmatured interest on general long-term debt, are recognized when
the fund liability is incurred. Proprietary funds use the accrual basis of accounting, whereby revenues are
recognized when they are earned and become measurable, whilc expenses are recognized when they are
incurred.

The California Government Code requires every county to prepare an annual financial report.
The Auditor-Controller prepares the Comprehensive Annual Financial Report for the County and is
responsible for controlling expenditures within budget expenditures. This annual report covers financial
operations of the County, County districts and service areas, local autonomous districts and various trust
transactions of the County Treasury. Under California law, independent audits are required of all
operating funds under the control of the Board of Supervisors. The County has had independent audits
for more than 20 years. See APPENDIX B-“COUNTY OF SANTA BARBARA COMPREHENSIVE ANNUAL
FINANCIAL REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2007.”

The County, like other State and local governments, uses fund accounting to ensure and

demonstrate compliance with finance-related legal requirements. All of the funds of the County are
divided into three categories: (i) governmental funds; (ii) proprietary funds; and (iii) fiduciary funds.
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Periodically, the County adopts new accounting and financial standards fo conform with relcases
by the Governmental Accounting Standards Board (GASB), including GASB Statement No. 45,
Accounting and Financial Reporting by Employers of Postemployment Benefits other than Pensions
(OPEB). For a discussion of GASB 45, see “~Postemployment Benefits.”

Governmenial Funds: account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the Fiscal Year.

The County maintains 60 individual governmental funds (e.g. General Fund, special revenue
funds, debt service funds and capital projects) combined into 29 for financial reporting purposes.
Information is presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balances for the General, Road, Public Health,
Social Services, Alcohol Drug and Mental Health Services, Fiood Control District and Capital Projects
Funds which are considered major funds. Information for the remaining 22 governmental funds are
combined into a single, aggregated presentation.

Proprietary Funds: account for information of the same type as the government-wide financial
statements, only in more detail. There are of two different types: (i) Enterprise Funds (to report the same
functions presented as business-type activities in the government-wide financial statements and account
for solid waste operations, sanitation services and transit operations) and (ii) Internal Service Funds {an
accounting device used to accumulate and allocate costs imternally among the County’s various functions
and account for information technology services, vehicle operations and maintenance, risk management
and insurance and communications functions).

Fiduciary Funds: account for resources held for the benefit of parties outside the County.
Fiduciary Funds are nof reflected in the government-wide financial statements because the resources of
those funds are not available to support the County’s own programs.

Presented in Table 3 is the County’s General Fund Balance Sheets for Fiscal Years 2005 through
2007. Presented in Table 4 is the County’s Combined Statement of General Fund Revenue, Expenditures
and Changes in Fund Balance for Fiscal Years ended Junc 30, 2005 through 2007. More detailed
information from the County’s audited financial report for the Fiscal Year ending June 30, 2007 appears
i APPENDIX B to this Official Statement.

(Remainder of this Page Intentionally Left Blank)
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TABLE 4
COUNTY OF SANTA BARBARA
GENERAL FUND BALANCE SHEETS

($ 1IN 000°s)
Fiscal Year Fiscal Year Fiscal Year
Ended Ended Ended
June 30,2005  June 30,2006  June 30, 2007
Assets:
Cash and investments $17,539 $32,274 $39,558
Accounts Receivable:
Taxes 16,078 18,621 24,406
Licenses, permits and franchises 629 700 1,066
Fines, forfeitures and penalties 27 22 20
Use of money and property 829 1,171 1,694
Intergovernmental 7,507 7,587 7,539
Charges for services 3,886 2,595 3,119
Other 156 252 i8
Due from other funds 6,651 6,871 4,386
Prepaid items 188 81 50
Impounds Receivable 723 290 -
Other receivables 10,402 1,916 1,754
Advances to other funds 1,759 1,759 1,759
Restricted cash and investments 67,109 38,072 12,121
TOTAL ASSETS $133.483 3132311 $94,890
Liabilities and Fund Balances:
Liabilities:
Accounts payable 83,291 $2,430 2,567
Salaries and benefits payable 6,464 7,693 8,581
Due to Other Funds — - _
Other payables 45 78 69
Notes Payable 55,000 47,000 -
Interest Payable 1,787 131 -
Deposits Payable 5,714 5,797 6,508
Unearned Revenue - - -
Deferred revenue 9.88. 340 237
TOTAL LIABILITIES 82,185 63,471 17,962

Fund Balance:
Reserved for;

Receivables and prepaids 4,663 4,094 3,309
Imprest cash I8 15 15
Debt Service - - -
Property tax loss reserve 4,515 5,044 5,632
Unreserved
Designated reported in:
General Fund 33,538 43,481 58,488
Special Revenue Funds - - -
Capital Projecis Fund - - ~
Undesignated - - -
General Fund 8,564 16,206 11,484
Special Revenue Funds — - -
Capital Projects Fund - - -
TOTAL FUND BALANCES 51,298 68.840 78,928
TOTAL LIABILITIES AND FUND BALANCES $133,483 $132.311 396,890

Source: County Auditor-Controlier.
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Major Expenditures

As illustrated in the table below, the major expenditures for the County in each Fiscal Year are
public protection and public assistance.

TABLE 5
COUNTY OF SANTA BARBARA
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
($IN 000°S)

Fiscal Year Fiscal Year Fiscal Year
Ended Ended Ended
June 390, 2005 June 30, 2006 June 30. 2007

Revenues:
Taxes $136,774 $158,356 $172,676
Licenses, permits, and franchises 13,054 13,513 13,782
Fines, forfeitures, and penalties 4,202 3,380 4,655
Use of money and property 4,761 3,664 4,446
Intergovernmental 51,904 60,660 58,418
Charges for current services 63,851 61,079 69,611
Other 2,189 3.682 3,292
TOoTAL REVENUES 276,715 308,534 327,180
Expenditures:
Current;
Policy and executive 10,229 10,824 11,846
Law and justice 22,360 23,064 24,824
Public safety 147,468 158,988 174,218
Health and public assistance 2,232 2,240 5,088
Community resources and facilities 33,668 32.356 32,985
General government and support services 39,624 44.645 46,607
General county programs 3,465 5,562 6,467
Debt Service:
Principal 407 294 220
Interest 1,713 1,993 133
Capital Outlay 1,771 - -
TOTAL EXPENDITURES 262,937 279,966 302,388
Excess (deficiency) of Revenues Over(Under)
Expenditures 13,778 28.568 24,792
Other Financing Sources (Uses):
Transfers in 44,569 50,411 53,335
Transfers (out) (54,626) (61,509} (68,139
Proceeds from sale of capital assets 15 72 100
Long-term debt issued - - -
Insurance Discount on Long Term Debt - - -
TOTAL OTHER FINANCING SOURCES {(USES) (19,042) (11,426) (14,704)
Net change in Fund Balances 3,736 17,542 10,088
Fund Balances - Beginning 47,562 51,298 68.840
Fund Balances - Ending $51.298 568,840 $78.928

Source: County Auditor-Controller.
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Major Revenues

The County derives its revenues from a variety of sources including taxes (property and sales),
licenses, permits and franchises issued by the County, fines, forfeits and penalties collected by the
County, use of County property and money, aid from other governmental agencies, charges for services
provided by the County and other miscellaneous revenues.

The approximate percentages of the County’s total General Fund revenues for Fiscal Years
2005-06 and 2006-07 and the budgeted amount for Fiscal Year 2007-08 are presented in the table below.

TABLE 6
COUNTY OF SANTA BARBARA
GENERAL FUND BUDGET ACTUAL AND ADOPTED
FISCAL YEARS 2005-06 AND 2006-07 AND BUDGETED FISCAL YEAR 2007-08

($ 1IN 000°S)
Adopted
Actual Actual Budget
2005-06 2006-07 2007-08
Percent Percent Percent
Amount of Total Amount ofTotal Amount of Total
Taxes (Property and Sales) $158,556 51.3%%  $172,676 52.78%  $176.410 53.51%
Licenses, Permits and Franchises 13,513 4.38 13,782 4.21 16,148 4.90
Fines, Forfeits, and Penalties 5,380 1.74 4,955 1.51 4,656 1.41
Use of Money and Property 5,664 1.84 4,446 1.36 3,005 0.91
Intergovernmental 60,660 19.66 58,418 17.86 57,251 17.37
Charges for Services 61,079 19.80 69,611 21.28 70,232 21.30
Other 3,682 1.19 3.292 1.01 1,979 0.60
TOTAL $308,534  100.00%  $327,180 100.00%  $329,681 100.00%

Source: County Auditor-Controller.

Ad Valorem Property Taxes

Overview. Taxes are levied for each Fiscal Year on taxable real and personal property which is

situated in the County as of the preceding January 1. For assessment and collection purposes, property is
classified either as “secured” or “unsecured,” and is listed accordingly on separate parts of the assessment
roll. The “secured roll” is that part of the assessment roli containing State assessed property and real
property having a tax Hen which is sufficient, in the opinion of the assessor, to secure payment of the
taxes. Other property is assessed on the “unsecured roil.”

Property taxes on the secured roll are due in two installments, on November 1 and February 1 of
each Fiscal Year. If unpaid, such taxes become delinquent on December 10 and April 10, respectively,
and a ten percent penalty attaches to any delinquent payment. In addition, property on the secured roli
with respect to which taxes are delinquent is declared to be in default on or about June 30 of the Fiscal
Year. Such property may thereafter be redeemed by payment of the delinquent taxes and the delinquency
penalty, plus a redemption penalty of one and one-half percent per month to the time of redemption. If
taxes are unpaid for a period of five years or more, the property is subject to sale by the County
Treasurer-Tax Collector.
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Property taxes on the unsecured roll are due as of the January 1 lien date and become delinquent,
if unpaid on August 31. A 10% penalty attaches to delinquent taxes on property on the unsecured roll,
and an additional penalty of 1.5% per month begins to accrue on November 1. The taxing authority has
four ways of collecting unsecured personal property taxes: (i) filing a civil action against the taxpayer;
(1) filing a certificate in the office of the County Clerk specifying certain facts in order to obtain a
judgment lien on certain property of the taxpayer; (iii) filing a certificate of delinquency for recording in
the County Recorder’s office, in order to obtain a lien on certain property of the taxpayer; and (iv) seizing
and selling of personal property, improvements or possessory interests belonging or assessed to the
assessee.

State law allows exemptions from ad valorem property taxation of $7,000 of full value of owner
occupied dwellings. However, the State reimburses all local taxing authorities for the loss of revenues
imputed on these exemptions. The State Constitution and various statutes provide exemptions from
ad valorem property taxation for certain classes of property such as churches, colleges, nonprofit
hospitals, and charitable institutions.

The California Community Redevelopment Law authorizes redevelopment agencies to issue
bonds payable from the allocation of tax revenues resulting from increases in assessed valuations of
properties within designated project areas. In effect, in such project areas, local taxing authorities, such as
the County, realize tax revenues only on the assessed valuations for the year the Redevelopment Agency
was formed.

Under California law currently in effect, these tax collections are allocated approximately 27.0%
to the County, 11.6% to cities, 6.4% to dependent special districts, 4.6% to independent special districts,
42% to schools and 5.3% to redevelopment agencies within the County.

The assessed valuations within the County as of June 30 for the past 10 Fiscal Years are shown in
the Table below.

TABLE 7
COUNTY OF SANTA BARBARA
ASSESSED VALUATIONS
FISCAL YEARS 1998-99 THROUGH 2007-08
(8 in thousands)

Fiscal Net Assessed
Year Secured Unsecured Unitary Exemptions Valuation
1998-99 $27,046,286 $1,919,184 $703,596 {$967,844) $28,701,222
1999-00 28,767,002 1,972,146 711,158 (1,016,269) 30,434,037
2000-01 31,368,402 1,933,553 724,164 (1,021,757) 33,004,362
2001-02 34,127,745 2,070,319 774,256 (1,100,743) 35,871,577
2002-03 36,623,758 2,360,050 825,982 (1,208,338) 38,601,452
2003-04 39,518,502 2,320,621 726,740 (1,301,099 41,264,764
2004-05 43,022,881 2,426,901 743,530 (1,372,516) 44,820,796
2005-06 47,838,453 2,458,096 737,982 {1,544,353) 49,490,178
2006-07 52,791,691 2,546,922 769,814 (1,587,094) 54,521,333
200708 56,836,827 2,571,179 833,438 (1,772,777) 58,468,667

Source, County of Santa Barbara Auditor-Controiler’s Office, Property Tax Diviston.
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A summary of tax levies and collections within the County as of June 30 for the past 10 Fiscal
Years is shown in the Table below.,

Table §
COUNTY OF SANTA BARBARA
SUMMARY OF TaX LEVIES AND COLLECTIONS
FISCAL YEARS 1997-98 THROUGH 2007-08

($ 1IN 000°S)
Collections Within the Total
Fiscal Year of the Levy Collections to Date
Fiscal Year Secured and Unitary Collections in
{June 30) Taxes Levied Amount Percent  Subsequent Years  Amount Percent

1997-98 $249,087 $245,891 98.72% $3,185 £249.077 100.00%
1998-99 263,453 260,526 98.89 2,914 263,444 160.00
1999-00 282,449 278,432 98.58 3,992 282,425 99.99
2000-01 306,687 301,590 98.34 5,059 306,646 99.99
2001-02 333,424 329,327 98.77 4,052 333,378 09.99
2002-03 355912 351,584 98.78 4218 355,803 99.97
2003-04 385,715 381,887 99.01 3,643 385,530 99.95
2004-05 419,530 415,040 98.93 4,162 419,202 99.92
2005-06 466,497 460,518 98.72 3,353 464,871 09.63
2006-07 516,452 505,691 97.92 4,092 509,228 98.71
2007-08" 555,321 340,555 61.33 N/A N/A N/A

+  Property taxes are due in two installmeats and become delinguent on December 10, with respect to the installment due on
November 1 and on April 10, with respect to the installment due on February t. The information shown for Fiscal Year
2007-08 reflects collections through March 13, 2008 only.

Source: County Auditor-Controller.

The Teeter Plan. In Fiscal Year 1993-94, the County has adopted the Alternative Method of
Distribution of Tax Levies and Collections and of Tax Salc Proceeds (commonly known as the “Teeter
Plan™}, as provided for in Section 4701 et seq. of the State Revenue and Taxation Code. Under the Teeter
Plan, cach participating local agency, including cities, levying property taxes in its county may receive
100% of the amount of uncollected taxes credited to its fund in the same manner as if the amount credited
had been collected. In return, the county receives and retains delinquent payments, penalties and interest,
as collected, that would have been due to the local agency. However, although a local agency could
receive the total levy for its property taxes without regard to actual collections funded from a reserve
established and held by the county for this purpose, the basic legal liability for property tax deficiencies at
all times remains with the local agency.

Pursuant to the State law, the County is required to establish a tax losses reserve fund to cover
losses that may occur as a result of sales of tax-defaulted property. Once the tax losses reserve fund
reaches a level of 1% of the total of all taxes and assessments levied on the secured roll for that year, any
additional penalties and interest normally credited to the tax losses reserve fund may be credited to the
County General Fund as provided in the State Revenue and Taxation Code. State law permits any county
to draw down the tax losses reserve fund to a balance equal to one percent of the total of all taxes and
assessments levied on the secured roll for that year, or 25% of the current year delinquent secured tax
levy. Any draw on the tax losses reserve fund is made following adoption of a resolution by the Board of
Supervisors by September 1 of any Fiscal Year. As of June 30, 2007 the balance in the tax losses reserve
fund was $5,631,935.
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Once adopted by the County, the Teeter Plan remains in effect unless the County orders its
discontinuance or prior to the commencement of any subsequent Fiscal Year the County receives a
petition for its discontinuance adopted by resolution of two-thirds of the participating revenue districts in
the County. Further, the County may by resolution adopted not later than July 15 of any subsequent
Fiscal Year after a public hearing, discontinue the Teeter Plan as to any tax levying or asscssment levying
agency i the rate of secured tax delinquency in that agency in any year exceeds 3% of the total of all
taxes and assessments levied on the secured rolls for that agency.

Assessment Appeals. Property tax values determined by the County Assessor may be subject to
appeal by property owners. Assessment appeals are annually filed with the Assessment Appeals Board
for a hearing and resolution. The resolution of an appeal may result in a reduction to the County
Assessor’s original taxable value and a tax refund to the applicant/property owner.

Each assessment appeal could result in a reduction of the taxable value of the real property,
personal property or possessory interest of the property which is the subject of the appeal. Alternatively,
an appeal may be withdrawn by the applicant or the Assessment Appeals Board may deny or modify the
appeal at a hearing or by stipulation.

In Fiscal Year 2006-07 there were 215 assessment appeals resolved affecting the assessment roll
values for Fiscal Years 2003-04 through 2006-07. These appeals affected the assessments for 166 parcels
which had an aggregate original assessed value of $846,310,576. The aggregate assessed value for these
parcels was reduced by $36,080,047 representing a 4.26% decline in the total assessed valuation within
the County.

Effect of Foreclosures on Property Tax Collections. As described above under “~The Teeter
Plan,” once an mnstaliment of property tax becomes delinquent, penalties are assessed commencing on the
applicable delinquency date until the delinquent installment(s) and all assessed penalties are paid. In the
event of foreclosure and sale of property by a mortgage holder, all past due property taxes, penalties and
interest 1s required to be paid before the property can be transferred to a new owner.

In addition, as required under the Tecier Plan (described above), the County maintains a tax
losses reserve fund, to cover potential losses that may result if tax-defaulted property is sold by the
County for less than the amount of the taxes owed. The County has not conducted any sales of tax-
defaulted property in the last five Fiscal Years.

Based on information provided by a private real estatc information service as of calendar year
2007, mortgage holders had sent 1,844 notices of default with respect to properties located within the
County compared to 756 for calendar year 2006, and 688 trustee deeds had been recorded in calendar year
2007 (indicating that the property has been lost to foreclosure), compared to 115 during calendar year
2006. These events are related to declines in the real estate market in general and the collapse of the
subprime sector of the mortgage market that is impacting certain homeowners nationwide. In California,
the greatest impacts to date are in regions of the Central Valley and the Inland Empire, although the
County has been impacted as well, particularly in the unincorporated areas of the County.

County Investment Pool

Funds held by the County in the Investment Pool (the “County Pool”} are invested in accordance
with the Treasurer’s Investment Policy Statement prepared by the County Treasurer-Tax Collector (the
“Treasurer”) as authorized by Section 53601 of the Government Code of California. The Investment
Policy is updated and submitted to the Board of Supervisors annually and the most recent update was
approved on February 12, 2008. Although the Investment Policy permits the purchase of asset backed
securities, none are currently being purchased and there are no collateralized debt obligations or asset
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backed securities currently held in the County Pool. See APPENDIX C—COUNTY OF SANTA BARBARA
INVESTMENT POLICY” for a summary of the current Investment Policy. A complete copy of the County’s
current Investment Policy is available upon request from the County Treasurer-Tax Collector and on the
Treasurer’s website at http://www.countyofsb.org/ttcpapg/fnp/investmentpolicy pdf.

The County Pool represents moneys entrusted to the Treasurer by the County and schools and
special districts within the County. State law requires that all moneys of the County, school districts, and
certain special districts be held by the Treasurer. The Treasurer accepts funds only from agencies located
within the County.

Moneys deposited in the County Pool by the participants represent an individual interest in all
assets and investments in the County Pool based upon the amount deposited. Income is distributed to the
pool participants guarterly based on their average daily cash balance.

The Investment Policy allows for the purchase of a variety of securities and provides for
limitations as to exposure, maturity and rating which vary with each security type. The composition and
value of investments of the portfolio will change over time depending on cash flow demands, as
investments mature, or are sold, and as new investments are purchased and with fluctuations in interest
rates generally.

Funds on deposit with the Treasurer are managed in accordance with the following objectives,;
first, preservation of principal of each participant through the purchase of high quality investments;

second, meeting the liquidity demands of pool participants; and third, achieving a market value of return.

The portfolio structure of the County Pool as of April 30, 2008, was as follows:

Par
Instrument Amount Percent

Commercial Paper $285,230,000 29.9%
Negotiable CDs 62,500,000 6.6
Medium Term Corporate Notes 150,131,000 15.8
Farm Credit 40,311,004 4.2
FHIB 127,108,524 3.3
FNMA 123,443,794 £3.0
FHILMC 124,154,703 13.0
LAIF 40.000.000 _42

TOTAL $952.,879,025 100.0%

The weighted average days to maturity as of April 30, 2008 was 600 days.

The County believes that the County Pool is prudently invested and that the investments therein
are scheduled to mature at the times and in the amounts that arc necessary to meet the County’s
expenditures and other scheduled withdrawals.

For additional information concerning County investments, sece APPENDIX B-“COUNTY OF

SANTA BARBARA COMPREHENSIVE ANNUAL FINANCIAL REPORT FOR THE FISCAL YEAR ENDED
JUNE 30, 2007.”
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Employees

A summary of County full-time eguivalent (“FTEs”) emplovees follows. Some employees are
hired under various federally funded programs.

Number of FTE
Fiscal Year Employees?”
2003-04 4,209
2004-05 4,160
2005-06 4,233
2006-07 4,290
2007-08 4,3419

(1) Excludes temporary employees, contract employees and cornmissioners,
{2} Budgeted employees.

Sources: County of Santa Barbara payroll records as of June 30, 2004 through June 30, 2007, and the Adopted Fiscal Year
2007-08 Budget.

Labor Relations. County employees are represented by the nine bargaining units listed below.
The County has never experienced any major employee strikes or work stoppages.
TABLE 9

COUNTY OF SANTA BARBARA
LABOR ORGANIZATION UNIT CONTRACT EXPIRATION DATES

Number of Contract
Labor Organization Emplovees  Expiration Date
Deputy Sheriff’s Association 512 2/22/2009
Sheriff’s Managers Association 34 4/19/2009
Deputy District Attorney’s Association 47 10/4/2009
Probation Peace Officers Association 253 10/4/2009
Firefighters Local 2046 193 3172010
SEIU Local 630 2,092 10/3/2010
SEIU Local 535 480 10/3/2010
Engincers and Technicians Association 149 10/3/2010
Union of American Physicians and Dentists _ 32 10/3/2010

TOTAL 3,792

Source: County of Santa Barbara, Human Resources.
County Employee Retirement Plans

General. The Santa Barbara County Employees’ Retirement System (the “Retirement System”)
was organized under the provisions of the 1937 County Employees” Retirement Act (the “Retirement
Act™) and became effective on January 1, 1944, The Retirement System operates a cost-sharing multiple
employer defined benefit plan. Members include all permanent full-time employees and those part-time
employees working at least 40 hours per pay period, for the County, County Courts, Air Pollution Control
District, Carpinteria Cemetery District, Carpinteria-Summerland Fire Protection District, Goleta
Cemetery District, Oak Hill Cemetery District, Mosquito and Vector Management District of Santa
Barbara County, Santa Barbara County Association of Governments, Santa Maria Cemetery District and ,
Summeriand Sanitary District. The County and these 10 other participating employers are collectively
referred to as the “Employers.” Employees of the County represent approximately 92% of the
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membership within the Retirement System. During Fiscal Year 2006-07, the County made 94.3% of the
annual Employer contributions to the Retirement System.

The Retirement System is administered by a board (the Retirement Board”) consisting of nine
members and two alternates. The Board of Supervisors appoints four Retirement Board members and the
members of the Retirement System elect six members (including the two alternates). The County
Treasurer is an ex-officio member of the Retirement Board.

The Retirement System has four retirement plans, three of which are currently available 10 new
employees. All new General member employees are enrolled in the contributory General Plan 5 and all
new Safety members are enrolled in the contributory Safety Plan 5 of Safety Plan 6. Non-contributory
General Plan 2 is closed for new membership. All plans provide benefits as defined by the Retirement
Act upon retirement, death or disability of members based on age, years of service, final average salary
and the benefit options selected. Cost-of-living adjustments after retirement are provided in all plans
except General Plan 2, based upon the Bureau of Labor Statistics Consumer Price Index for All Urban
Consumers in the Los Angeles/Riverside/Orange County area, subject to a 3% maximum increase. In
addition to the basic cost-of-living increases, Supplemental Cost-of Living adjustments (“Supplemental
COLAs™) may be provided by the Retirement Board to maintain the purchasing power of retirce and
beneficiary allowance at no less than 80% of the original benefit,

The following tabie shows membership in the Retirement System for the last five calendar years.

TABLE 10
SANTA BARBARA COUNTY PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
MEMBER POPULATION
(As of June 30)

2003 2004 2005 2006 2007

Retirees and Beneficiaries'"’ 2,345 2,440 2,561 2,679 2,812
Terminated Employees™ 660 717 757 778 1,137
Active Plan Participants™ 4,573 4,503 4,505 4,640 4,625
Vested 2,698 2,911 3,117 3,181 3,121
Non Vested 1,875 1,592 1,388 1,432 1,504

(1} Currently receiving benefits.
(2} Includes terminated employees entitled to benefit but not yet receiving them.
(3) Entitled to benefits but not yet receiving them.

Sources: Santa Barbara County Public Employees’ Retirement System Financial Statements, for the Fiscal Years ended
December 31, 2003 through 2007,

Funding Policy. Contributions to the Retirement System are made by members and Employers at
rates recommended by an independent actuary, approved by the Retirement t Board, which rates are then
adopted by the Board of Supervisors. For certain bargaining units, a portion of the members’ contribution
is paid for by the County. Employee contributions are based upon each individual member’s age of entry

into the Retirement System, Member and employer contributions are allocated to various legally required
reserve accounts,

An actuarial valuation is required under the Retirement Act at least every three years. The
valuation must be completed by an Enrolled Actuary, covering the mortality, service, and compensation
experience of the members and beneficiaries, and must evaluate the valuation assets and actuarially
determined liabilities of the Retirement System. The Retirement Act requires the Retirement Board to
recommend to the Board of Supervisors and the other Employers such changes in rates of interest, in the
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rate of contribution of members, and in the Employers’ appropriations as necessary. Once the Retirement
Board recommends any such changes, the Retirement Act requires the Employers to implement such
changes.

Employer contributions are determined under the Entry Age Normal Actuarial Cost Method,
permiited by California Government Code Section 31453.5. The Entry Age Normal method defines the
Normal Cost as the level percentage of salary necessary to fund the projected future benefit over the
period from the date of entry to the date of scparation from active service. The Actuarial Accrued
Liability is the cost allocated to years prior to the actuarial valuation date; comprised of the excess of the
total value of benefits over the value of future member contributions and the value of future on going
annual costs aliocated to the Retirement System by the actuarial cost method used for providing benefits
(future costs) and are made during the working lifetime of the members (the “Normal Cost™). The
difference between the Actuariai Accrued Liability and the Actuarial Value of Assets is called the
“Unfunded Actuarial Accrued Liability” or “UAAL” and is amortized over 15 years from the date cach
new liability is first recognized.

For certain bargaining units, a portion of the members’ contribution is paid for by the County.
Employee contributions are based upon the age of entry into the Retirement System of each mdividual
member. Employee contribution cannot be withdrawn until separation from employment.  Set forth
below is the schedule of the County of Santa Barbara contribution rates for the Retirement System.

TABLE 11
SANTA BARBARA COUNTY PUBLIC EMPLOYEES’ RETIREMENT SYSTEM
SCHEDULE OF EMPLOYER CONTRIBUTION RATES

2003-04  2004-05  2005-06  2006-07  2007-08

Plan

General
Plan 2 4.62% 5.27% 7.69% 8.99% 10.81%
Plan SA 11.66 12.13 14.36 15.51 17.26
Plan 5B i1.33 12.04 14.38 15.63 17.26
Plan 5C - - - - 17.26

Safety
Plan 4A 22.83 26.10 30.82 33.73 34.04
Plan 4B 19,57 22.90 27.68 30.53 28.83
Plan 4C - - - 30.57 31.86
Plan 4D - - - - 31.60
Plan 6A - - - - 34,04
Plan 6B - - - - 31.60

?Preliminary. Does not reflect increases to be implemented on July 1, 2008,
Sources: Actuarial Valuation Reports of the Santa Barbara County Employces® Retirernent System for the Fiscal Years ended
June 30, 2004 through 2007 and the Santa Barbara County Employees” Retirement System.
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When measuring assets for determining the UAAL, the Retirement System has elected to
“smooth” gains and losses to reduce volatility. If in any year, the actual investment return on the
Retirement System’s assets is lower or higher than the actuarial assumed rate of return (which is 8.16%),
then the shortfall or excess is smoothed or spread over a 5-year period. The impact of this will result in
“smoothed” assets which are lower or higher than the market value of assets depending upon whether the
remaining amount to be smoothed is either a net gain or a net loss. As a result of the smoothing practice,
as of June 30, 2007, there were approximately $165 million of deferred gains to be recognized over the
next five years.

Investment Policy, Historical Investment Return. The Retirement Board adopted an investment
policy statement and related policies (the “Investment Policy”) to ensure that the Retirement System is
managed prudently and in compliance with the Retirement Act. These policies set investment return and
risk objectives apnd provide for extensive diversification of assets, securitics, lending, commission
recapture, value-added strategies, proxy voting, and corporate governance issues.

Objectives. The overall goal of the Retirement System is to provide timely and sufficient benefits
to its participants and their beneficiaries, as required under the plan, through a carcfully planned and
executed investment program.

The Retirement System seeks to produce a return on investment that is based on levels of
hquidity and investment risk that are prudent and reasonable, given prevailing capital market conditions.
While the Retirement Board recognizes the importance of the preservation of capital, it also adheres to the
theory of capital market pricing which maintains that varying degrees of investment risk should be
rewarded with compensating returns. Consequently, pradent risk-taking is justifiable.

The Investment Policy of the Retirement System is required at all times to comply with existing
and future applicable State and federal regulatons including but not limited 1o the State Constitution as
amended by Proposition 21 (Public Pension Fund Investments).

Responsibility of Retirement Board. The Retirement Board is responsible for determining the
specific allocation of the investments among the various asset classes considered prudent given the
liability structure of the Retirement System. The long-term allocation guidelines are expressed in terms
of ranges for cach asset class to provide sufficient flexibility to take advantage of shorter-term market
opportunities as they may occur. The asset allocation, which is the System’s investment structure, is
required to be sufficiently diversified to maintain risk at a reasonable level as determined by the
Retirement Board without imprudently sacrificing return. The Retirement Board is required to determine
performance benchmarks against which the asset allocation plan is reviewed to ensure that the asset mix
remains appropriate to meet the long-term goals of the retirement program. The Retirement Board
annually reviews its Investment Policy.

In accordance with the asset aliocation guidelines the Retirement Board selects external
Investment managers with demonstrated experience and expertise whose investment styles collectively
will implement the Investment Policy. The Retirement Board sets guidelines for these managers and
regularly reviews their investment performance against stated objectives.
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Asset Allocation and Target Mix. The Retirement Board adopted an evolving long-term strategic
asset allocation policy in Janvary 2006. Based on this framework, the current asset allocation guidelines
are as follows:

Type of Investment Minimum Maximum  Target
Domestic Investments;
Equities (Russe!l 3000 Mandate)

Russell 1000 Index 19.0% 23.0% 21.0%
Core 16.0
Enhanced 5.0

Broad Growth 7.0 9.0 8.0

Large Value 12.0 14.0 13.0

Small Growth 2.0 3.0 2.5

Small Value 2.0 3.0 2.5
TOTAL DOMESTIC EQUITY 47.0

Fixed Income (Lehman Universal Mandate)

Core Index 8.0 10.0 9.0
Active Core 14.0 17.0 16.0
TOTAL DOMESTIC FIXED 25.0

International Investments
Equities (MSCI ACWI ex US Mandate)

Passive EAFE 2.5 4.5 35
Active Non-US 10.5 14.5 12.5
Emerging Markets 1.0 3.0 2.0
TOTAL INTERNATIONAL EQUITIES 18.0
Real Estate/Real Return: 3.5 6.5 5.0
Alternatives 2.5 5.5 4.0
Cash 0.0 2.0 1.0
TOTAL PORTFOLIO 100.0%

Based on the investment policies of the Retirement Board, the Retirement Board has adopted,
upon the recommendations of the actuary, an actuarial assumed rate of return of 8.16%.

The pet investment refurn on the market value of the Retirement System’s assets was 17.2% for
the year ended June 30, 2007, 12.6% for the three years then ended and 11.7 % for the five years then
ended. This compares to the 8.16% actuarial assumed rate of return that the Retirement System’s actuary
uses to calculate the normal Employer and employee contribution rates and the UAAL on a year-to-year
basis (which is done by projecting into the future a varicty of estimates, including how much is expected
to be earned on the assets of the Retirement System in future years). If a lower investment return rate
assumption were used, then the UAAL would be greater, as would the Employers’ and employees’ annual
contributions for normal costs. The Employers are responsible for making contributions relating to
UAAL. Conversely, the use of a higher investment return rate assumption would result in a smaller
UAAL and smaller Employers’ and employees’ annual contributions. Actual investment resulis that are
higher or tower than the assumed rate of return will also affect the UAAL and the Employers’ annual
contributions.
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Summary of Current Investments, The following table shows the type of investments held in the
Retirement Systems portfolio as of June 30, 2007.

TABLE 12
SANTA BARBARA COUNTY PUBLIC EMPLOYEES® RETIREMENT SYSTEM
SUMMARY OF CURRENT INVESTMENTS

AS OF JUNE 30, 2007
($ 1IN 000°S)

Market

Investment Percent Value
Domestic Equity 49.6% $943,273
Large Cap 44.1 838,306
Small Cap 5.5 104,716
International Equity 18.2 345,740
Emerging Market Equity 2.8 33,610
Domestic Fixed income 24.1 458,091
Real Estate/Real Return 2.4 78,782
Alternatives 0.5 9,960
Cash _06 10,613
TOTAL INVESTMENTS 100.0% $1,900,713

Source: Second Quarter 2007 Investment Performance Report, prepared by Pension Consulting Alliance.

Funding Status.  As of June 30, 2007, the date of the Valation, valuation assets of the
Retirement System were approximately $1.620 billion, the actuarial accrued liability was approximately
$1.959 billion and the funded ratio was approximately 82.7%. The actuarial value of assets may increase
or decrease as a result of investment results of the Retirement System increasing or decreasing below the
actuarially assumed rate of 8.16% per annum as a consequence of increases or decreases in the securities
market. No assurance can be given that the actuarial value of assets of the Retirement System will not
materially decrease.
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Set forth below is five-year historical trend information about the Retirement Systems. The
values reported below represent actuarial values; note that these values differ from the market values:

TABLE 13

SANTA BARBARA COUNTY PUBLIC EMPLOYEES® RETIREMENT SYSTEM
SCHEDULE OF FUNDING PROGRESS

($ in 000’s)
Actuarial
Accrued UAALasa
Actuarial Liabitity Unfunded Annual Percentage
Actuarial Value of (AAL)® Funded AAL Covered  of Covered
Valuation Assets Entry Age Ratio (UAAL) Payroll Payroll
Date {a) (b} (a/b) {b—a) (c) ((b-a)/¢)
6/30/2003 $1,346,665 $1,454,864 92.6% $108,199 $257,237 42.1%
6/30/2004 1,379,170 1,578,769 87.4 199,599 266,960 748
6/30/2005 1,443,824 1,687,632 85.6 243,808 267,785 91.0
6/30/2006 1,552,776 1,805,656 85.8 256,880 287,382 89.4
6/30/2007 1,735,489 2,074,542 82.7 339,053 294,163 1153

(1} Actuarial Accrued Liability.
(2} Unfunded Actuarial Accrued Liability.
Source: Actuarial Valuation Report as of June 30, 2007 prepared by Milliman.

Analysis of the dollar amounts of assets available for benefits, accrued liability and unfunded
accrued liability in isolation can be misleading. Expressing net assets available for benefits as a
percentage of the pension plan provides one indication of the funding status of the Retirement System.
Analysis of this percentage over time indicates whether the Retirement System 1s becoming financially
stronger or weaker. Generally, the greater this percentage, the stronger the system. Trends in unfunded
accrued lability and annual covered payroll are both affected by inflation. Expressing the prefunded
actuarial accrued liability as a percentage of annual covered payroll approximately adjusts for the effects
of inflation and aids analysis of the Retirement System’s progress made in accumulating sutficient assets
to pay benefits when due.

An unfunded actuarial accrued hability is the present value of accrued plan benefits determined
under the actuarial funding method used by the Retirement System to determine contributions. An
unfunded actuarial accrued liability takes into account a member’s service rendered to the calculation date
and it includes the effect of projected salary increases. An unfunded actuarial accrued liability is the
difference between the actuarial accrued bability and assets available to pay for the liability. The
(prefunded) actmarial accrued liability has been calculated on a basis consistent with the funding method
used by the Retirement System to calculate Employer contributions.

Significant assumptions used in the actuarial valuation of the Retirement System include (a) rate
of return on the investment of present and future assets of 8.16% per year compounded annually, (b)
projected salary increases of 4.0% per year attributable to inflation and varying percentages (based on
yvears of service and other factors) attributabie to merit and longevily increases, each compounded
annually and (c) pre-retirement demographic assumptions based on experience analysis, Another
important assumption is post-retirement mortality.
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TABLE 14
SANTA BARBARA COUNTY PUBLIC EMPLOYEES® RETIREMENT SYSTEM
SCHEDULE OF REVENUES NET ASSETS AND RETURN ON MARKET VALUE
Fiscal Years 2002-03 through 2006-07

Source of Revenues Net Assets
Gross At Market Net
Fiscal Investment Value Return
Year Exployee Net County Income/ End of at Market
(June 30) Contributions  Contributions (Loss)® Year? Value
2003 $12,796,575 $33,799,166 $57,301,619 $1,169417 4.6%
2004 13,633,762 39,334,678 190,516,408 1,346,619 15.7
2005 14,827,847 46,720,797 143,795,225 1,476,158,019 9.9
2006 15,057,589 53,976,749 170,316,018 1,628,958,290 10.6
2007 15,853,139 63,395,296 276,581,566 1,900,461,254 17.2

{1) Net of Investment Expenses.

(2) Net of benefits paid, administrative costs, refund of contributions and other deductions,

Sources: Santa Barbara County Employees’ Retirement System Comprehensive Annual Financial Report for the Year ended
June 30, 2006; Experience Stady for July 1, 2003 through June 30, 2006 prepared by Buck Consultants, Investigation
of Experience for July I, 2003 through June 30, 2007 prepared by Milliman, and Actuarial Valuation Reports for the
Santa Barbara County Employees” Retirement System for the Fiscal Year ended June 30, 2007 prepared by Milliman.

For additional information on the Retirement System see Note 11-“Employee Benefit Programs”
in APPENDIX B-“COUNTY OF SANTA BARBARA, CALIFORNIA, COMPREHENSIVE ANNUAL FINANCIAL
REPORT FOR THE FISCAL YEAR ENDED JUNE 30, 2007.”

The Retirement System issues publicly available financial reports that include financial
statements and required supplementary information. Copies of the reports may be obtained by writing the
Santa Barbara County Public Employees’ Retirement System, 3916 State Street, Suite 210, Santa
Barbara, California 93105.

Santa Barbara County Replacement Benefit Plan. Internal Revenue Code (IRC) Section
415(b) limits the maximum annual amount that a defined benefit plan such as Retirement System
can pay to any individual. The Santa Barbara County Replacement Benefit Plan, a qualified IRC
415(m) plan, provides annual retirement benefits otherwise earned by and payable to Retirement
System members but which are limited by Section 415(b).

This plan is administered through a third-party administrator. Participation is limited
solely to retired members whose benefits payable by the Retirement System are limited by
Section 415(b). No assets directly or indirectly relating to this plan are held in trust or otherwise
held or sct aside for the exclusive benefit of participants and their beneficiaries. As of June 30,
2007, there were two retired members participating in this plan and the actual contribution made
by the County was $23,000.

Deferred Compensation Plans
The County offers three deferred compensation plans: the Santa Barbara County Supplemental

Retirement Plan; the County of Santa Barbara Employee Contribution Deferred Compensation Plan and
County of Santa Barbara Social Security Compliance Deferred Compensation Plan.

46


txs


Santa Barbara County Supplemental Retirement Plan. The Santa Barbara County Supplemental
Retirement Plan is an employer discretionary, defined contribution plan established and governed under
Internal Revenue Code Section 401(a). Employer only annual contributions are calculated based upon
agreements with employee bargaining groups and the County or by appropriate action taken by the
County. This plan is administered through a third-party administrator. The County does not perform the
investing function and has no fiduciary accountability for this plan. The County’s actual contributions to
the Santa Barbara County Supplemental Retirement Plan for the last five Fiscal Years are sct forth below:

TABLE 15
SANTA BARBARA COUNTY SUPPLEMENTAL RETIREMENT PLAN
COUNTY CONTRIBUTIONS
Fiscal Year Ending
(June 30) Contribution
2003 $136,000
2004 141,000
2005 143,000
2006 149,000
2007 158,000

Source:  County of Santa Barbara.

County of Santa Barbara Employee Contribution Deferred Compensation Plan. The County
offers to its employees an optional deferred compensation plan created in accordance with Section 457 of
the Internal Revenue Code. This plan is available to substantially all employees eligible to participate in
the Retirement System. This plan allows participants to defer a portion of their current income until
future years (currently up to a maximum of $15,500) and to defer such funds and eamnings from state and
federal taxation until withdrawal. Employees age 50 and over can defer an extra $5,000 for a total annual
deferral of $20,500. The age 50+ catch-up provision is not available in any year the pre-retirement caich-
up is utilized. The pre-retirement catch-up is available to employees for one or more of the last three
calendar years before attaining normal retirement date. The pre-retirement catch-up is limited to the
lesser of (i) the regular dollar limit (currently $15,500) or (ii) compensation eligible for deferral that was
not deferred in any prior tax year. The deferred compensation is not available to participants until
termination, retirement, death, unforeseeable emergency or by qualified loan. This plan is administered
through a third-party administrator. The County does not perform the investing function and has no
fiduciary accountability for this plan.

County of Santa Barbara Social Security Compliance Deferred Compensation Plan. The County
of Santa Barbara Social Security Compliance Deferred Compensation Plan is a supplemental retirement
program utilized by the County in lieu of payments to Social Security (“FICA™), governed under Internal
Revenue Code Sections 3121 and 457 . Enroliment in this plan is mandatory for contract, extra-help,
seasonal and temporary employees. Employees enrolled in the regular retirement system are not eligible
for this plan. Based upon the employee’s gross compensation, the employee’s deferral, on a before-tax
basis, equals 6.0% and the County’s contribution equals 1.5% for a combined total of 7.5%. This plan is
administered through a third-party administrator and is available to all employee groups. The County
does not perform the investing function and has no fiduciary accountability for this plan.
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The County’s actual contributions to the County of Santa Barbara Social Security Compliance
Deferred Compensation Plan for the last five Fiscal Years are set forth below:

TABLE 16
COUNTY OF SANTA BARBARA SOCIAL SECURITY COMPLIANCE DEFERRED COMPENSATION PLAN
COUNTY CONTRIBUTIONS
Fiscal Year Ending
(June 30) Contribution
2003 $100,000
2004 97,000
2005 88,000
2006 108,000
2007 100,000

Source:  County of Santa Barbara.
Other Post-Employment Benefits

Description. The Retirement System administers a postretirement medical program for retired
members and their eligible dependents. Benefits were initially established by the County and the
Retirement System pursuant to a judgment and stipulated settlement among the County, the Retirement
System and retirees. In accordance with the settlement, the County and the Retirement System agreed to
provide a retiree healthcare subsidy in the amount of $8 per month per year of service for members of the
Retirement System who had retired on or before June 24, 1988 and who participated in a County sponsored
health plan. For those members who did not participate in a County sponsored health plan, the subsidy was
continued at the amount of $1.47 per month per year of service. The settlement also stipulated that “excess
earnings” (as defined in the California Government Code County Employees Retirement Law of 1937)
would be used to fund the initial benefits. Since that time the Retirement Board has used “excess eamings”
to expand the benefits to $15 and $4 per month per year of service, respectively. The Retirement Board has
also expanded coverage to provide these benefits to all retirees meeting the eligibility requirements.

The County, the other employer plan sponsors, and the Retirement System have not executed a
formal plan document that provides for these benefits. Under the new accounting rules, GASB 43 and 45
will require that the lability related to the substantive plan must be determined for the Retirement System
and the employers, respectively. The substantive plan is the plan as understood (whether written or
unwritten) by the County (and other plan sponsors) and its employees. GASB 43 and 45 are not limited
to the reporting of vested benefits.

GASB 43. In June 2004, GASB issued Statement No. 43, Financial Reporting for
Postemployment Benefit Plans other than Pension Plans (“GASB 43”), addressing how state and local
governments should account for and report their costs and obligations related to post-employment health
care when administered by a defined benefit pension plan. GASB 43 generally requires that plan
fiduciaries and administrators account for and report the annual cost of OPEB and the outstanding

obligations and commitments related to OPEB in essentially the same manner as they currently do for
pensions.

The Retirement System has established a Health Coverage Reserve and a Supplemental Health
Coverage Reserve to pay for these post retirement health benefits. These reserves have been established in
the Retirement System trust fund. The value of the reserve assets at June 30, 2006 was §94,235,000. A
GASB 43 disclosure of the liability related to post employment retiree health benefits was required for the
plan effective as of Fiscal Year 2006-07. As a preliminary step, the actuary for the Retirement System

48


txs

txs

txs


completed a report for Fiscal Year 2005-06, and the actuary calculated the actuarial accrued liability as of
June 30, 2006 at $90.146,000 for these health insurance benefits.

As of March 1, 2008, the Retirement System had not issued its financial statements for the plan year
ended June 30, 2007. A new actuary (Milliman) issued a new draft GASB 43 Actuarial Valuation report
dated December 13, 2007 containing a number of revised assumptions and a number of assumptions to be
considered for adoption by the Retirement Board. The Retirement Board changed actuaries through a
Request for Proposal process after the prior firm experienced significant turnover in actuarial staff. The
value of the health reserve assets at June 30, 2007 was $93,530,000. Milliman calculated the actuarial
accrued liability as of June 30, 2007 at $111,326,000. The significant change from the report issued by the
prior actuary was due to a change in retiree health plan participation from 60% to 75%, assuming more
retirees in future years would elect to use the $15 health plan insurance offset versus the $4 in lien
supplemental cash benefit, per month per year of service respectively. Other significant changes were the
assumptions for longer retiree life expectancy and refund of contributions on vested terminations. The
Retirement Board has not taken any action to initiate a funding plan to pay for the increased liability.

A number of technical compliance issues may not permit the Retirement System or the County to
report the assets and related liability in this manner. These issues include the lack of a formal plan that sets
up a separate qualified trust, a determination of the vested status of benefits, the sources of the reserves, the
future distribution of excess earnings and interest crediting policies.

The Retirement System has funded the health reserves (and thereby the benefits themselves)
through a practice of distributing “excess earnings.” This practice transfers assets away from the actuarially
funded, vested benefits (core pension benefits), which practice is not in compliance with Internal Revenue
Code (IRC) Section 401(a). Under the Internal Revenue Code, all pension assets and their earnings must be
used solely for the defined benefit plan. It must be “impossible” for pension assets to be used for any other
purpose other than the payment of pension benefits. (IRC Section 401(a)(2).

Milliman has not calculated future transfers of “excess earnings™ as part of the substantive plan for
calculation of the GASB 43 liability. If the Retirement Board’s policy is to continue the transfer of “excess
earnings” to fund health benefits, GASB 43 requires that the past pattern of distributions be included in the
calculation to determine the liability for health benefits. The Retirement Board adopted the Milliman report;
however, the Retirement Board also adopted a resolution confirming modifications in actuarial assumptions
that did not explicitly confirm Milliman’s actuarial assumption related to “excess earnings”. As recently as
January 29, 2008 the Retirement Board considered a request to continue the distribution of “excess
earnings” for retiree health, and tabled the request, which is contrary to the assumption made in the
Milliman report.

The Retirement System’s interest crediting policy and practice has been to credit most reserves,
including non-valuation reserves (health reserves) with the actuarial assumption rate of 8.16%, irrespective
of the actual rate of retumn. The Retirement System discloses rates of return for all assets even though a
portion of the return is diverted to non-valuation assets. The actuary (Milliman) and the Retirement Board
have not taken into consideration the actual rate of return in the establishment of the coniribution rates, the
overall funding of the core defined benefit plan, and other issues.

As of June 30, 2007, the Retirement System’s actuary (Milliman) reported $93,530,000 as a reserve
for retiree health benefits. The County and the Retirement Board have been advised by tax counsels that
using plan assets to pay retiree health subsidies is not in compliance with federal law. Failure to change this
practice threatens the qualified status of the plan and the tax-favored treatment of benefits for current
employees, retirees, and their beneficiaries. The Board of Supervisors and the Retirement Board have been
working to develop a solution that complies with federal law. To date, they have not agreed upon a
solution.
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The County proposed that the Retircment System ireat all assets, including those currently in the
health and contingency reserves, as valuation assets, and that the Retirement System give the County an
accuraie contribution rate for the basic pension benefit for Fiscal Year 2008-2009 that takes mnto account
this correction to the actuarial valuation for June 30, 2007. The County further proposed that the County
assume responsibility for payment of the medical subsidy of $15 per month per year of service for current
retirees enrolled in the County’s medical plans. The County would make the payments to the medical
care insurers on a pay-as-you-go basis and on a non-taxable basis (not affecting any vesting of such
benefit). In the future the County would consider implementing a 401(h) or a 115 trust. The assets
currently in the health reserve would go back to the core pension benefit. The hiability for this benefit
would be shown on the County’s financial statements for purposes of GASB 43 and 45. The Retirement
System would be relieved of reporting the retiree medical plan’s unfunded liability. The County also
proposed that the Retirement System continue to pay the in-hieu supplemental retirement benefit of $4 per
month per year of service to current retirees who are not enrolled in the County’s medical plans, on a
taxable basis. The assets currently in the retiree health reserve would go back to the core pension benefit.
The liability for this benefit would be reported on the Retircment System’s financial statements for
purposes of GASB 25 as part of the basic pension benefit.

On May 28, 2008, the Retirement Board adopted a different proposal summarized as follows:
Staff of the Retirement Board was directed to cease providing the $15 benefit directly to retirees from
assets of the Retirement System, effective June 30, 2008. Effective June 30, 2007, the Health Reserve
shall be eliminated on the books of the Retirement System and the assets of such reserve will be
reallocated as follows: (1) to the Supplemental Cash Benefit Reserve, in the amount of $8,100,000, to be
treated as a non-valuation asset, for funding the $4 benefit on an ongoing basis; (2) to the 2007-2008
Health Benefit Reserve, in the amount of $7,000,000, to fund the $15 benefit already paid or committed
to be paid by the Retirement System in Fiscal Year 2007-2008; (3) to the Retired Member Benefit
Reserve, in the amount of $78,430,416, to be treated as a valuation asset for so long as the County and the
other plan sponsors pay the $15 benefit. The employer contribution rates for the basic pension benefit
previously provided to the County and other plan sponsors will be modified accordingly. The Retired
Member Reserve will be segregated from other valuation assets and separately identified on the books of
the Retirement System as having come from “excess carnings.” The Retirement System maintains that
such reserve would be available to pay supplemental benefits if the County and other plan sponsors do not
pay the $15 benefit from their own funds, and the reserve would not be transferred into employer advance
reserves in the Retirement System or be considered part of such employer reserves. The Retirement
System will continue to pay the $4 benefit to retirees who are not eligible for or who do not elect the $15
benefit from the Supplemental Cash Benefit Reserve. At any time on or after July 1, 2008, if the County
and the other plan sponsors do not pay the $15 benefit, as soon as practical thereafter, the Retirement
System will commence providing a supplemental benefit, in an equivalent amount, on a taxable basis. In
that case, ail funds in the Retired Member Benefit Reserve will be transferred to the Supplemental Benefit
Reserve and will be deemed non-valuation assets for purposes of the next actuarial valuation. The
Supplemental Benefit Reserve will be the sole source of funding the supplemental benefits to be provided
by the Retirement System under this proposal. The benefits so provided may not exceed the funds
available in the Supplemental Benefit Reserve. The Supplemental Benefit Reserve would be the sole
source of funding of the supplemental benefits under this proposal, but the Retirement Board maintains
that it may credit “excess earnings” to the reserve. Should the Supplemental Benefit Reserve be
insufficient to pay this annual amount of the supplemental benefits, the Retircment Board may pro rate
the remaining reserve funds among retirees and survivors. The Retirement Board maintains that it does
not intend to create an unfunded liability for participating employers as a result of this proposed funding
of supplemental benefits.

Also at the May 28, 2008 Retirement Board meeting, a Retirement Board Trustee requested that
the distribution of 2006-2007 “excess earnings™ be put on the agenda for the July 2008 Retirement Board

meeting. The County does not agree with the distribution of “excess eamings” while the Retirement
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System maintains an unfunded liability. During the Fiscal Year 2006-07, the unfunded actuarial accrued
liability grew from $256,880,000 to $339,053,000. The County also does not agree with the proposal
adopted by the Retirement Board. On June 13, 2008, the County filed a complaint in Superior Court (The
County of Santa Barbara v. Board of Retirement, SBCERS, Case No. 1300995} to seek resolution of these
issues. The County does not believe that the eventual outcome of the litigation will have a material
negative impact on the ability of the County to make any of ils debt service payments on existing
obligations or the Certificates.

GASB 45. In June 2004, GASB issued Statement No. 45, Accounting and Financial Reporting by
Emplovers and Postemployment Benefits other than Pension (OPEB) (“GASB 45”), addressing how state
and local governments should account for and report their costs and obligations related to post-
employment health care and other non-pension benefits (“OPEB”). GASB 45 generally requires that
employers account for and report the annual cost of OPEB and the outstanding obligations and
commitments related to OPEB in essentially the same manner as they currently do for pensions. Annual
OPEB costs for most employers will be based on actuarially determined amounts that, if paid on an
ongoing basis, generally would provide sufficient resources to pay benefits as they come due. The
provisions of GASB 45 may be applied prospectively and do not require governments to fund their OPEB
plans. An employer may establish its OPEB liability at zero as of the beginning of the initial year of
implementation. However, the unfunded actuarial liability is required to be amortized over future periods
on the income statement. GASB 45 also established disclosure requirements for information about the
plans in which an employer participates, the funding policy followed, the actuarial valuation process and
assumptions, and for certain employers, the extent to which the plan has been funded over time. These
disclosure requirements will be effective for the County’s Fiscal Year ending June 30, 2008.

(GASB 45 also requires the calculation of an Annual Required Contribution (the “ARC”) which
consists of: (i) the normal cost, for the post-retirement benefits; (i1) amortization of costs attributed to past
service; and (i1) an adjusting element to reflect difference between funding and expensing in previous
years. However, there is no requirement under GASB 45 that the ARC actually be funded.

For fiscal years beginning after December 15, 2006, GASB 45 requires that post-retirement
medical plan liabilities be recognized on an accounting basis, if there are no dedicated assets or funding
arrangements.

The County and the other plan sponsors have not vet determined their liability for OPEB. However,
the County is taking steps to have this liability determined under the appropriate timetable in compliance
with GASB 45. Due to the complexities of this issue, the County has consulted with its own tax counsel and
actuary {Mercer) to determine a preliminary working estimate of the OPEB liability for the County.

Currently, the Retirement System is treating the designated reserves as providing non-taxable
medical payments to retirees who participate in the County-sponsored health plan. The Retirement
System’s treatment of the $15 subsidy for health insurance premiums to retirees is inconsistent with the
Internal Revenue Code. The Retirernent System had previously proposed that the Retirement System and
the County establish an IRC Section 401¢(h) account within the Retirement System’s qualified plan to
remedy this inconsistency.

As a result of an independent evaluation of the Retirement System by a third party (Kroll/'Mercer)
commissioned by the County, the Board of Supervisors directed the County Executive Officer and
County Auditor-Controller to work with the Retirement System to resolve the status of funding retiree
health benefits, and the Retirement Board created a committee to work with the County. The County has
retained tax counsel to review the issues described above and consider necessary future action. In that
regard, the County is aware that there is an array of tasks (such as formalizing the benefit structure,
establishing the rate structure, reviewing the vesting requirements and selecting the legal structure) that
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could affect the reporting of the assets and liabilities related to retiree health benefits and the basic
pension benefit. The County and Retirement Board have been pursuing a resolution to the issues that have
been raised with regard to the funding of retiree heaith benefits and the pension system. The County
intends to file an Internal Revenue Service submission for their Voluntary Correction Program to address
the retirce heaith issue. The submission would identify the problem area, the cause of the problem, and
proposed solution(s) for Internal Revenue Service approval. At this time, the County is unable to predict
the exact timing of any guidance that may be obtained from the Internal Revenue Service or the results or
impact of such guidance. In order for the County and the Retirement System to maintain the qualified
status of the Retirement System, the IRS may request that the County restore any pension funds used (o
pay retiree health benefits (plus interest), pay fees, pay penalties, and/or request that the Retirement
System reallocate assets between pension liabilities and retiree health liabilitics. The amount of any
additional fees, penalties, reallocation, and contributions is unknown at this time.

The retiree health reserves funded by “excess earnings” have been used to pay for non-taxable
health subsidies and taxable health subsidies ($15 non-taxable and $4 taxable) to retirees. The County and
the Retirement System need a formal IRC 401(h) plan to pay the non-taxable portion of the benefit or must
devise another tax comptliant plan. A 401(h) plan must be subordinate to the retirement benefits, a scparate
account must be established and mamtained for the retiree medical benefits, and the benefits can only be
funded by employer’s contributions actually made to the separate account. The Retirement System
proposed a 401(h) plan but the County Board of Supervisors did not adopt it because the plan did not stop
the distribution of “excess earnings™ and it provided for a transfer of the funds in the health reserves to the
401(h) account. The County forwarded to the Retirement System a 401(h) plan that would stop the
distribution of “excess eamings” and transfer the health reserves back to the core pension benefit. The
County and the Retirement Board have not been able to develop a mutually agreeable 401(h) plan. As an
alternative, the County had proposed to fund the health subsidies on an annual basis as provided for in the
Internal Revenue Code. The County may choose to establish a 401(h) account or to establish a trust
separate from the Retirement System with the Retirement System or another entity acting as trustee.
Regardless of the form of the trust, the County would be required to formalize a plan document in order to
establish such an account or trust.

Using the new Retirement System’s actuarial report for the year ended June 30, 2007 that increased
the Actuarial Accrued Liability of the System to $111,326,000 for all plan sponsors, the plan sponsors
would have to report an even larger liability, approximated at $165,000,000 using a lower discount rate
(4%). The County does not have a retiree premium implicit rate subsidy. While the Retirement Board
considered proposed increases by retirees this year, no adjustments were made to the post retirement
medical benefits. The County also believes that the Retirement System cannot approve increases in
retiree health benefits without participation of the plan sponsors. Therefore, at this time the County
believes it is reasonable to interpret the substantive plan to disclose the current level of benefits. Future
adjustments, if any, to those benefits will be reported in future financial disclosures.

At this time, because the Retirement System is treating certain reserves as non-valuation assets,
the County is paying an inflated contribution rate on the UAAL portion of the total rate. The County is
not funding the retiree health benefit because the Retirement System has not established a rate for this
benefit. The net effect is an overall under funding of the benefits.

The County is also required by the Federal Office of Management and Budget to submit to an
annual cost allocation plan under OMB Circular A-87. This requires all assets be used to calculate pension
costs and retiree medical costs to be claimed under federal programs. The cognizant agency of the Federal
government requires a certification that all assets of the pension fund be treated as actuarial valuation assets.
The Retirement System continues to treat the contingency reserve as non valuation assets which could result
in disallowed cost reimbursements from federal and State funding sources,
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The County does not believe that the situation regarding pension and OPEB described above will
have a material negative impact on the ability of the County to make any of its debt service payments on
existing obligations or on the Certificates.

Risk Management

The County has established risk financing internal service funds where assets are set aside for
claim settlements associated with such risks of loss up to certain limits. These funds have been
established for losses related to torts, theft of or damage to and destruction of assets, errors and omissions,
injuries to employees, natural disasters, medical malpractice, unemployment and providing health benefits
to employees, retirees and their dependents. During the last 10 Fiscal Years, there were no claims
settiements that exceeded insurance coverage.

Excess coverage is provided through the California State Association of Countics Excess
Insurance Authority, CSAC Excess Insurance Authority (“CSAC-EIA™) is a joint powers authority
whose purpose is to develop and fund programs of excess insurance for its member counties. The joint
powers agreement provides for additional assessments to members if the pool was to become under
funded. The CSAC-EIA is solvent and does not foresee additional agsessment. Self-insurance and
Authority limits are as follows:

CSAC Excess
Type of Coverage Self-Insurance Insurance
General Liability $500,000 per occurrence $25,060,000
Medical Malpractice $500,000 per occurrence 10,000,000
Workers” Compensation $500,000 per occurrence 150,000,000

The County purchases property insurance from commercial companies through a pool comprised
of a majority of Counties within the State. The shared policy limits for the County’s “All Risk” coverage
is $600 miliion with a $10,000 deductible. All property damage risks are covered on a per occurrence
basis and insured at full replacement values up to the policy limits. The County also maintains
carthquake coverage with shared policy limits of $365 million.

Intrafund Borrowing and Cash Flow
General Fund expenditures tend to occur in relatively level amounts throughout the Fiscal Year.

Conversely, receipts have followed an uneven paftern primarily as a result of secured property tax
installment payment dates in December and April and as a result of delays and uneven payments from
other government agencies, the two largest sources of County revenues.

The County has not issued any Tax and Revenue Anticipation Notes since Fiscal Year 2005-06.
Long Term Obligations

The County has never defaulted on the payment of principal or interest on any of its indebtedness.

Following is a brief summary of the County’s General Fund supported obligations and direct and
overlapping debt.

No General Obligation Debt. The County has no outstanding general obligation debt.
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Certificates of Participation. As of June 30, 2007, the County had outstanding certificates of
participation (collectively, the “Outstanding COPs™) in the aggregate amount of $59,143,000 which are
payable from General Fund revenues. The proceeds of these Outstanding COPs have been used for the
acquisition, construction and renovation of major capital facilities within the County and to advance
refund previously issued debt.

Lease Obligations. In addition, leases entered into in connection with the above certificates of
participation, the County has outstanding capital leases payable from the General Fund in the amount of
$5,015,000 as of June 30, 2007.

Direct and Overlapping Debt. The direct and overlapping debt of the County as of June 1, 2008,
according to California Municipal Statistics, Inc., is shown in the table below. The County makes no
assurance as to the accuracy of the following table, and inquiries concerning the scope and methodology
of procedures carried out to complete the information presented should be directed to California
Municipal Statistics, Inc. Self-supporting revenue bonds, tax allocation bonds and non-bonded capital
iease obligations are excluded from this debt statement.

(Remainder of this Page Intentionally Left Blank)
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TABLE 17

COUNTY OF SANTA BARBARA

STATEMENT OF DIRECT AND OVERLAPPING DEBT

2007-08 Assessed Valuation: $59,252,550,383 (includes unitary utility valuation)

Redevelopment Incremental Valvation:_3.092.900,573
Adjusted Assessed Valuation: $56,159,649.310

OVERILAPPING TAX AND ASSESSMENT DEBT:
Allan Hancock Joint Community College District
High School Districts
Unified School Districts
Goleta Union Schooi District
Orcutt School District
Santa Barbara School District
Other School Districts
Lompoc Healthcare District
Santa Ynez River Water Conservation District, 1L.D. No. 1
Solvang Assessment District No. 90-1
Special District 1915 Act Bonds
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT

DIRECT AND OVERTLAPPING GENERAL FUND DEBT:
Santz Barbara County General Fund Obligations
Alian Hancock Jeint Community College District Certificates of Participation
Santa Maria Joint Union High School District Certificates of Participation
Santa Maria-Bonita School District Certificates of Participation
Santa Ynez Valley Union High School District Certificates of Participation
Buellton School District Certificates of Participation
College School District Certificates of Participation
Solvang School District Certificates of Participation
City of Carpinteria Certificates of Participation
City of Santa Barbara Certificates of Participation
City of Santa Maria General Fund Obligations
Carpinteria Sanitary District General Fund Obligations
Santa Maria Cemetery District Certificates of Participation
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT
Less: Carpinteria Samitary District (100% self-supporting)
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Excludes issue to be sold.

% Applicable Debt 6/1/08
99.762% $ 66,586,147
99.998-100. 125,764,122
100. 52,995,971
100. 22,120,000
100. 13,955,000
100. 27,657,109
100. 36,960,093
100, 74,500,000
100. 910,000
100. 95,000
100. 3.825.000
$425,368,442

100. % $ 56,460,000
99.762 7,197,828
99.998 25,369,493
99.996 23,194,072
100. 3,920,000
100. 3,300,000
100. 7,295,000
100. 1,570,000
100. 1,375,000
100. 4,300,000
100. 15,255,000
100. 15,000,000
100. 1,320,000
$165,556,393

15,000,000

$150,556,393

$590,924,835

$575,924,835

{2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds, non-bonded
capital lease obligations and state contractual obligations within the Department of Water Resources.

Ratios to 2007-08 Assessed Valuation:
Total Gverlapping Tax and Assessment Debt........... 0.72%

Ratios to Adjusted Assessed Valuation:

Combined Direct Debt (§56,460,000)............... 0.10%
Gross Combined Total Debt ..o 1.05%
Net Combined Total Debt...oovnriiciiin 1.03%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/07: $10,580

Source: California Municipal Statistics, Inec.
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Treasury Oversight Committee

Pursuant to California Government Code Section 27131 the Treasurer nominates members to
serve on a Treasury Oversight Committee (TOC). The Board of Supervisors adopts a resolution
confirming the nominated members. The TOC consists of 6 members and convenes quarterly. The TOC
reviews the Treasurer’s Investment Policy and the Treasurer’s quarterly Investment pool Report. The
County Auditor-Controller’s Office performs quarterly reviews and an annual Cash & Investment Audit,
and the results of the quarterly reviews and the annual audit are presented promptly to the Board of
Supervisors.

Land Use Litigation

The County recently received a decision from the California Court of Appeals in Adam Brothers
vs. County of Santa Barbara. In its fourth amended complaint, the plaintiffs alleged that the County
violated the equal protection and substantive due process rights of the plaintiffs when the County and its
employees and consultants fraudulently delineated wetlands on property acquired by Adam Brothers. The
jury found for the plaintiffs and awarded $5.5 miilion in compensatory damages against the County and
$120,000 m punitive damages against three individual defendants. In addition, the trial court awarded
$1 million in attorneys costs and fees. On March 4, 2008, the California Court of Appeals: (i) reversed
the Superior Court’s 2004 judgment for the plaintiffs with respect to their constitutional claims, which
removed the $5.2 million awards of damages (54.579 nullion to Adam Brothers and $892,500 to Iceberg
Holdings) that were based on those claims; (ii) affirmed the Superior Court’s invalidation of County’s
wetland delineation; (iii) affirmed the Superior Court’s denial of plaintiff’s request for declaratory relief
and injunctive relief regarding County’s designation of their land as “open space;” and (iv) directed that
County and the individual County appellants shall recover their costs.

The plaintiffs filed a petition for review with the Supreme Court of California on April 14, 2008.
Failed Petitions to Split the County and Form a New County

In 1997 and in 2006, petitions were submitted to the voters proposing to divide the County. Both
of those ballot measures failed to receive sufficient voter support. The County is unable to predict if
future petitions to divide the County will be submitted to the voters for approval and the effect of such a

proposal, if approved, would have on the County and its finances.

Future Financings

The County expects to undertake the construction of 2 new jail in the northemn part of the County
during the next three Fiscal Years. The total cost of this project is estimated to be approximately
$80.3 million, of which approximately 70% will be paid for with State bond funds with the remainder to
be paid for by the County.
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TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Special Counsel to the County, based upon
an analysis of existing laws, regulations, rulings, and court decisions, and assuming, among other matters,
the accuracy of certain representations and compliance with certain covenants, the portion of cach Base
Rental Payment paid by the County designated as and comprising interest and received by Owners of the
Certificates is exciuded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986 (the “Code”) and is exempt from State of California personal income
taxes, Special Counsel is of the further opinion that such interest is not a specific preference item for
purposes of the federal individual or corporate alternative minimum taxes, although Special Counsel
observes that such interest 1s included in adjusted current eamings when calculating corporate alternative
minimum taxable income. Special Counsel expresses no opinion regarding any other tax consequences
related to the accrual or receipt of the interest portion of the Base Rental Payments or the ownership or
disposition of the Certificates. A complete copy of the proposed form of opinion of Special Counsel is
contained in Appendix E hereto.

To the extent the issue price of any Centificatc Payment Date of the Certificates is less than the
amount to be paid on the Certificate Payment Date of such Certificates (excluding amounts stated to be
interest and payable at feast annually over the term of such Certificates), the difference constitutes
“original issue discount.” The accrual of original issuc¢ discount, to the extent properly allocable io each
Owner thereof, is treated as interest with respect to the Certificates which is excluded from gross income
for federal income tax purposes and State of California personal income taxes. For this purpose, the issue
price of any Certificate Payment Date of the Certificates is the first price at which a substantial amount of
such Certificates Payment Date of the Certificates is sold to the public (excluding bond houses, brokers,
or similar persons or orgamizations acting in the capacity of underwriters, placement agents or
wholesalers). The original 1ssue discount with respect to any Ceriificate Payment Date of the Certificates
accrues daily over the term to such date on the basis of a constant interest rate compounded semiannually
(with straight-line interpolations between compounding dates). The accruing original issue discount is
added to the adjusted basis of such Certificates to determine taxable gain or loss upon disposition
(including sale, prepayment, or payment upon the scheduled principal payment date) of such Certificates.
Owners of the Certificates should consult their own tax advisors with respect to the tax consequences of
ownership of Certificates with original issue discount, including the treatment of Owners who do not
purchase such Certificates in the original offering to the public at the first price at which a substantial
amount of such Certificates is sold to the public.

Certificates purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable on their respective Certificate Payment Dates (or, in some cases, at their earlier
cail date) (“Premium Certificates”} will be treated as having amortizable premium. No deduction is
allowable for the amortizable premium in the case of securities, like the Premium Certificates, the interest
with respect to which is excluded from gross income for federal income tax purposes. However, the
amount of tax-exempt interest received, and a Owner’s basis in a Premium Certificate, will be reduced by
the amount of amortizable premium properly allocable to such Owner. Owners of Premium Certificates
should consult their own tax advisors with respect to the proper treatment of amortizable premium in their
particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from
gross income for federal income tax purposes of interest with respect to obligations such as the
Certificates. The County has made certain representations and covenanted to comply with certain
restrictions, conditions and requirements designed fo ensure that interest with respect to the Certificates
will not be included in federal gross income. Inaccuracy of these representations or failure to comply
with these covenants may result in interest with respect to the Certificates being included in gross income
for federal income tax purposes, possibly from the date of original delivery of the Certificates. The
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opinion of Special Counsel assumes the accuracy of these representations and compliance with these
covenants. Special Counsel has not undertaken to determine {(or to inform any person) whether any
actions taken (or not taken), or events occurring (or not occurring), or any other matters coming to Special
Counsel’s attention after the date of delivery of the Certificates may adversely affect the value of, or the
tax status of interest with respect to, the Certificates. Accordingly, the opinion of Special Counsel is not
intended to, and may not, be relied upon in connection with any such actions, cvents or maiters.

Although Special Counsel is of the opinion that interest with respect to the Certificates is
excluded from gross income for federal income tax purposes and is exempt from State of California
personal income taxes, the ownership or disposition of, or the accrual or receipt of interest with respect to,
the Certificates may otherwise affect an Owner’s federal, state or local tax liability. The nature and extent
of these other tax consequences depends upon the particular tax status of the Owner or the Owner’s other
items of income or deduction. Special Counsel expresses no opinion regarding any such other tax
consequences.

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may
cause interest on the Certificates to be subject, directly or indirectly, to federal income taxation or to be
subject to or exempted from state income taxation, or otherwise prevent Owners from realizing the full
current benefit of the tax status of such interest. The introduction or enactment of any such future
legislative proposals, clarification of the Code or court decisions may affect the market price for, or
marketability of, the Certificates. Prospective purchasers of the Certificates should consult their own tax
advisors regarding any pending or proposed federal or state tax legisiation, regulations or litigation, as to
which Special Counsel expresses no opinion.

The opinion of Special Counsel is based on current legal authority, covers certain matters not
directly addressed by such authorities, and represents Special Counsel’s judgment as to the proper
treatment of the Certificates for federal income tax purposes. It is not binding on the Internal Revenue
Service or the courts. Furthermore, Special Counsel cannot give and has not given any opinion or
assurance about the future activities of the County, or about the effect of future changes in the Code, the
applicable regulations, the interpretation thercof or the enforcement thereof by the IRS. The County has
covenanted, however, to comply with the requirements of the Code.

Special Counsel’s engagement with respect to the Certificates ends with the delivery of the
Certificates, and, unless separately engaged, Special Counsel is not obligated to defend the County or the
Owners regarding the tax-exempt status of interest represented by the Certificates in the event of an audit
examination by the IRS. Under current procedures, parties other than the County and its appointed
counsel, including the Owners, would have little, if any, right to participate in the audit examination
process. Moreover, because achieving judicial review in connection with an audit examination of tax-
exempt securities is difficult, obtaining an independent review of IRS positions with which the County
legitimately disagrees may not be practicable. Any action of the IRS, including but not limited to
selection of the Certificates for audit, or the course or result of such audit, or an audit of securities
presenting similar tax issues, may affect the market price for, or the marketability of, the Certificates, and
may cause the County or the Owners to incur significant expense.
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CERTAIN LEGAL MATTERS

Ormick, Herrington & Sutcliffe LLP will render an opinion with respect to the validity of the
Sublease, a copy of which approving opinion is attached hereto as APPENDIX E-“PROPOSED FORM OF
LEGAL OPINION.” Copies of such approving opinion will be available at the time of delivery of the
Certificates. Certain legal matters will be passed upon for the Corporation and the County by County
Counsel, by Lofton & Jennings, San Francisco, Disclosure Counsel, and for the Underwriter by Fulbright
& Jaworski L.L.P., Los Angeles, California. Special Counsel undertakes no responsibility for the
accuracy, completeness or fairness of this Official Statement. The fees of Special Counsel, Disclosure
Counsel and Underwriter’s Counsel are contingent upon the delivery of the Certificates.

NO MATERIAL LITIGATION

At the time the Certificates are delivered, the County will deliver an opinion of County Counsel
to the effect that there is no litigation pending or, to the knowledge of the officers or attorneys of the
County, threatened, against the County in any court or other tribunal of competent jurisdiction, state or
federal, in any way (i) restraining or enjoining the issuance, sale or delivery of any of the Certificates, or
(ii) questioning or affecting the validity of the Certificates or (iii) questioning or affecting the validity of
any of the proceedings for the authorization, sale, execution or delivery of the Certificates, or (iv)
guestioning or affecting the validity or enforceability of the Sublease, the Lease or Trust Agreement.

At all times, including the date of this Official Statement, there are certain other claims and
disputes, including those currently in litigation, that arise in the normal course of the County’s activities.
Such matters, include, but are not limited to, employment, land use and contract matters and could, if
determined adversely to the County, affect expenditures by the County, and in some cases, its revenues.,
The County and County Counsel are of the opinion that there are no pending actions that are likely to
have a material adverse effect on the ability of the County to pay the principal of, premium, if any, and
mterest with respect to the Certiticates when due.

RATINGS

Moody’s Investors Service (“Moody’s™) and Standard and Poor’s, a division of The McGraw-
Hill Companies, Inc. (“S&P”) have assigned ratings of “A1” and “AA,” respectively, to the Certificates.
Such ratings reflect only the views of such rating agencies and the County makes no representation as to
the appropriatencss of the ratings. An explanation of the significance of such ratings may be obtained
from Moody’s Investors Scrvice, 7 World Trade Center at 250 Greenwich Street, New York, New York
10007 and from Standard & Poor’s Ratings Group, a division of The McGraw-Hill Companies, Inc.,
35 Water Street, New York, New York 10004. There is no assurance that such ratings will continue for
any given period of time, or that they will not be revised downward or withdrawn entirely by either or
both of the rating agencies if in the judgment of such rating agencies circumstances so warrant. Any such
downward revision or withdrawal of such ratings may have an adverse affect on the market price of the
Certificates. The County undertakes no responsibility either to bring to the attention of owners of the
Certificates any downward revision or withdrawal of any ratings obtained or to oppose any such revision
or withdrawal.
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UNDERWRITING

The Certificates are being purchased for reoffering by Banc of America Securities LLC {the
“Underwriter”) pursuant to the terms of a Contract of Purchase. The Underwriter is obligated under the
Contract of Purchase to purchase all of the Certificates if any are purchased. The Underwriter may offer
and sell the Certificates to dealers and others at prices lower than the offering prices stated on the inside
cover page hereof. The initial public offering prices of the Certificates may be changed from time to time
by the Underwriter.

Series A-1 Certificates

The Underwriter has agreed to purchase the Series A-1 Certificates at a price of $16,846,514.99
which represents the principal amount of the Serics A-1 Certificates, less a net original issue discount in
the amount of $88,260.45, less an Underwriter’s discount in the amount of $635,224.56.

Series A-2 Certificates

The Underwriter has agreed to purchase the Scries A-2 Certificates at a price of $6,600,068.68
which represents the principal amount of the Series A-2 Certificates, plus a net original issue premium in
the amount of $25,391.15, less an Underwriter’s discount in the amount of $25,322.47.

CONTINUING DISCLOSURE

Pursuant to the Continuing Disclosure Agreement, the County has agreed to provide, or cause to
be provided, by no later than the nine months after the end of each Fiscal Year, commencing with the
report due for Fiscal Year 2007-08, to each nationally recognized mumicipal securitics information
repository and any public or private repository or entity designated by the State as a state repository for
purposes of Rule 15¢2-12(b}(5) adopted by the Seccurities and Exchange Commission (each, a
“Repository™) certain annual financial information and operating data, including its audited financial
statements, of the type set forth in APPENDIX B of this Official Statement, with respect to the County’s
preceding fiscal year, and to provide or cause to be provided, to each Repository in a timely manner,
notice of the certain events set forth in the Form of Continuing Disclosure Agreement set forth in

APPENDIX F. These covenants have been made in order to assist the Underwriter in complying with Rule
15¢2-12(b)(5).

The County has never failed to comply in all material respects with any previous undertakings
with regard to said Rule to provide annual reports or notices of material events.

The County’s obligations under the Continuing Disclosure Agreement shall terminate upon the
defeasance, prior prepayment or payment in full of all of the Certificates. The undertakings in the
Continuing Disclosure Agreement shall inure solely to the benefit of the County, the Trustee, the
Underwriter and the Owners and beneficial owners, from time to time of the Certificates, and shall create
no rights in any other person or entity.
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MISCELLANEOUS

The references herein to the Sublease, the Lease, the Trust Agreement and the Assignment
Agreement are brief outlines of certain provisions thereof. Such outlines do not purport to be complete
and for full and complete statements of such provisions reference is made to said documents. Copies of
the documents mentioned under this heading are available for inspection at the County and following
delivery of the Certificates will be on file at the offices of the Trustee in Los Angeles, California.

References are made herein to certain documents and reports which are brief summaries thereof
which do not purport to be complete or definitive. Reference is made to such documents and reports for
full and complete statements of the content thereof.

Any statement in this Official Statement involving matters of opinion, whether or not expressly
so stated, are intended as soch and not as representations of fact. This Official Statement is not to be
construed as a contract or agreement between the County and the purchasers or Owners of any of the
Certificates.

The execution and delivery of this Official Statement has been duly authorized by the Board.

COUNTY OF SANTA BARBARA

By: /s/ Bernice James Mqﬂ”\ﬂﬂ/

Treasurer-Tax Collector d
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APPENDIX A

GENERAL ECONOMIC AND DEMOGRAPHIC INFORMATION
CONCERNING THE COUNTY OF SANTA BARBARA

There follows in this Official Statement a brief description of the County of Santa Barbara,
California (the “County”), together with current information concerning its economy and governmental
organization, its major revenue sources, and funds.

General

The County was established by an act of the Legislature on February 18, 1850 as one of the
original 27 counties of the State of California {the “State”), with the City of Santa Barbara as the County
seat. The County covers approximately 2,274 square miles, of which approximately one-third is located
in the Los Padres National Forest, and is located on the California coast approximately 100 miles north of
Los Angeles and approximately 300 miles south of San Francisco. The County is bordered by San Luis
Obispo County to the north, Kern County on the east, Ventura County to the south and the Pacific Ocean
on the west. The County contains eight incorporated cities, which represented approximately 66.7% of
the aggregate population in the County as of January 1, 2008.

County Government

The County has a general law form of government. A five-member Board of Supervisors, each
member of which is elected by district to a four-year term, serves as the County’s legislative body.
Elections held every two years on a staggered basis. A Chair is clected annually by and from the
Members of the Board of Supervisors. Also clected are the Assessor/County Clerk-Recorder, the
Auditor-Controller, the District Attorney, the Superintendent of Schools and the Sheriff and
Treasurer/Tax Collector/Public Administrator. A County Chief Executive Officer and the County
Counscl are appointed and hired by the Board of Supervisors.

The County Chief Executive Officer manages the day-to-day business and activities of the
County’s departments pursuant to policies established by the Board of Supervisors, and the County
Counsel provides legal counsel to the Board of Supervisors.

The County provides a wide range of services to its residents, including police protection,
medical and health services, library services, judicial institutions including support programs, road
maintenance, airport service, parks and a variety of public assistance programs. Other services provided
by special districts, which are governed by the Board of Supervisors, include fire protection, lighting,
sanitation and flood control.
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Population

According to the Department of Finance estimates, the population in the County grew by
approximately 3% between 2004 and 2008.

TABLE A-1
POPULATION OF SANTA BARBARA COUNTY
AND INCORPORATED CITIES

(As of January 1)
Area 2004 2003 2006 2007 2008

Incorporated:
Buellton 4.452 4,524 4,526 4,663 4,700
Carpenteria 14,348 14,251 14,106 14,123 14,271
Goleta 30,691 30,471 30,136 30,169 30,400
Guadalupe 6,303 6,256 6,393 6,397 6,541
Lompoc 42,209 42,076 41,734 41,015 42,957
City of Santa Barbara 90,379 89,959 83,137 89,456 90,305
Santa Maria 85,238 88,247 89,787 90,383 91,110
Solvang 5,574 5.540 5,486 5,495 5,555

SUBTOTAL' 279,194 281,224 281,304 282,651 285,839
Unincorporated 135,802 136,207 138685 141,774 142 816

TOTAL 415,086 417,431 419,989 424425 428,655

Source: State of Califomia, Department of Finance, Table 2: E-4 Population Estimates for Cities, Counties and State
2001-2008 with 2000 DRU Benchmark.

(Remainder of this Page Intentionally Left Blank)
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Industry and Employment

The following Table A-2 compares estimates of the labor force, civilian employment and
uncmployment for County residents, State residents and United States residents between 2003 through
2007.

TABLE A-2
CIVILIAN LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT
ANNUAL AVERAGE FOR YEARS 2003 THROUGH 2007

Civilian Unempleyment

Year and Area Labor Force Employment Unemplovment Rate
2003

County 209,600 199,000 10,600 5.1%
State 17,418,700 16,227,000 1,190,500 6.8
United States 146,510,000 137,736,000 8,774,000 6.0
2004

County 213,000 202,900 10,100 4.7
State 17,538,800 16,444,500 1,094,300 6.2
United States 147,401,000 139,252,000 8,149,000 55
2005

County 215,800 206,400 9,400 4.4
State 17,695,400 16,782,300 958,100 5.4
United States 149,321,000 141,730,000 7,591,000 5.1
2006

County 214,200 205,500 8,700 4.1
State 17,901,900 17.029,300 872,600 4.9
United States 151,428,000 144,427,000 7,001,000 4.6
2007

County 217,400 207,900 9,500 4.4
State 18,188,100 17,208,900 974,200 5.4
United States 153,124,000 146,047,000 7,078,000 4.6

Source. State Employment Development Departrent, Labor Market Information Diviston
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The largest industries in the County (Santa Barbara-Santa Maria-Goleta Metropolitan Statistical
Area (an “MSA™), in terms of the percentage of employment in each respective industry, are estimated by
the State Employment Development Department as set for the below. An MSA is a geographic entity
defined by the U.S. Office of Management and Budget for use by federal statistical agencies m collecting,
tabuiating, and publishing federal statistics. A metropolitan arca contains a core urban area of 50,000 or
more population. Each metropolitan area consists of one or more counties and includes the counties
containing the core urban area, as well as any adjacent counties that have a high degree of social and
economic integration (as measured by commuting to work) with the urban core.

TABLE A-3
COUNTY OF SANTA BARBARA
(SANTA BARBARA-SANTA MARIA-GOLETA MSA)
EMPLOYMENT BY INDUSTRY GROUP
ANNUAL AVERAGES!"

Industry Employment 2003 2004 2005 2006 2007
Agriculture 16,200 16,000 16300 15400 15,900
Natural Resources and Mining 800 800 900 1,100 1,200
Construction 8,600 9700 10,100 10,500 10,500
Manufacturing 13,300 13,200 13,600 13,600 13,200
Trade, Transportation and Utilities 27,300 27,700 27,900 28200 28,200
Information 4,100 4,000 4,100 4,000 3,900
Fmance, Insurance, and Real Estate 8,400 8,500 8,600 8,700 8,200
Professional and Business Services 21,100 22,100 22,800 22,300 22,500
Education and Health Services 19300 19,600 19400 19500 20,300
Leisure and Hospitality 21,700 21,900 22400 22,700 22,700
Other Services 5,800 5,600 5,700 5,800 5,900
Government 35600 35900 36400 36,100 37,000

TotaL® 182,200 184,900 188,200 187,900 189,500

(1} Based on the North American Industry Classification System or NAICS.
(2) Based on place of work.

{3) “Total” may not be precise due to independent rounding.

Source: State of California, Employment Development Department.

A-4
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Agriculture

The County is comprised of approximately 1,775,360 square acres, of which approximately
723,074 acres (representing 40.7%) were zoned and in production for agricultural uses in calendar
year 2006. In 2007, the total gross value of agricultural products and crops was $1.103 billion, an
increase of $86.6 miilion compared to 2006 due primarily to the increase in the value of strawberries
which represented approximately 28.3% of the total value in 2007. The value of agricultural production
since 2003 is set forth in Table A-4 below.

TABLE A-4
COUNTY OF SANTA BARBARA
TOP 19 AGRICULTURAL PRODUCTION BY VALUE
CALENDAR YEARS 2003 THROUGH 2007

Agricultural Product 2003 2004 2005 2006” 2007%
Strawberries $142,898,737  $186,066,115  $202,616,827 $231,391,853 $312,754,997
Broceoli 117,388,731 113,153,407 112,690,506 128,873,188 131,070,223
Wine Grapes 65,848,251 83,427,478 160,365,223 107,377,849 99,918,573
Head Lettuce 71,239,293 51,062,252 59,191,137 66,950,045 87,845,590
Celery 33,655,806 31,007,372 27,453,638 41,691,008 19,686,202
Avocadoes 55,385,731 29,353,518 29,017,588 40,287,927 20,811,595
Cauliflower 43,595,172 35,790,197 39,288,326 37,415,108 46,107,384
Leaf Lettuce 23,606,533 17,953,657 23,976,443 26,851,912 25,705,118
Cattle 23,431,109 28,610,862 30,791,535 26,603,767 27,340,291
Gerbera Cut Flowers™ 18,035,705 21,956,946 - e 23,564,547
Lemons _ e 19,211,743 4 814,804,520
Lily Cut Flowers ) . =& 18.910.355 288,517,513
Subtotal Top Ten Crops 595,085,068 598,381,804 704,602,968 726,353,212 814,804,520
All Other Crops 262,931,515 307,005,691 292.997.610 290.381,932 288,517,513
TOTAL $858,016,583  $905,387,495  $997,600,578  $1,016,735,144  1,103,322,033
Percent Change 11.19% 5.52% 10.18% 1.92% 8.5%

(1) Revised.

(2) Preliminary.

(3) Gerbera Cut Flowers were not one of the top 10 agricultural products or crops in this calendar year.
(4) Lemons were not one of the top 1 agricultural products or crops in this calendar year.

(5} Lily Cut Flowers were not one of the top 10 agricultural products or crops in this calendar year.
Source: County of Santa Barbara Departraent of Agriculture/Weights and Measures.
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Major Employers

The following Table A-5 provides a listing of principal employers headquartered or located in the

County and their employment levels.

TABLE A-5
COUNTY OF SANTA BARBARA
PRINCIPAL EMPLOYERS
(AS OF APRIL 2007)
Firm Product or Service
University of California, Santa Barbara Education
Vandenberg Air Force Base Air Force Base
County of Santa Barbara Government
Santa Barbara School District Education
Santa Barbara Cottage Hospital Health Care
Santa Barbara City College Education
Raytheon Electronic Systems Electronics
Santa Maria-Bonita Schools District Education
City of Santa Barbara Government
Lompoc Unified School District Education
SUBTOTAL
All Others Various
TOTAL

Sources: State Employment Development Department, Labor Market Information Division and University of

California, Santa Barbara Fconomic Forecast Project, 2007,

Personal Income

Emplovment
9,501

4,782
4214
2,968
2,518
2,360
1,33
1,600
1,487
1,427
32,490
155.860
188,350

% TFotal
County
Emplovment

5.04%
2.54
2.24
1.58
1.34
1.25
6.87
0.85
0.79
_0.76
17.25
82.75

100.00%

The United State Department of Commerce, Bureau of Economic Analysis (the “BEA”) produces
economic accounts statistics that enable government and business decision-makers, researchers, and the

public to follow and understand the performance of the national economy.

The BEA defines “personal income™ as income received by persons from all sources, including
icome received from participation in production as well as from government and business transfer
payments. Personal income represents the sum of compensation of employees (received), supplements to
wages and salaries, proprictors’ income with inventory valuation adjustment (IVA) and capital
consumption adjustment (CCAdj), rental income of persons with CCAdj, personal income receipts on
assets, and personal current transfer receipts, less contributions for government social insurance. Per
capita personal income 1s calculated as the personal income divided by the resident population based upon

the Census Bureau’s annual midyear population estimates.
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Table A-6 below presents the latest available total effective buying income and median household
effective buying income for the County, the State and the nation for the calendar years 2003
through 2007.

TABLE A-6
COUNTY OF SANTA BARBARA
PERSONAL INCOME
CALENDAR YEARS 2002 THROUGH 2006'

Per Capita

Personal Income Personal Income

Yearfand Area (millions of dollars) {dollars)
2006

County $17,490 $43,510

State 1,436,446 39.626

United States 10,968,393 36,714
2005

County 16,500 40,968

State 1,348,255 37,462

United States 10,284,356 34,757
2004

County 15,382 38,313

State 1,265,970 35,440

United States 9,711,363 33,123
2003

County 13,677 33,942

State 1,187,040 33,554

United States 9,150,320 31,504
2002

County 13,059 32,496

State 1,147,716 32,769

United States 8,872,871 30,795

¥ Preliminary.

Source: U.8. Department of Commerce, Bureau of Economic Analysis.
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Principal Taxpayers

Assessed values for the principal property taxpayers totaled $1.7 billion or 2.95% of the County’s
2007-08 Total Assessed Value. The principal largest taxpayers in the County, as shown on the 2007-08

secured tax roll, and the approximate amounts of their assessed values within the County are shown in
Table A-7 below.

TABLE A-7
COUNTY OF SANTA BARBARA
PRINCIPAL PROPERTY TAXPAYERS
FISCAL YEAR 2007-08

2007-08
Assessed Values

Company Type of Business (8 in thousands)’ % of Total
Exxon Corporation Petroleum and Gas $364,658,491 (0.63%
Verizon California inc, Utility 194,900,321 0.33
Southern California Gas Co. Utility 184,663,039 0.32
1260 BB Property, LLC (Biltmore) Hotel 179,000,000 0.29
Southern California Gas Company Utility 160,118,236 0.27
Fairway BB Property, LLC Residential Estate 144,100,858 0.25
HT-Santa Barbara, Inc. (Bacara) Hotel 140,000,000 0.24
Raytheon Company Light Manufacturing 131,901,940 023
Pacific Offshore Pipeline Co. Petroleum and Gas 115,960,045 0.20
Beringer Wine Estates Company Agriculture 112,464,455 0.19

Subtotal - Principal Taxpayers $1,718,767,385 2.95
Remaining Taxpayers Various 56,749.899,615 97.05

TOTAL $58,468,667,000 100.00%

1 Excludes exempt publicly owned property, State assessed property and property subject to special taxes.
Source: County of Santa Barbara Auditor-Controller’s Office.


txs


Commercial Activity

Commercial activity is an important contributor to Santa Barbara County’s ¢conomy. The
following Table A-8 estimates the County’s commercial activity between Calendar Years 2002 and 2006.

TABLE A-8
TRADE OUTLETS AND TAXABLE SALES
COUNTY OF SANTA BARBARA
FOR CALENDAR YEARS 2002-2006%

(3 IN THOUSANDS)

__Taxable Retail Sales 2002 2003 2004 2005 2006'
Apparel Stores $140,283 $150,146 $170,985 $187,526 $202,710
General Merchandise 644,567 662,942 685,677 685,731 679,751
Specialty Stores 473,396 479,283 515,939 536,679 538,783
Food Stores 242.403 246,912 248,649 271,353 281,769
Eating & Drinking 533,792 553.905 385,928 624365 656,189
Household 174,005 181,374 190,702 196,337 200,995
Building Materials 393,139 427,108 484,294 514,286 528,294
Automotive 044,672 1,001,282 1,055,079 1,087,060 1,106,880
Other Retail 179,480 199,593 212,775 239,846 239757

SUBTOTAL 3,727,737 3,902,545 4,150,028 4,343,183 4,435,128
Business & Personal Services 244778 244 237 243,100 246,049 252,534
All Other Outlets 1,095913 1.098.418 1.148.409 1,217,703 1.445.608

ToraL ALL OUTLETS $5.068.430 $5.093.418 $5,541,337 85,806,935 $6,133.270

+ Most recent data available,
Source: Taxable Sales in California (Sales and Use Tax) Annual Reports, California State Board of Equalization.

Construction Activity

The total valuation of building permits issued in the County as estimated by the Construction
Industry Research Board was to approximately $488 million as of 2007. The following Table A-9
provides an estimated building permit valuation summary for 2003 through 2007.

TABLE A-9
BUILDING PERMIT VALUATION
COUNTY OF SANTA BARBARA
FOR YEARS 2003-2007"

(3 IN THOUSANDS)
Residential
Value of
Alterations Total
Single Family Muttifamily and Residential  Nonresidential

Year Units  Valuation Units  Valuation Additions Valuation Valuation Total”
2003 1,240 $289,781 377 345,067 $91,383 $426,231 $146,706 $572,937
2004 961 222,090 556 53,442 87,501 363,033 118,650 481,683
2005 688 192,867 272 47,600 99,841 340,307 166,102 506,409
2006 042 195,122 255 45,205 82,829 321,156 181,978 503,134
20079 478 159,140 245 38,865 75,645 273,650 214,258 478,909

(1) Total represents the sum of residential and nonresidential building permit valuations. Data may not total due to independent
rounding.

(2) Preliminary.

Spurce: Construction Industry Rescarch Board.

A-9
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Transportation

Highways. The County is served by a well-developed transportation network which includes
road, rail, and bus services. US Highway 101 and numerous State Highways such as 1, 33, 135, 166, 154,
217 and 246 provide convenient access throughout the County and its municipalities.

Railroads. Amtrak railroad crosses the through County with its main line generaliy following the
coastline, with stations in Carpinteria, Santa Barbara and Goleta. Freight transportation is also provided
by several intra-state and transcontinental trucking firms.

Airports. The Santa Barbara Airport (the “Airport™), owned and operated by the City of Santa
Barbara, is located approximately 10 miles southeast of downtown area of the City of Santa Barbara on
approximately 952 acres. The Airport, which includes an approximately 45,300 square foot terminal
building, is the regional airport for the San Luis-Santa Barbara-Ventura tri-county area. The Airport is
served by five major airlines that provide non-stop service to 10 destinations in the United States. The
Alirport operates twenty-four general aviation hangars and facilities. Additional hangar facilities are also
available from the two fixed base operators operating at the Airport.

The Airport is in the process of constructing a new two-story, 60,000 square foot terminal
building and additional parking facilities. The new terminal project, which includes relation of the
existing approximately 7,000 square foot historic terminal building, will accommodate aircraft up to the
size of a Boemg 737 and is expected to be completed in 2011.

The Santa Maria Public Airport, providing full-service general aviation, corporate and air carrier
facilities; the Lompoc Airport and the Santa Ynez Airport, providing general aviation facilities, are also
Tocated within the County.

Bus Service. The Santa Barbara Metropolitan Transit District (“MTD™) operates a municipal bus
system serving the cities of Goleta, Santa Barbara and Carpinteria, and the unincorporated areas of
Ellwood, Isla Vista, Montecito and Summerland. Limited commuter service linking Solvang and
Buellton with Goleta, Santa Barbara and the University of California, Santa Barbara is also available
through the MTD. Bus services is also provided by the Clean Air Express, providing roundtrip weekday
service from Santa Maria and Lompoc to Santa Barbara and Goleta; City of Lompoc Transist, providing
fixed route service in Lompoc, Vandenberg village and Mission Hills; and Santa Ynez Valiey Transit,
linking the cities of Buelton, Los Olivos, Santa Ynez and Solvang.

Health Services

There are five privately operated hospitals with a combined total of approximately 870 beds and
seven licensed County-operated health care chinics and 11 licensed community not-for-profit operated
clinics located within the County.

The County operates six federally qualified health center clinics that provide services all
members of the community regardless of their ability to pay. Pnimary care and specialty clinics provide
diagnostic and treatment services for patients with acute and chronic medical conditions. A wide range of
women's health includmg family planning, gynecology and obstetrical care is offered as well as
assessment and treatment for a variety of communicable diseases.
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Education and Community Services

Public school education in the County is available through 17 eclementary school districts, three
unified school districts, three high schoel districts and the County Office of Education. As of Fiscal Year
2006-07, these districts offered instruction at two kindergarten through grade 12 schools, 76 elementary
schools, 14 middle schools, two junior high schools, 11 high schools, one alternative school, one special
education school, nine continuation schools, two community day schools, one school operative by the
Juvenile court system and one County operated community school. School enrollment in Fiscal Year
2006-07 numbered approximately 66,500 in public schools. There are 42 regular graded private schools
within the County.

There is one state university, the University of California, Santa Barbara (“UCSB”) and two
community college districts located within the County. UCSB located in the City of Santa Barbara, offer
more than 200 majors, degrees and credentials through its five schools and the graduate division.
Enrollment at UCSB for the 2007-08 academic year was approximately 20,000. Santa Barbara City
College and the four campus Allan Hancock Joint Community College District offer associate degree and
certificate programs as well providing the first two years of study towards baccalaureate degrees.

The County operate a six branch library system, There are also library systems operated by the
City of Lompoc, the City of Santa Barbara and Santa Maria.

Media services are provided by local newspapers such as the Lompoc Record, the Santa Barbara
Independent, the Santa Barbara News Press, the Santa Maria Times and the Santa Maria Sun.

Recreation and Tourism

The County of Santa Barbara offers numerous opportunities for recreation. Some popular
activities are swimming, climbing, picnicking, boating, surfing, fishing, sailing, whale watching and
water skiing at the beaches, lakes and the more than 2,243 acres of public parks within the County,
camping and wine tasting. The Santa Barbara Harbor and Stearns Wharf, the oldest working wharf in the
State dating back to 1872, the Santa Barbara Museum of Natural History Ty Warner Sea Center, Mission
Santa Barbara and the Santa Barbara Maritime Museum are each located in the City of Santa Barbara, the
Natural History Museum and the Motorcycle Museum in Santa Maria, and the Return to Freedom, 300
acre wild horse sanctuary in Lompoc; are popular tourist attractions within the County.

The County is also home of the Guadalupe Beach Festival, the Santa Barbara International Film
Festival, the Santa Barbara Harbor and Scafood Festival, the Santa Barbara County Vintners Festival, the
Santa Barbara Wine Festival,
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Progiess Adimistiation m 1936 In the emly 80 s the Bowl was detenorabing and the € ounty
decided to Jease the facility to the Santa Babaia Bowl Foundanon Tius gioup through
community fundrawang and grants has been sy stematicaliv renon atmg this beautiful fighty We
featute this because i 1s & good example of the community & Lewn estment i ats mhastmetne
The {ounty has other long term needs that 1equue this type of communyy invelyement

Front Cover Photogiaph by Lauy Vilis

COUNTY OF SANTA BARBARA
STATE OF CALIFORNIA

COMPREHENSIVE ANNUAL,
FINANCIAL REPORT

FOR FISCAL YEAR ENDED JUNE 30, 2007

PREPARED UNDER THE SUPERVISION OF
ROBERT W. GEISs, CPA
AUDITOR-CONTROLLER


txs


COUNTY OF SANTA BARBARA, CALIFORNIA
COMPREHENSIVE ANNUAL FINANCIAL REPORT - TABLE OF CONTENTS
For Fiscal Year Ended June 30, 2007

INTRODUCTORY SECTION

Letter of Transmital

FINANCIAL SECTION
Independent Auditor’s Report
Management’s Discussion and Analysis (Unaudtted)

Fmanciai Statements
Govermnent-wide Financial Statements
Statement of Net Assets
Sutement of Activities

Fund Funancial Statements
Balance Sheet - Governmental Funds
Statement of Revenues, Expenditures, and Changes i Fund Balances - Goverunental Funds
Staternent of Revenues, Expendsmares, and Changes in Fund Balances - Budget and Actual
General Fund
Road Spectal Revenue Fund
Public Health Special Revenue Fund
Social Services Special Revenue Fund
Alcohol, Drug and Meutal Healsh Services Special Revenue Fund
Flood Control District Special Revenue Fund
Proprietaty Funds
Statement of Net Assets - Proprietary Funds
Statement of Revenues, Expenses, and Changes i1 Fund Net Assets - Proprietary Funds
Statement of Cash Flows - Proprietary Funds

Fidueiary Funds
Statement of Fiduciary Net Assets « Fiduciary Funds
Statement of Changes m Fiduciary Net Asgets - Fuluciary Funds
Notes ta the Fmancial Statements

Required Suppierentary Informat:on {Unauduted)
Santa Barbara County Employees™ Retirement System - Schedule of Funding Progress

Combrning and Individual Furd Statements and Schedules

Nonmajot Governmental Funds
Nanative Sununary
Combming Balance Sheet
Combming Statement of Revenues, Expendstures and Changes i Fund Balances
Schedules of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
Stateinent of Revenues, Expenditues, and Changes i Fund Balances - Budget and Actual
Capital Projects Fund
Internal Service Funds
Nartative Summaly
Combining Staternent of Net Assets - lnternal Service Funds
Combimng Statement of Revenues, Expenses, and Chianges i Fand Net Assets
- fnternal Service Funds
Combinmg Statement of Cash Flows - Internal Service Fuads

K

24
23

16
27

28
29
30
Ea!
n
33

34
15
36

37
38

41

79

Bl
86
90
94

i16

17
19

120
121

COUNTY OF SANTA BARBARA, CALIFORNIA
COMPREHENSIVE ANNUAL FINANCIAL REPORT - TABLE OF CONTENTS (CONTINUED)
For Fiscal Year Ended June 38, 2007

Agency Funds

Navrative Summary

Combiing Statement of Changes tn Assets and Luabilities - Agency Funds
Capital Assets Used 1z the Operanon of Governmentat Funds

Schedule by Source

Schedule by Function

Schedule of Changes by Function

STATISTICAL SECTION (Unaudited)

Natrative Swinmay
Financtal Trends
Net Agsets by Categony
Changes n Net Assets
Fund Balances, Governmental Funds
Changes 1n Fund Balances, Governimental Funds
Revenue Capacity
Assessed Valwe of Taxahle Property and Actual Vatue of Property
Property Tax Rates - Direct and Overlapping Governments
Principal Property Taxpayeis
Property Tax Levies and Collecuons

Bebt Capacity
Ratios of Qutstanding Debt by Type
Computation of Legal Debt Margin
Dhrect and Ovetlapping Borded Debt
Economic and Demogiaphic Infonmation
Dainographses and Economic Statistics
Puncipal Employers
Cperating Information
County Employees by Function/Program
Operating Indicators by Puniction/Prograr
Captal Assets and Infrastructure Statistics by Function/Progiam

GLOSSARY

Glossary for the Compiehensive Annial Financial Report

123
124

125
126
127

126

130
131
133
134

135
136
137
138

139
140
14k

142
143

144
145
146

47


txs

txs

txs

txs


COUNTY OF SANTA BARBARA

County Admn st al o0 Bldg
05 E Anapama 81 et Rm 303
Sanla Berbe & CA 82 (1}
(805} 558 2400

ROBERT W GEIS TP A
Aud tor Con aler

THEQ FALLATI G# A
Agsgeniaud o Conoe a1 ng Addrass
PO Box 38
Santa Ba ba @ CA 93 02 0039

FAx (865} 558 20 6

OFFICE OF THE AUDITOR-CONTROLLER

August 24, 2007
To the Citizens of Santa Barbara County

The Comprehensive Annual Finanoial Report (CAFR) of the County of Santa Barbara (County) for the fiscal year
ended June 30, 2007, 1s hereby submitted i compliance with Sections 25250 and 25253 of the Government
Code of the State of Calfornia

Management assumes full responsility for the compietenass and rehability of the information contaned 1n this
report, based upon a comprehensive internal control framework it established for this purpose Because the cost
of internal control should not exceed antiaipated benefits, the obsective 15 to provide reasonable, rather than
absolute, assurance that the finanoial statements are free of any matenal misstatements

Brown Armstrong has issued an unqualified {clean ) opinion on the County of Santa Barbaras financial
statements far the year ended June 30, 2007 The independent auditors report :5 located at the front of the
financial sechion of this report

Managements discussion and analysis (MD&A) wmmediately follows the mdependent auditor’s report and
provides a narrative Introduchion, overview, and analysis of the financial statements MD&A complements this
letter of transmittal and should be read v comunction with it

Profile of the Government

The County of Santa Barbara (County), located approximately 100 miies north of Los Angetes and 300 miles
south of San Francisto, was established by an act of the State Legislature on February 18, 1850 It occupies
2,744 souare miles, one-thurd of which 15 located in the tos Padres National Forest and bhas a population of
424,425 Eight mcorporated cities are within the County Santa Barbara, Santa Mana, Lompoc, Goleta,
Carpmtena, Guadalupe, Solvang, and Buellton The largest employment categories include serwices, wholesale
and retall trade, pubhc administratton, and manufacturing The mild climate, picturesque coasthine, scenic
mountains and numerous parks and beaches make the County 2 popular tounst and recreabonal area

Policymaking and iegislabve authonty 1s vested :n the County Board of Supervisors (Board), which consists of art
elected supervisor from each of five dhstncis The Board 15 responsible, among other things, for passing
ordinances, adopbng budgets, apponbing committees and appomnting the County Executive Officer (CEQ) The
CEOQ, n turn, appoints the non-elected department heads that are not otherwise appointed by law Supervisors
are elected to four-year staggered terms with two supervisors elected i1 even-years and three supervisors
elected n odd-years The County has five alected department heads responsible for the offices of the Clerk-
Recorder-Assessor, Auditor ControBer, District  Attorney, Shenff, and Treasurer-Tax Collector Public
Admimstrator  The following organizabon chart reflects the varous functional categornies reported in the
government-wide Statement of Activibies as well as identifies pnincipal officials
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The County, with an average of 4,290 fuikhme equwalent employees, provides a full range of services to its
residents as the organizabion chart above depicts. Included n operations are vanous component umts which
provide specific services County-wide or ta distinct geographic areas within the County. They include the First 5
Children and Families Eirst Comrmission, County Service Areas, the Santa Barbara County Fire Protectron District,
Figod Control and Water Conservation Districts, Lighting Districts, Sanitation and Sewer Mantenance Districts,
Sandyland Seawall Mamtenance District, the County Redeveiopment Agency, the Santa Barbara County Finance
Corporabion, and the Water Agency. While these enbties are legally separate from the County, the County 1s
finanoally accountable for them as ther governing bodies are substantially the same as the County Board. Cther
entities, such as the Air Poliution Controt Distnict and the Santa Barbara County Association of Governments,
conduct their own day-to-day operations, answer to their own goverrsng board and thus are not mcluded in the
County's financial statements.

The County 1s required by State Jaw to adopt a final budget each vear, This annual budget serves as the
foundation for the County’s financial planrsng and contrel, Budgets are adopted for all governmentat and
proprietary funds and are prepared on the modified accrual basis of accounting. The legal level of budgetary
control 5 mamtained at the fund, department, and object level, The Board must approve amendments or
transfers of appropnations between funds or departments as well as items related to capital assets or
designations. Supplemental appropriations necessary and normally financed by unanticipated revenues during
the year must 2iso be approved by the Board., The Board has delegated authonty to approve transfers of
appropnations between olyject levels within the same department to the County Executive Office,

Factors Affecting Economic Condition

Economy:

Santa Barbara County showed maoderate growth in fiscal year (FY) 06~
07. Indicators show next year wilt contsnue to have a strong economc
base. The following highights are evidence of the changing economy.

e IR playtnent Rate

Employment

» The County's unemployment rate continues to be very low at 4.1%
*  Job growth of 0 1% was a dramatic slowdown from near 2.0%

growth 1n 2005

County Jobs Report Mixed
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Income

« The average annual salary increased 3.7% to $40,103.

Retail Sales

* Retal sales increased 4% to $6.2 bitkion for the 2006 calendar year,

Real Estate

¢ The county-wide median home price increased 6.6% to $719
thousand, compared to a state-wide home price Increase of 6.4%.

+ Santa Barbara County's resrdential real estate market slowed during
2006. The slowdown was reflected in sales volume, price growth,
and new housing production, Given this market trend, it s notable
that existing single-family median home prices remained stable, f;

+ MNon-residential valuations increased 11.7% to $181.3 million,

Tourism

+» The South Coast's 2006 hotel and motel occupancy rate was

esbmated at 71.6%.

Most of the information about the local econcmy 1s derved from the 2007 Sauta Barbwra Counny
Ecanomic Ourlook primed Apred 2007 and baved on the 2004 calendar veqr (with peumission from

the UCSE Econonue Forecast Project)

Economic Indicators
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Financial Indicators

The economy st:ll appears to be good throughout the
U.S., Calfermia and the County While growth in the
U.S. economy has slowed, the Calfornia economic
growth rate was stronger than the U.5, Locally “given
current markets and trends, we see httle hkehhood
that Santa Barbara County’s economy will see
sgnificant growth in the remamder of 2007 or in
20087, Therefore we expect & drop In the growth of
our discretionary revenue accounts, such as property
taxes. Residential real estate sales slowed
considerably and price growth halted Sales volume s
expected to recover slowly beginming in 2008

Last year we projected the County's expenditures to
equal or exceed revenues as It nvested n infrastructure
apd ncurred salary and benefit increases. However, for
the third year \n 2 row revenues exceeded expenditures
due to praperty tax growth above budget estimates and
less capital spending than budgeted. Now the rate of
property tax growth s dechining, this trend may continue
for a few years This will hmit discretionary revenues
available for programs.

A significant amount of County programs and services
are dependent on State funding. The State 15 late with
its budget but no large fiscal impacts are expected for
this fiscal cycle. It appears that the State has 2 structural
long-term deficit. In addition, the County has difficuit
long-term funding 1ssues that are i need of solutions.
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Factors Affecting Economic Condition — Continued
Major Initiatives:
The CEQ, in the County's Proposed Budget, outlines major programs (initiatives), accomplishments and

challenges aligned with the County's Strategic Plan, This document is available at www.countyofsk org/cac/
budgetresearch/budget0708.asp.

ing and.Co J0ity Developme [OCE o JMPrOVEITETNG

Housing and Community Development {HCD) has proceeded with several process improvements to provide
improved customer service and capture cost savings. The improvements are heiping to ensure a comprebensive
monitoring and enforcement program for covenant compliance at affordable homeownership units. HCD has
developed a computerized database of its affordable housing inventory to sighificantly enhance its ability to
track property conditions and real property transactions. The department has reorganized staff resources to
provide additional staffing support to property management activities with a particular focus on menitoring
responsitilities. Emphasis is being placed on compelling violators of the County’s affordable housing covenants
to come into compliance or to sell the unit to an income-qualified famity.

Effective Fy 07-08, the County has achisved Urban County, County Development Block Grant (CDBG)
entitlemnent status. As the fead agency of this Urban County Consortium, the HCD Finance Division has prepared
the required three-year Consofidated Plan and the first annual Action Plan on behalf of the consortium. The
annual Action Plan provides details on the Santa Barbara Urban County’s $1.65 million anticipated CDBG
allocation and proposed uses of those funds to carry out community development activities. The County’s share
(4400,000) has been set aside to partially fund critically needed Casmalia Water System improvements and a
community facility to house public health, library, meeting and recreational amenities induding & community
o0 and support facilities for the New Cuyama area,

ol lvang-Coun

The County Fire Department and the City of Solvang are partnering to improve public safety for the residents of
soivang and the surrounding Santa Ynez Valley area, The current “on call” volunteer fire department has been
eplaced with nine full-time County empioyees including three captains, three engineerfinspectors, and three
irefighters to achieve 24 hour coverage, 7 days per week. It is anticipated a staffed fire station in the City of
solvang will improve both the on-scene arrival times and the number of first responders in the Santa Ynez
/alley. The total operating cost of the Solvang station is estimated at $1.8 miltion, of which $1.2 million is a new
wddition to the County Fire Department's budget. The City of Solvang will also apply to the Local Agency
‘armation Commission (LARCO) to annex into the Fire District and, once annexed, its property taxes will be used
o pay for a portion of the new partnership.

‘erformance Measurerment

‘he County Executive Office, in order to support Strategic Goal 1 of An Efficient Professionslly Managed
yavernment Able fo Anficipate and to Cifectively Respond fo the Needs of the Community, bas started an
pgrade of both the program performance measure and project management databases beginning with a
“orough review of 2l performance measures.

he database upgrade phases in a new performance management system calied Advanced Management of
erformance and Projects (AMPP) over the next 18 months, AMPP enables managers to receive, evaluate and
sport data through schedufes and graphs, measuring progress against goals and performance targets and
howing how rescurces are aligned to service delivery. In other words, it will upgrade our ability to measure
oth the efficiency and effectiveness of County government.

Factors Affecting Economic Condition —~ Continued
it
A Utilities intermai service fund has been established to collect and pay for County-wide utility costs starting in
FY 07-08. Priar to FY 07-08, the General Services Depariment budgeted and paid utility costs which were
funded by General Fund Contribution and Cost Aliocation Revenue. In FY 07-08 and future years, utfities will be

Included in the budgets of the departments that utilize the service. Utifity billings will continue to be paid by
General Services from revenue provided by these departments.

Blue Ribbon Budast Task Force

The Board created the Blue Ribbon Budget Task Force on May 3, 2005 to enable five community members o bring
their expertise to an objective analysis of the County's budget and related processes, The Task Force began work
in 3une, beld regular meetings and disbanded on March 31, 2006,

During its term, the Task Force reviewed and studied many aspects of the County's budget, processes, and
operations. It received information from over three dozen County employees representing a majority of
departments. At its conclusion, the Task Force issued a report, presented o the Board, containing twenty
recommendations. These recommendations focused on revenue enhancement opportunities, operaticnal
efficiencies, and process improvements. This report is available at www.countyofsh.ora/index.asp.

Sianif Capital Proj Operating I
The County completed $13.8 million in capital projects in the current year and has approved $81.8 miior in capital
prajects for FY 07-08 as described on page A-28 of the Proposed Budget. The largest of the ongoing projects
relate to transportation improvements.

Last year the most significant capital project completed was the $4.8 milion Phase 11 of the Westside Starm Drain.
This project is a cooperative project between the Flood Control District and the City of Santa Barbara to construct
the remamning phases of an underground storm drain in the City of Santa Barbara, During frequent rainfall events
severai of the streets and intersections in the Clty of Santa Barbara's Westside community experience inundation
and closures. The Westside Stormn Drain is a major storm water collection system designed to alleviate this
tommon flood prablem.

Long-term financial planning;

Assessed property values for FY 07-08 grew 7.4% cver FY 06-07 values; this will increase secured and
unsecured property tax revenues by an equal percentage. However, the FY 07-08 budget was adopted reflecting
only a 6% increase in these revenues. Additionally, in response to a downturn in real property sales,
conservative estimates for the leading indicators were adopted: 2 30% decrease in property transfer taxes and
an 21% decrease in supplemental propesty taxes,

The County is currently in the process of negotiating new labor agreements with the majority of the County’s
bargaining units,

The County is committed to building a strategic reserve fund of $25 million or 30 days working capital by FY 11-12.
This reserve would be used to maintain services during & slow economy or an emergency. As of June 30, 2007, the
County has set aside $24 mitlion for this purpose.

The County’s Five-Year Capita! Improvement Plan {CIP} identifies capital needs as well as funding sources and
funding shor#alls. The CIP included $128.3 milfion in projected spending on capital projects for FY 07-08. Only
$81.8 million of this planned amount has current funding and is included in the propesed budget. Significant
projects include $31.6 million for transportation projects, $4.1 million and $1.4 million respectively for the Tajiguas
Landfill Phase 2A and 1B Liners, $3.5 million for an integrated Help America Vote Act (HAVA) compiliant voting
system, and $2 million for an Isla Vista downtown parking lot.
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Factors Affecting Economic Condition — Continued

Relevant financial policies:

Using a set of Best Financial Management Practices for Govermmental Issuers of Municipal Debt
pubfished by Fitch Ratings we are benchmarking Santa Barbara County financial policies.

Fund Balance Reserve

The County is committed to building 2 strategic
reserve fund as discussed previously.

———Muitiyear Financial Forecasting

The County's Proposed Budget includes & five-year
financiai forecast focusing on discretionary revenues
and their uses to aid in current year decision-
makisg.

Honthiy or Quarterly Financial
Reporting and Monitoring

The County Budget Director chairs quarterly
projection reviews of each department’s monthly
actual and projected revenues and expenditures. In
addition, the CEO holds quarterly meetings with
each department that focuses on their operations
and performance measures.

Contingency Planning

The County does not have a formal contingency
policy and maintans only a small operating
contingency of less than 1% in the General Fund.
The County is in the process of building a strategic
reserve that will equal approximately 10% of annual
General Fund expenditures. The County also has
ather significant fund balances in its special revenue
funds. The most notewarthy is the Flaod Control
fund balance used to hedge against storm related
disasters.

Nanrecurring Revenue

The County's budget orinciples state that 2
department’s base General Fund contribution will
not include any one-time revenues or expenditures.
Ancther principle states that any year-end
undesignated General Fund balance shouid not be
used te fund ongoing operations, but could be used
to fund designations.

e Fittancial Reporting Awards -«
The Government Finance Officers Association (GFGA)
has awarded the Certificate of Achievement for
Excellence in Financial Reporting to the County for its
CAFR for sixteen consecutive years and the
Certificate  of  Achievement in Popular  Annual
Reporting for ten consecutive years.,

Debt Affordability

The County established a Debt Advisory Committee
{DAC) to provide advice to the Board on debt
issuance and management. In addition, all long-
term equipment or real property leases are reviewed
for lease vs. purchase decisions. An independent
debt affordability review was iast performed in June
1999 before the County presented a vofer iritiative
to build a jait funded by a sales tax increase.

— Superior Debt Disclosure Practices —

The County maintains a complex set of disclosures
in the County's Proposed Budget document and the
CAFR statistical section. We believe that time is of
the essence in the publication of these documents,
The budget is adopted before June 30 and loaded
into the financial system before the close of the first
month of the new fiscal year. The CAFR publication
date 15 generally within 45-60 days of the close of
the fiscal year. The County’s major financial
documents are available on the web at
ofsh,oeg.

Pay-as-you-g¢ Capital Funding

The County policy on  pay-as-you-go is not
formalized. However, many of the County’s funds
only ytilize pay-as-you-go financing. The DAC looks at
repayment sources as one of the key criteria for
approval of new debt issues.

e i Dabt Repayment

The County's current cutstanding debt schedule
features a rapid debt repayment plan that wil
reduce debt by 70% over the next ten years.

— Five-year Capital Improvement Plar -—

The County's Five-Year Capital Improvement Plan
provides for an integration of capital Drojects and
operating impacts in the proposed operakng budget
each budget cycle.

Budgeting Awards

‘The GFOA has presented the Distinguished Budget
Presentation Award to the County for ten
consecutive years.

Awards and Acknowledgments

Certificate of Achievement: The GFOA awarded a Certificate of Achievement for Excellence in Financial
Renorting to the County's CAFR for the fiscal year ended June 30, 2006. This was the sixteenth consecutive year
that the County has achieved this prestigious award, In order to be awarded a Certificate of Achievement, the
gavermment had to publish an easily readable and efficiently organized CAFR that satisfied both generally accepted
accounting principles and applicable legal requirements.

Cenficaw of
Avineyument
fir 1 gelience
w Financeat
feporting
sy«

Ciams of Santa, Barhare
Calitie

[T P,
fate Fen

A Certificate of Achievement is valid for a period of one year only.
We betlieve our current CAFR continues to meet the Ceriificate of
Achievement Program'’s requirements and we are submitting it to the
GFOA to determine its eligibility for another certificate.

In addition, the County also received the GFOA's Distinguished
Budget Presentation Award for its annuai budget document for the
fiscal year beginning July 1, 2006, In order to receive this award, a
governmental unit must pubd#ish a bugdget document that meets
pregram criteria as & policy document, as an operations guide, as a
financial pfan, and as a communications device.

In addition, the County received the GFOA's Award for Qutstanding
Achievement in Popular Annual Financial Reporting for its Popular
Annual Financial Report for the fiscal year ended June 30, 2006. This
award is a prestigious national award that recognizes conformance
with the highest standards for preparation of state and local
government popular reports. In order to recene this award, a
government must publish a Popular Annua! Financial Report, whose
contents conform to program Stancards of creativity, presentation,
understandability and reader appeal.

Cerlificate of Distinction: In September 2006, the International City/County Management Association (ICMA)
presented Santa Barbara County with its Certificate of Distinction for exceeding the standards estabiished by the
ICMA Center for Performance Measurement in the application of performance data to local government
management, including training, verification, public reporting, planning and decision-making, networking, and

accountability.

Acknowledgments: The preparation of the CAFR and its timely issuance is the result of a concentrated,
dedicated, and coordinated effort by the entire Auditor-Controller staff. We would like to acknowledge the special
efforts of the Financial Reporting Division for their assistance in the reports preparation. We would also like to
thank all Courty departments who participated in its preparation.

Michael F. Brown
County Executive Officer
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Robert W. Geis, CPA
Auditor-Controiler
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Harvey ] McCown, €74 INDEPENDENT AUDITOR'S REPORT
Steven R Starbuck, CPA
Alleen X Keeter, CPA
Chris M Thornburgh, CPA
Erie H Xm, MBA, CPA To the Honcrabie Board of Supervisors
County of Santa Barbara, California

Lynn R Krausse, CPA, MST
Rosalva F"’;“! C?;A Ws have audited the accompanying financial statements of the governmenta! activities,
g,:"meM wrez, the business-type activities, each major fund, and the aggregate remaining fund
avon Jones, CPA, MST . . )
Duana H Branthoover, CPA information of the Cournty of Santa Barbara, California, as of and for the year ended June
; 30, 2007 which coliectively comprise the County of Santa Barbara's basic financial

Thomas M Young. CPA .
Alicra Montgomery, CPA, MBA Statements as listed in the table of contents. These financial statements are the

Matthew Gilligan, CPA responsibifity of the County of Santa Barbara’s management. Our responsibifity is to
Hanna J Sheppard, CPA express opinions on these financial statements based on cur audit.

Ryan ] MNielsen, CPA

Jian Oni-Yang, CPA We conducted our audit in accordance with auditing standards gererally accepted in the
Ryan 3 Johnson, CPA United $tates of America and the standards applicable 1o financial audits contained In

Michael C Olwvares, CPA o s
Amanda Fedswa, CPA Govermment Auditing Standards, ssued by the Comptrotier General of the United States.

Salan Su, CPA Those standards require that we plan and perform the audii to obiain reasonable

Anadne § Prunes, CPA assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amecunis and
disclosures in the financial statements. An audii also includes assessing the accounting
principies used and the significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that cur asudit provides a
reascnable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the
County of Bantas Barbara, as of June 30, 2007, and the respective changes in financial
position, and, where applicable, cash fiows thersof and the respective budgetary
comparison for the (General, Read, Public Health, Social Services, Flood Control Enstrict,
and Alcohol, Drug, and Mental Health Services Funds for the year then ended in
conformity with accounting principles generally accepted in the United Siates of America.

In accordance with Government Auditing Standards, we have also issued our report
dated August 24, 2007, on our consideraticn of the County of Santa Barbara's internal
control over financial reporting and on our tests of As complance with certain provisions
of laws, reguiations, contracts, and grant agreements and other matters. The purpose of
that report fs to describe the scope of our testing of internal contre! cver financial
repeorting and compliance and the resuits of that testing, and not to provide an opinion on
the internal controi over financial reporbng of 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 resuits of our audit.
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The management's discussion and anaiysis on pages 11 through 22 and the Santa Barbara County
Employees’ Retirement Systemn scheduie of funding progress on page 79 are not required parts of the
basic inancial stalements but are supplementary information required by accounting principles generaily
accepted in the United States of America. We have applied certain limited procedures, which consisted
principaily 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.

Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively
comptrise the County of Santa Barbara’s basic financial statements. The introductory section, combining
and individual nonmajor fund financial statements and schedules, and statistical section are presented for
purposes of additional analysis and are nol a required part of the basic financlal statements. The
combining and Individual nonmajor fund financial statements and schedules bave been subjected to the
auditing proceduras applied in the audit of the basic financial statements and, in our oplnion, are fairly
stated in all material respects in relation to the bhasic financial statements taken as a whole. The
introductory and statistical sections have net been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express noc opinion on them.

BROWN ARMSTRONG PAULDEN
McCOWN STARBUCK THORNBURGH & KEETER
ACCOUNTANCY CORPORATION

- L]
&

Bakersfield, California
August 24, 2007
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MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED)

The information in this section is not covered by the Independent Auditor's Repart, but is presented as required
supplementary information for the benefit of the readers of the comprehensive annual financial report.

As management of the County of Santa Barbara, California (the County), we offer readers of the County’s
financial staterments this narrative overview and analysis of the financial activities of the County for the fiscal year
ended June 30, 2007. We encourage readers to consider the infarmation presented here in conjunction with
additionat information that we have furnished in the County’s financial statements, which immediately follow this
sections, All dollar 2mounts are expressed in thousands.

FINANCIAL HIGHLIGHTS

Government-wide flnanciat analysis:

The assets of the County exceeded its fisbilities at the close of the most recent fisca! year by $676,053 {(net
assels)

*  $447,411 represents the County's investment in capital assets, less any related outstanding debt
used te acquire those assets (invested in capital assets, net of related debl),

o $124,296 (restricted net assets) is available for the County’s ongoing obiligations related to programs
with external restrictions.

o $104,346 (unrestricted net assefs) is available to fund County programs to citizens and debt
obligations to creditors.

The County’s tota! net assels increased by $41,934 during the current fiscal year:

¢ The $20,970 increase in net assets invested in capital assets, net of relsted debt, represents capital
purchases less depreciation pius the retirement of related long-term debt.

¢ The $6,754 increase in restricted net assets is discussed in the government-wide financial analysis on
page 14,

» The $14,21¢ increase in unrestricted net assets is primarily related to the General Fund’s net increase
in fund balance of approximatety $10,088.

Financial analysis of the County's funds:

Total ending fund balance, $241,889, for the County's governmental funds at June 30, 2007 increased 79, or
$16,418, from the prior year. Of this amount approximately 93%, or $224,920, is avaidable for spending
(unreserved fund balance). Unreserved fund balance for the General Fund increased $10,285 to $69,972, which
eguates to 23% of total General Fund expenditures for the year. Unreserved fund balance increased $3,852 in
the Flood Control District Fund and $3,400 in the Public Heaith Fund.

Capital assets and debt administration:

The County’s investment in capital assets (net of accumulated depreciation) increased by $14,414, or 3%, to
$504,821. During the current fisca! year, the County purchased the Aicohot Drug and Mental Heaith Services
Crisis and Recovery Emergency Services (CARES) building jocated in Santa Maria at a cost of $2,400, completed
Phase II of the Santa Barbara West Sile storm drain 2t a cost of $4,842, and completed various Santa Ynez
Valiey Airport improvements at a cost of $1,560. The County recorded depreciation against its assets of $17,594.
The County's total fong-terr debt decreased by §7,375, or 9%, to $76,463.

i1
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OVERVIEW OF THE FINANCIAL STATEMENTS

Management's Discussion and Analysis introduces the County's financial statements. The County's financial
statemants mclude three compeonents:

1) Government-wide financal statements
2) Fund financial statements
3) Notes to the financial statements

Government-wide financial statements. The govermment-wide financa! statemnents provide readers with a
broad overview of the County’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the County's assets and liabilibes, with the difference
setween the two reported 25 nef assats, Over ime, increases or decreases i net assets are a useful inchicator of
an improving of detenorating County financial position, The statemeant of activities presents the most recent fiscal
rear changes for the County’s net assets. All changes n net assets are reported as soan as the underlying event
ving nse to the change occurs, regardiess of the bming of related cash flows. The statement reports items
esulting in cash flows in the future fiscal periods {e.9. uncollected taxes and earned but unused vacation leave)
1s revenues and expenses in this statement,

fhe government-wide financial statements distinguish funchons of the County principally supported by texes and
ntergovernmental revenues (governmental achvitres) from ather funchons intended to recover all or a significant
sartion of their costs through user fees and charges (busiess-Bpe actvities). The governmental activities of the
“ounty include policy and executive, law and justice, public safety, health and public assistance, community
esources and faciiies, general government and support services, and general County programs. The business-
ype actvities of the County incfude solid waste, sanitation services, and transt operations,

.omponent units 1n the financial statements are legally separate enbities financially accountable by the County
nd are under substantially the same goverming board as the County or provide services entirely to the County.
hey include the First 5 Children and Families Commission, County Service Areas, Santa Barbara County Fire
rotechion District, Flood Control and Water Conservation Districts, Lighbing Distnicts, Sanitation and Sewer
laintenance Districts, Sandyland Seawall Maintenance District, Redevelopment Agency of the County of Santa
atbara, the Santa Barbara County Finance Corporation, Community Faciities Districts, and the Water Agency.

ages 24-25 of this report display the government-wide financial statements.

und financial statements. A find groups related accounts used to mamntam contol Qver resources
agregated for specific actwvibes or objectives. The County, hke other state and local governments, uses fund
ccounting to ensure and demonstrate comphance with finance-related legal reguirements,

acunty funds are daaded into three categoties,
+  Governmental funds
» Propnetary funds
+ Fidunary funds

‘overnmental funds. Governmental funds account for essenbally the same functions reported as governmental
dwvifres n the government-wide financial statements, However, unlke the government-wide financial
atements, governmental fund financial statements focus on near-term nflows and outflows of spendable
wsources, as weli as on balances of spendable resources avalabie at the end of the fiscal year. Such information
useful in evalyating the County’s near-term financing requirements.

wernmental funds focus 1s narrower than that of the government-wide inancial statements. To understand the
ng-term mpact of the County's nearterm finanang decisions, compare the information presented for
wernmenttal funds with similar information presented for govermmental activities n the government-wide
1ancial statements, The reconcihatans of the governmental funds balance sheet and the governmental funds
stement of revenues, expenditures, and changes in fund balances to the government-wile financial statements
2ilitate the compansen between governmental funds and governmental activilies.
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The County mantains 60 indnadual governmental funds combined into 29 for financial reportmg purposes. The
County segregates from the General Fund a number of signfficant funchions it major funds. Information 1s
presented separately in the governmental funds balance sheet and i the governmental funds statement of
revenues, expenditures, and changes i fund balances for the General, Road, Pubiic Heaith, Socal Services,
Alcohol Brug and Mental Health Seraces, Flood Control District and Capital Projects funds, ali considered major
funds. Data for the other 22 governmental funds are combined 1nto a single, aggregated presentation.

The County adopts an annual appropnated budget for all of ws operabng funds, The Budget and Actuat
companson statements provided for the General Fund and major special revenue funds demanstrate performance
agamst this budget.

Pages 26-33 of this report display the governmentat funds financial statements,

Proprietary funds, The County mantains two different types of proprietary funds, Enferprse funds report the
same furchons prasented as busmess-type aciwvibies in the government-wide financial statements, The County
uses enterprise funds to account for solid waste operations, samitation services, and transt operations. Internal
service funds are an accounting dewice used to accumulate and allocate costs internally among the County's
various funchipns. The County's internal service funds account for informatron technology services, vehicie
operations and maintenance, nsk management and nsurance, and communications functons, Since these
services predorinantly benefit governmental rather than business-type functions, they are consolidated within
governmental actvihies In the government-wide financial statements,

Propnietary funds provide the same type of information as the government-wide financiai statements, only n
more detait. The propnetary funds financal statements provide separate formation for the Sold Waste Fund
and Laguna Santtation Fund, considered major funds of the County. Data for the four internal service funds are
combined into a single, aggregated presentation in the propretary funds financial statements,

Pages 34-36 of this repart display the proprietary funds financial staternents.

Fiduciary funds. Fiduciary funds account for resources held for the benefit of parties outside the County.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those
funds are not avarlable to support the County’s own programs, Fiduciary fund accounting 1s similar to propnetary
funds. Fiducrary funds report the external portions of the Treasurer’s Investment Pool and agency funds.

Pages 37-38 of this report display the fiduciary funds financial statements.

Notes to the financial statements. The notes o the financial statements provide addibional information that 1
essential to a full understanding of the data provided in the government-wide and fund financial statements,

Pages 41-77 of ths report display the notes to the financial statements,

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earher, net assets over time s a useful indicator of a government’s financial posibion, In the case of the
Caunty, assets exceeded Labilites by $676,053 at the close of the current fiscal year., The components of total
net assets are as foliows:

Investment 1n capital assets {e.q. land, buildings, roads, bridges, flood control channels and debris basins,
machinery, and equipment), less any related outstanding debt used to acguire those assets, of $447,411, is the
largest portion of the County’s net assets. The County’s investment n capial assets (ret of accumulated
depreciation} {otals $504,821 while refated debt amounts to $77,247 reduced by $19,837 w unspent proceeds of
debt. The County uses these capital assets to provide services to Gtizens, as such, these assets are not avallable
for future spending. Although the County's nvestment n its capital assets 1s reported net of related debt, the
resources needed to repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to iquidate these liabilies.
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Restricted net assets, $124,296, represent resources subject to external restnctions on their use Restricted net
assets 15 pnmanly comprised of 1) Property taxes dedicated to speaific services such as fiood controt and fire
protection (44%), 2) State imposed restricrons (37%), 3) Federal imposed restrichions for federally-quaitfied
health centers (9%}, 4) Debt service (7%), &) Cable television pubhc access funds (2%), and 6) Federal and state
aliocabions for roads {1%) Restricted net assets increased by $6,754 from the pnor year The following table
describes the primary reasons for the increase

. Increase
Changes in restricted net assets Decrease
Inerease of Flood Control restiscted assets as revenues exceeded expenses $ 1848
Increase of Public Health restnicted assets mannly due to mcrease m FQHC testneted fund balance 2746
Increase of Fire District assets due to icreased property tax revenues and operating cost savings 1658
Increase in Shenff restricted assets due to unspent categonical grants 1637
Increase n testiicted assets of the Water Agency as revenues exceedad expenses 967
Tncrease 1 restiicted assets related to the Affordable Housing 6%
Increase of Cletk Recorder-Assessor restricted assets due to funds set aside for efections equipment 356
Increase due t¢ a reduction m awards bemg paid out by the Coastal Resource Enhancement Fund 487
Trerease 1n the Alcohol Drug and Mental Health Services Fund due to revenues exceeded expenses 34
Decrease m net agsets for Laguna Sanrtation due 1o final payment made on 1997 COPs (278)
Decrease in property tax yrpounds due to sestlernent of the McDomnetl-Douglas impound 290)
Dectease n vestricied Furst 5 Chuldren and Families Cotnnnission prograins as tobacco 1ax expenses exceeded revenues (300)
Decrease n restricted assets of the Redevelopment Agency due to the use of restnicted housing funds (1,652}
Decrease of Road Fund restricted assets as expenses exceeded revenues 3,312)
Other increases, net 174
Total 5 6754
SRS

Unrestricted net assets in the amount of $104,346 are available to fund County programs to Citrzens and debt
obkgations to creditors  Unrestricted net assets increased $14,210 compared to the prior year

The County's Net Assets (i thousands)

Govel nmental Businesstype Tatal
Achvitles Achwnes ‘Fotal Daollar Peicent
2006 2007 20686 2007 2006 2007 Change Charge
Current aand other asseis ¢ 385626 § 370877 5 35862 & 40016 % 421782 § 410685 3 (i1 08T} (3%
Capual assets 431397 444 995 55610 54 326 490 407 504 821 14 414 3%
Total assets 317317 815,674 94 872 59,542 9i2 £89 915316 3327 (v
Current and other fiabibines 165 310 68 134 1 464 3,005 106 774 6 859 (35 915) (M%)
Long tarm liabilities 112 667 130717 38629 37847 171296 188 64 2 697) 2%
Tatal habikifres 237477 158,87% 40093 44 592 278 070 235 463 (38 607) {14%)
Net assets
Invested m capitz] assets net
of related debt 381 435 399 830 45006 47611 426 44) 447 413 20970 ki
Restricted 116519 12351 19023 HY 117 542 b4 296 6754 %
Unrestricted 81 386 #3424 £ 750 19922 50 H36 104 346 14 210 16%
Total net assets $ 579340 % glﬁlﬂ $_S4770 3 oudd gg $ 634.119 § ﬁzgﬂﬁa 3. 3L03d 7%

At fiscal year end, the County reported a 5% increase in net assets invested in capital assets, net of refated debt
As discussed abave, the County’s restricted net assets increased by 6% whie unrestricted net assets increased by
16% In the prior fiscal vear, the County also reported increases in all three categories of net assets

The County's total net assets increasad by $41,934 during the current fiscal year The Increase in net assets that
are invested \n capital assets, net of related debt, of $20,970 represents capital acquisitions Jess current year
depreciation plus the retrement of refated long-term debt The increase in restrcted net assets, $6,754, 15
sllustrated above The increase 1n unrestricted net assets, $14,210, 1s pnmanly related to the General Fund's
increase n fund balance of approximately $10,088 In addition, current and other liabiibes decreased by $35,915
mainly due to the County not :ssuing a $47,000 Tax Revenue Anticipation Note (TRAN) in the current year
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Gos ernmeniat Business lype Total
ArtiviDes Activiies Total Dollar Percent
2006 07 2006 1007 2906 2097 Change Change
Revenues
Piogrum tevenues
Chuges for serviies $ %8764 % 174263 0§ 27265 8 27470 § 1S6{29 F 20§33 % 15704 #a
Operattng grants and Lonmbunens 260 905 2Atd 169 idif BS4 262315 378023 12 708 5%
Capial gants and contabulons 754 &16 754 418 278) (37%s)
General 1evennes
Propenty {ixes 178 920 195001 178920 195801 16081 %
Motar welncke in hew iy m m M e
Sales laxes 15743 17286 172 1% 15915 17420 1508 o
Tranwenl occupancy tax 5631 6581 631 [ 334 460 17
Tnrestucted mveSUne! © engs 4368 Z8e7 942 2GRS § 250 4936 (294) {6%)
Guain on sale of cwpital assus Pl 1269 40 i 624 1270 646 14t
Othet 7052 7513 L1 7052 g 484 1432 240
Total revenues 612 300 £70 706 30190 i 45¢ E62 490 75} 235 43 735 T
Expenses
Policy & executive 7382 B 560 7183 8569 1216 179,
Lovw & nstiee w58z 41 186 3 502 4f [86 1594 4o
Public safery 169 497 141 566 169497 18] 466 17 06 a
Henith & public assistance 258369 271 806 238 163 271 808 12437 b
Community Tesonces & publi facilittes 71200 84783 71200 #4735 11585 19%4
General goveinment & Suppot setvices 30388 3677 30818 W 5543 19
Ceneal county progiams %530 14 744 - 15570 14734 {796} {380}
Titereat on tong teun debt 4830 2388 4880 b4 (1491} (3170}
Sold wiste = 19156 Zi 457 19356 1857 2 561 117,
Lagunt sanilznon - 4970 5 066 481 5066 196 4ty
Transl 57 82 37 52 s 9%
Total exgenses 597239 643 308 24 281 26 983 621522 869 291 47 769 8%
Excess of 1EVENUES OVeY eXpenses 35061 37 460 54907 434 40068 41634 966 2%
Trnsfers <5 3 (55) (3)
Increase m net gisets 3516 17463 3§52 4471 40958 41934 958 2%
Net Assets Beginomg 344 224 £79 340 48 927 54779 593 151 534 118 41 968 T
Net Assets Endwng $ $79340 _§ BISE0OZ § 34770 % KD g‘iﬁ g aulio 8 676{34? § 4193 %

Governmental activities. Governmental activities increased the County’s net assets by $37,463 for the year
ended June 30, 2007, accounting for 89% of the total increase in net assets Governmental activibes operating
revenues exceeded operating expenses by $37,460 Transfars prowded a total increase in net assets of $3
Revenues. Total revenues for the County’s governmentat activibes increased 8% from the prior year

15



txs

txs

txs

txs

txs


S5 an am of the state government, operating grants and contribubions serve multiple programs representing
0% of the County's funding for governmental actvioes and are bed to mandated services such as public
ssistance, health, and mental health, These revenue sources increased hy $13,264, or 5%, from the prior year
s the cost of providing these services grew. Additionally, charges for services increased by $15,499, and capital
rants and contributions decreased by $278.

eneral taxes generated locally provide the Board of Supervisors (Board) with most of its discretionary spending
bility. Since the formation of County government in the 1850s, basic pubhic safety services such as sheniff, fire,
nd district attorney consume most of these resaurces.

he $18,891 increase i general revenues 15 primanly due to the following

+ Property taxes tncreased $16,081 or 9% to $155,001 primarily due b increases in assessed values of
real property.

« Sales taxes wcreased by $1,543, or 10%, to $17,286. The total sales tax revenue cludes the 1%
sales tax allocation to the General Fund and the ¥:% Measure D tax distnbution ko the Road Fund.

o Unrestncted nvestment earnings decreased by $1,441, or 33%, to $2,867. The aanual pool
nvestment earnings rate increased m the current year from 3.74% to 4.96% and the General Fund's
average daily cash balance was higher dunng the year, However, w1 the prior year $1,421 of interest
revenue was earmed by the General Fund on a $47,000 Tax Revenue Anticspation Note set-aside cash
balance No TRAN was necessary in the current year,

Use of General Revenues - Governmental Activities
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penses. Total expenses for governmental achivibes were $542,306, an increase of 8%, or $45,067, from the
or year, As a service delivery enbty, the County’s major cost component is salaries and benefits, amounting o
%o of the total County expenses, The average fuil time equivalent (FTE) employee count for the County
duding business-type activibes) increased from 4,233 in the prior yvear to 4,290 at June 30, 2007.

1 total increase N program expenses for the County’s governmental actvibies s attnbuted generaily 1o the
awing factors

s Total salanes and berefits expense increased across all funchions (ncluding busimess-type activibies)
by $27,847 or 8% from the prior year primanly as a resuit of a cost of iving adjustment (COLA) of
3.0%, or $10,8B35, an wmcrease in the County’s contribubion to employees’ retirement of 2.5%, or
$8,343, and an employer health surance increase of 0.8% or $2,915,

»  Pohcy and executive expenses mncreased by $1,216 or 17%, primanly due to an increase of $650 m
County Counsel salanes and benefits and a decrease of $543 in County-wide overhead allocaton,
County Counsel's workforce increased by an average of four FTES as a result of the fithing of vacant
pos:tions.

+  Law and justice expenses mcreased by $1,594 or 4%, pnmarly due to salanes and benefits increases
of $975 and $639 in the District Attorney and the Pubixc Defender respectively. The District Attorney’s
workforce increased by an average of six FTEs while the Public Defender increased by an average of
three FTEs,
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« Public safety expenses \ncreased by $12,069, or 7% The increase 1s primanty due to an increase in
salaries and benefit costs of $10,854 in the Sheriff and Fire departments. The Shenff Department FTE
count rese by an average of 30 positions due to henng new staff and filing vacant positens.

+ Health and public assistance expenses increased by $13,437, or 5%, prmanly due to screased
salanes and benefits expense of $2,152 in Public Health, $2,235 n Alcohol Drug and Mental Health
Services, and $2,131 in Social Services, The increases were the result of COLAs and increased health
insurance and retirement rates. In addibon, Alcohot Drug and Mental Health Services expenses for
services and supphes increased by $4,226 This increase 15 primanly due to the implementation of
new Mental Health Services Act (MHSA/Prop 63) pragrams focusing on under/un-served areas cf the
County and growth 1n Children and Alcohol and Prug programs contracted services,

o Commurnty resources and public faclties expenses ncreased by $13,585, or 19%  Road Fund
expenses ncreased by $4,938. This increase s prmarily related to mcreased Measure D surface
vepaving of $2,145, increased contractual sennces of $674 and a decreased reclassification of
expendituras to constructton i progress of $2,067  Affordable Housing program expenses refated to
arovicding funding for a vanety of projects {1.e, Parkview Apartments, Garden Apartments, and first
time home buyer assistance) increased by $5,569.

«  General government and support services expenses mcreased by $5,953 ar 19%, primanly due to an
increase of $1,932 in salaries and benefits expense, an increase of $3,162 in General Services
services and supphes expense, and a decrease of $1,294 in General Services County-wide overhead
allocation,

= General county programs expenses decreased $796 or 5%.

« Interest on long-term debt expense decreased $1,991 or 41% pnmanly due to not issung a TRAN in
the cisrrent year.

( Expenses and Program Revenues - Governmental Activitles
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Business-type activities, The net assets of business-type activities increased by 8%, or $4,471, indicating that
these activibes generated revenuss sufficient to cover the costs of operations, Revenues increased 4% to
$31,459 due to rate ncreases and expenses increased 11% to $26,985 mainty due to increased contractual
services expenses In Soild Waste.

Expenses and Revenues -
_Business-type activities

B Expenses -
A Revenues ]

Revenues by Source - Business-type
activities
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FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS

As noted earher, the County uses fund accounting to demonstrate comphance with finance-related legal
requirements,

Governmental funds, The focus of the County's governmental funds 15 to provide Information on near-term
inflows, outflows, and balances of spendable resources. Such information s usefisl in assessing the County's
financing requirements. 1n particular, urraserved fund baldnce 1s a useful measure of a goverament's resources
avallable for spending at the end of the fiscal year.

At June 30, 2007, the County's governmental funds reported tokal fund balantes of $241,889, 3 7%, or $16,418,
increase in companson with the prior year. The components of tota! fund balance are as follows,

e Reserved fund balance, $16,969, 15 reserved for; 1) debt service, $7,601, 2) long ferm receivables
and prepaids that de not represent available spendable resources, $3,699, 3) property tax losses,
$5,632, and 4) imprest cash, $37.

o Unreserved fund balance constitutes approximately 93%, or $224,920, of the total fund balances that
are available to meet the County’s current and future needs, The County’s management desiinates
(1.e. earmarks) a portion of unreserved fund balance to a particuiar function, project or acbvity. Fund
balance may aiso be designated for purposes beyond the current year, However, designated fund
balance 15 avaiable for appropriation at any tme. The County has designated $136,226 of the
unreserved fund balance and the undesignated fund balance 1s $88,694.

Changes in total fund balance for the General Fund and the remaning major governmental funds are as foliows:
The General Fund 1S the main operatng fund of the County. The General Fund’s total fund balance increased by
15%, or $10,088, to $78,928 as of June 30, 2007. The General Fund’s June 30, 2007 unreserved fund balance
was $69,972, an increase of $10,285 fram the prior year amount of $59,687.

As a measure of the Generai Fund's iquidity, it may be useful to compare both total fund balance and unreserved
fund balance to total fund expenditures, Total fund balance equates to 26% of total General Fund expenditures
while unreserved fund balance equates to 23% of total General Fund expenditures.

Of the Genera! Fund unreserved fiund balance, $58,488 or 74% 15 designated. The most significant desighations
are a $24,000 strategic “reserva”, earmarked for severe economic downturns and emergencies, a $10,931 capital
outlay designation, and a $4,446 hhigation “reserve”, which 15 earmarked for settlements of adverse litigation
without other coverage. See Note 15 ~ Reserved and Designated Fund Balances on page 70. General Fund
unreserved, undesignated fund balance at year-end was $11,484, a 29% or $4,722 decrease from the prior year.
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The tota! fund balances of the remamning Governmental Funds increased 4%, or $6,330, to $162,961 with the
following significant changes.
» The fund balance of the Road Fund decreased 71% or $3,311 as a result of expenditures exceeding
revenues,
+  The fund balance of the Public Health Fund ncreased by 14% or $3,399 due to higher charges for
Services revenue,
+ The fund balance of the Flood Controt Distnict Fund increased $3,848 as a result of higher property tax
colizctions.
+ The other major and non-major governmental funds increased by a total of $2,394,

Proprietary fumds. The County's proprietary funds provide the same type of wformation found n the
government-wide financial statements, but i1 more detad,

Total enterprise funds net assets, compnsed primasnly of the Sohd Waste Fund and Laguna Samtation Fund,
increased by $4,429 or 8% from the prior year. Sohd Waste Fund net assets increased by $3,263 and Laguna
Sanitation Fund net assets increased by $1,074, Solid Waste Fund revenues decreased shghtly by $237. Laguna
Sanitation Fund revenues increased by $439 or 8%, due primarily to an mcrease in residential sewer service
rates,

Dunng the year the County adopted an enterpnse fund reserve policy in order to builgd adequate reserves to fund
capital masntenance, replacermnent, and expansion.

Total net assets of the internal service funds increased by $5,247, The Risk Management and Insyrance Fund’s
retamed defict decreased by $2,714 due to the factors discussed In the next paragraph. Increases in net assets
of $274 «n [nformabion Technotogy Senaces Fund, $1,897 in Vehicle QOperations and Maintenance Fund, and $362
In the Communications Fund resulted from normal operations.

The Risk Management and Insurance Fund wncurrad a net loss in seven of the eight years prior to June 30, 2003.
The deficit was due to continued adverse case development i the workers’ compensation program coupled with
increased costs related to medical care, Jost time disability payments to inured workers and increased prermiums
for excess insurance coverage, The fund had a retained deficit of $4,515 as of June 30, 2006; a positive change
In net assets of $2,714 reduced the deficit to $1,801 as of 3une 30, 2007, The County has developed a ten-year
plan (currentty in the fifth year) to ehminate the defiot through future premium rate increases and cost
containment efforts. See Note 12 of the financial statements (page 67) for further discussion,

GENERAL FUND BUDGETARY HIGHLIGHTS

The County's final budget appropnations differ from the ongina! budget by 2%. Supplemental appropriations of
$6,293 were approved duning the fiscal year. Major changes in appropriztions are as follows.

+  General County Program’s adopted budget for mnterest expense was decreased by $1,744 directly
refated to not issuing a TRAN dusing this fiscal year.

+ The Probation Department had $812 of the additional appropnation due to a retirement rate increase
and addiional staff required to supervise a higher than expected popuiabion at the Santa Barbara
Juverie Hali

« The Fre Department’s adopted budget was increased by $1,978 for several unartcipated fire
ngidents which were reimbursed by Federal and State agencies as well as the add:tion of a sacond
fuels crew, In addiion, Fire had $1,635 of additional appropriabions associated with Homeland
Secunty grants wiich were spent or equipment and vehicles provided to vanous pubhc safely
agencies throughout the county,

o  The Sherff's Department had $1,894 in addiboral approprnations as a result of a retrement rate
increase and decreased vacancies, 1n addibon, the Sheniff's budget was increased by $814 as a resuit
of an amendment to the contract with the vendor that handles prison medical care.
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»  The Clerk-Recorder-Assessor had $980 of the additional revenue appropriabons to parbially reimburse
the County Generat Fund for funds aliocated to the department i FY 05/06 to caver the November
2005 State called speoial election,

Juring the year, General Fund revenues exceeded total adjusted budget eshimates by $5,245 Tax revenues
xeeeded the budget by $7,788 prmarly due to increases in property taxes of $3,321, retail sales tax by $1,527,
roperty transfer tax by $914, transient occupancy tax by $791, and supplemental property taxes by $638. Permit
evenues mn the planning and development process account for the majonty of the $1,796 negabive varance in
censes, permits and frarchise révenues. Interest earmings were more than the budget by $1,694 due to nsing
erest, rates dunng the year. Intergovernmental revenues were less than budget by $3,912 due prunanly to
udgeted reimbursable expenditures that were not made for elections equipment by the Clerk-Recorder-Assessor.

he varance between the final budget and actual expenditures resulted in $12,103 of unspant appropriations.
alary and benafit cost savings of approximately $3,313 resulted from unfilled positions across all functions,
5,183 resuited from unspent appropriations for services and supplies across ali funchions, and $3,025 resulted
om equipment budgeted but not procured in this fiscal cycle.

¥ year-end, greater than anhcipated revenues and appropnation savings reduced the budget plan to draw upon
ind balance. The equity position of the Generaf Fund increased by $10,088 as opposed to the budget plan to
raw on fund equity by $4,650. The General Fund budget to actual statement can be found on page 28 of this
port.

Effect on Fund Balance

Generat Fund - Budget to Actual
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APITAL ASSETS AND DEBT ADMINISTRATION

apital assets. The County’s mvestment in capital assets duning the fiscal year increased by $14,414, or 3%, to
104,821 (net of accumulated depreciation). This mvestment in a broad range of capital assets includes land,
rastructure, structures and improvements, equipment, and construction in progress.

The County's Capital Assets (net of deprecration, in thousands)

Goverpmental Business-iypé Total

Activities Activihies Total Doliar Percent
2006 2067 2006 1067 2006 1007

Change  {hange

nd § 8877 5 90817 0§ 12284 % 12234 3101021 $103861 5 2040 %

nstruction in progtess (C1P) 1% 544 23426 1902 1.9?3 (%446 25 402 5 946 3%

apital assets 1ot being depreciated 106 321 114,243 14 146 14220 120 467 128463 T 996 %

uctires and imptovements 137 282 139,364 13 647 15,618 150 929 150,987 53 0%

uipment 33489 38 145 9726 0,067 43215 47212 1997 9%

rastnicture 154 305 i57.243 21431 20921 175 796 178 {64 2 368 1%

apstal assets net of accunmdated 325075 33752 44 864 43 606 35% 240 376338 5418 2%
lepreciation

Total $431397 $444995 § 0010 3 50,826 5490407 $504872f § 14414 1%
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The County both purchases outright and constructs capital assets throughout the year. When a capital praject will
ba completed in a subsequent fiscal year, related expendstures are recorded as Construction in Progress (CIP). In
the year of complebion, a project's CIP is allocated to land, bulding, equipment or infrastructure. In the current
fiscal year CIP increased $5,882 for governmental activities and §74 for business-type activities.

The County completed and capitalized projects costing approximately $13,800. Major projects completed are
+ Health & Public Assistance — purchase of Alcohel Drug and Mental Health CARES buiiding ($2,4003.
¢  Community Resources & Facilibes infrastructure — Phase 11 of the West Side Storm Drain ($4,842)
and Santa Ynez Airport improvements {$1,960).
« Sohd Waste - access road construction and realignment for the Tanguas landfill site ($1,837).

During the year, the County capitalized $12,741 v equipment purchases. The County also recorded depreciation
aganst Its assets of $17,594.

More detatled capital assets imformation, including depreciabion and cutstanding CIP by project as of June 30,
2007, can be found in Note 7 to the financial statements on pages 56-55.

Long-term debt. At June 30, 2007, the County had total long-term debt outstanding of $76,463. This amount
was comprised of $63,464 of certficates of parbcipation (COP) that are secured by the County's lease rental
payments with a covenant to budget and appropniate lease payments, $11G of long-term settement obligations,
$5,045 of capital lease obhgations, $7,833 of a state sponsored loan for the Laguna Wastewater Treatment Plant,
and $11 of loans which are secured solely by governmental revenue sources.

The Cousty's Opistanding Debt (1n ¢thopsands)

Gover type Tatat

Actinbies Acty 1ties Total Dollar Percent

2086 2067 206 2007 26 2007 Change Change
Certificates of participation $ 63173 % 59143 0§ 3659 0§ 4321 $ 70828 % 61484 § (7364) (30%)
Long-term sertlement cbirgations 200 - 165 150 365 110 (2%%) (0%}
Capral legse obligations 3301 5018 83 3 3384 50448 1661 49%

Laguna wastewater mreatment prant
note payable - - §231 7833 8231 7.833 {39%) (3%)
Oriter Ioans 1030 1] - w ] 030 1} (1 019} (99%)
Toiai § 65704 3 64060 B 14134 B 12204 3 BIBIE 3 76463 § (737Y {H%)
e

The County's total fong-term debt decreased by $7,375, or 9%, during the fiscal year. Decreases were due to
$7,364 in COP payments, a reduction of $255 In long-term settlerment obligations, $739 i capital lease
payments, $398 in payments on the Laguna Wastewater Plant note payable and a reductions of $1,019 i other
loan payments. These decreases were partially offset by a new capital lease for the Alcohel, Drug and Mental
Health Services Santa Maria CARES building of $2,400.

The County maintains a Standard & Poor's "SP-1+" rating for short-term notes and both a Standard
& Poor's “"AA-" and a Moody's "Al1” for its long-term certificates of participation.

Standard & Poor's, :n the June 2005 rating on the County's Tax and Revenue Anticipation Notes (TRAN) states
s "The 'SP-14’ rating on Santa Barbara County, Calif.’s TRAN reflects the County's faverable general
credit characterstics,
. the County's cash batances provige strong projected coverage for the notes”

Standard & Poor's in their Apnii 2005 credit profile, stated, “the County’s general credit charactenstics mcluda
«  Conttnued strong growth s the County’s diverse tax base,
= Abave-average and increasing income indicators and relatively low unemployment,
o Continued good financia! performance, and very low debt levels without significant debt needs”
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Additional information on the County’s long-term debt can be found in Note 10 of the finandial statements on
pages 62-66.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES
The following known factors were considered in prepanng the County’s hudget for fiscal year 07-08:

+ The fiscal year 07-G8 budget contains almaost no growth in general revenues over FY 06-07 actual
reveniues, While property taxes were budgeted with a 3% incre@se over FY 06-07 actuzl revenues,
offsetting this increase were budgeted decreases when compared to FY 06/07 actual revenues in
sales tax, transient occupancy tax, and unrestricted investment earnings.

« Assessed property values grew 7.2% for the FY 07-08 which will incresse property tax revenue by an
equivalent amount for secured and unsecured property taxes, However, the FY 07-08 budget was
adopted with a 6% Increase in secured angd unsecured property tax revenue estimates compared to
prior year actual, In addition, other refated property tax revenue estimates for property transfer tax
and supplemental property tax were adopted at 30% and 21% less than prior year actual. The more
conservative estimates are due to a continued downturn in real property sales.

» The budget includes a 9% increase in salaries and benefits when compared o prior year actual which
had significant salary savings. This includes increases for retirement rates and workers' compensation
rates. The affect of negotiated salary agreements from prior years is also included and funds have
been appropriated for contemplated new agreements or cost of living adjustments for a majority of
the County’s labor contracts.

» There were no significant cuts in funding by the State of California included in the County’s budget.

As of June 30, 2007, unreserved General Fund balance was $69,872, OFf this amount, $58,488 is designated but
available for appropriation. The County’s General Fund ended with $11,484 of unreserved, undesignated fund
balance at June 30, 2007. For FY 2007-08 the firal budget appropriates $1,000 1o fund the Children's Health
Initiative and $10,484 to various designations. The County’s performance-based proposed fiscal year 2007-08
budget and the County's Five Year Capital Improvement Program can be found on the internet at

ww.countvefsh ora/cao/index.asn.

REQUESTS FOR INFORMATION

The financial report is designed to provide a general overview of the County's finances for ail interested parties.
Questions concerning any of the information provided in this report or requests for additional information should
be addressed to Santa Barbara County Auditor-Controller, PO Box 39, Santa Barbara, CA 93102-0039. The
County's Comprehensive Annual Financial Report and Financial Highlights publications can be found at
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COUNTY OF SANTA BARBARA, CALIFORNIA
STATEMENT OF NET ASSETS

AS OF fene 30, 2007 (n thousands)

COUNTY OF SANTA BARBARA, CALIFORNIA
STATEMENT OF ACTIVITEES

EQR THE FISCAL YEAR ENDED June 3, 2007 (n thowsandsh

ASSETS
Cash ant swesimants [Nale 4)
Accounts recsivabls nat
Taxes
Licenses permils and Fanchisea
Fines ferdaidures and ponaltes
Us of moniy and proparty
fntergovarnments!
Charges for servces
Other
Intemad balancas
Inyenicres,
Prepsx tems
Other recervables
Unsmortized issusnce cosls
Rastncted cash and mvastments (Nolas 4 8 5)
Capitel assais nol bsing depreriated (Note 7
Capliel asse1a nal of accumulstod depreciation (Note 7)
Tolal aesets

LIABHATIES

Accounis payable

Salares and bersfis payable

Intarest payabie

Othar payables

Unaamed ravenue {Nake §)

Customer deposila paysble

Long tenm labiiles (Nate 10}

Forion dug withn one yesr
L.apiat kease abdgatons (Ne s 9)
Ceriificates of panigipailon payatle net (Note 16)
1ber ang tarm cbligations {Nate 10}
Notes payatie {Nole 8)
Compansated abeencas
Liabiily for salf msurance ¢lams (Note 17}
Parlion due n more than one yaar
Capetai fsage obigatons (Nate 3)
Canficates of particpation payakie net {Rote 10)
Notes payabte {Noie B)
Gompensated absences
Lialy for sell insurance clauns (Nots 17}
Landfill hugation satiesnent (Nole 16}
Eshimated litigation iabilry (Note 16)
Accrued landfil dosure costs (Nots 11)
Rebatable artbrrage samings. (Note 10}
Total iabitles

JET ASSEYS
nvested I capral assets net of reiated dabt
Rastncted for iNate 14}
Pubiic safety
Heagith and public assisiance
Community resaurces and public factites
General goverment and suppart sarvces
Ganeral county programs
Debt service
Inrastncted
ofal net assels

Governmantal Business type
Acilvittes Activitles Totats

§ 257021 § 21282 % 278283
24 408 24 406
1068 261 1327
381 - 3|t
3700 538 4236
31533 135 3t 868
20658 237 21128
27 1454 1724

2572 (2872)
332 P 568
435 128 563
7826 - 7 826
648 w07
19601 18 280 37861
114 243 14220 128 463
33¢ 752 45 608 376 358
25 674 89 842 915618
19070 1868 20 958
13988 297 14287
585 5 600
740 279 1019
27 000 - 27 000
B 764 238 7 000
712 T g
5034 1071 7 005
1" - 1
407 407
f220 4 1224
10647 - t0847
4303 23 4326
54084 3280 5% 364
7426 T A6
25294 821 25818
23 845 23845
110 10
4682 - 4 583
285 033 25033
L:i:]

84
108 871

399 800

12 5890
10237
80486
2813
12469
5484
53,424

$ 616,803

he notes (o the financisf stalements are an integesl pact of this statement
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8
40,602

47 814

mr
10822
3 68250

239,453

447 411

12 980
19237

60 488
2913

12 469

g 201
104,348

§ 676 063
—

Fune £
Governmental acivtes
Pohiy & exmouliva
Lan & ustics
Pubiic safaty
Health & putic
asastance
Communiy resourcss &
public facHties
General goverment &
SUPPON SETVIGEs
General county programs
Interest op fong larm debi
Totsl gavemmental actm e

Busmess ype scliviies
Sohd waste
Laguna samtaion
Transd
Tatal business type adtiviies
Total pman, govamment

Program Revanuss

Net (Expanss) Revenue and
Changes in Net Assals

Opaersiing Capital
Direci Indisact Total Chargos for Grants and Granls and Governmental  Businese-Typo
Expenses _ _Expenses Expensas Sarvices  Cantributions  Gontributions Activitias Activilien Total
$ 12008 5 (3439) $§ B56E § IBAT $ 5 s 8 4N H 13 @717y
40138 1048 41188 8784 8908 (22 B18) {22 516}
174 gd7 6619 18 668 M 787 45 200 {100 508} {100 50%)
266 407 5309 271 806 80 546 176 717 {14 543) (14 542)
80855 4120 84 785 24 822 27 989 478 (31518) (21518}
51010 (T4 239) i idg] 15480 717 (14 174) (14 t74)
14 B85 49 14734 5037 7 165 (2 632) (2 532)
2889 2889 2 889 2 883}
642 740 44 547 306 174 263 274 169 478 1193 398) {193398
21503 356 1857 21511 789 443 443
4979 a7 5066 5930 65 - 849 243
82 62 9 £3} 53}
26542 443 26 988 27 470 854 133¢ 1,338
§ EED291 & § €80201 § 201733 § 275023 § 476 (193 398) 133¢ (182 05%)
iy PAS—r Si——CH— — e
Geneial Ravenues
Taxes
Fropeny 155 176 156 178
Bales 8887 134 go02t
Transient scoupancy 6 501 6591
Payments in liau of taxes
Oher paymmenta in hau 4308 4 305
Motor vehucie in heu M 271
Franchise foas 477 3177
Other genaral revenues H a1 1002
Rebincted for cofmmunity *asources and puble: faciiigs
Sales tax aliacated to roads 8399 8399
Propenty 1ax isvied far flgod control disiricts 7 688 7698
Property 1a% leviad for County Sesoe areac 1060 1080
Property lax levied for water agancy 2010 2010
Propery o levied fof hghteng distrcts. ) 399
Proparty 1zx levied for Spacial districts community laciives disingt 184 154
Tax merement silocated to radevelapmeni agancy 2955 2888
Restritiad for pubhic sataty
Proparty lax fevied for firs disincl 25 546 25548
Unrestrictad investment gamings 28€e7 2084 4856
Gam on salg of capial assets 1269 1 1270
Transfors 3 3
Totsi generaf ravenues goneral axpensse and lranefars 230 861 3132 233893
Changa in nst assets 37 463 441 41934
Nat assets  baginning 57g 340 54779 634 119
Metassels ending $ 615,803 358250 3 676053

The notes to the financial slalements ars an infegral parl of this stalement
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALTFORNLA

BALANCE SHEET STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS GOVERNMENTAL FUNDS
AS OF Jupe 30, 2007 (in FOR THE FISCAL YEAR ENDED June 30, 2607 (in tt )
Flogod Other Totat
Flood Cther Total Public Bocist Controi  Capital  Govemmuntsl  Governmental
Fubiie Social Control Cepital  Governmentat Govermmentat Gonaral Road Hualth Services ADMHS Digtrict Projects Fungs Funds
Goneral Road Haalth Bervites ADMES District Prajects Funds Funds Revenues
ASSETS Toues 3 173676 0§ 0399 ¢ - % - % - § TeM % - 5 3,877 $ 220,583
Gash and mvestments (Mot 4) $ 39558 3 3402 $25087 $10263 $ 1138 $45430 § 34090 § 41 806 § 200,765 bicerisee pamnits and fanchises 13702 387 m - - - - 15 14 328
Accounis recaivable Frae forfedures and panathes 4,955 - 1887 - 3 - 4375 11020
Taves 24,406 - - . - - - - 24 406 Uss of maney and property < 448 134 1,102 397 - 2,231 1.32¢ 32386 13,025
Licensss permis, and franchisss 1,088 - - . - - - - 1,066 Intergoverr¥nanial 53,413 17,537 01 10458 30877 3240 279 23 878 266,953
Finea forfanures and penalies 20 - - - - - - 381 281 Charges far sanices 65,611 841 30,048 3 39,793 2,868 376 4778 148311
Usa of monay nd pro 1004 44 308 87 - 550 353 586 2909 Oiner a0 4766 To8 = 171 2 3800 13412
mfmmmsa e 7.539 5058 673 7429 3,240 - a7 1,498 1,533 Tolil tevenues 327180 27816 _ GB7e4 103671 | VOO7S 18339 2076 69104 667843
Charges for services KARE] 1 47 - 17,210 - - 03 20,873
Cther 18 19 - - - - - 233 270 Eemendires
rre
!Em'f:m olner funds Note 13) 443:‘05 - - a8 n - - - Aggg Polity & exacuive 11,648 - - - - w - - 1,048
D;:"a '“’"“Sm 1754 - 5657 7451 Law & justice 28,824 - - - - - 20 14403 39,247
of receivanias : ” - " - N - ! Putke safely 174218 - - s 1168 175 500
e ot 4 4 5 - :;’f - - - - - - 2t o Health & pubiic wEstance 5088 - 72381 115495 0,068 - 518 9718 213,314
HICted £a8h ang Imveniments (Notas 4 & 8 et T e = = T TR Communry rasourcas & asies 32985 32,562 - - - 12485 692 12270 90.934
Total asaats §°06800 5 8715 $32182 § 16168 § 21009 _§45.060 § 34490 57 925 315,815 Genaral govsmment & sLpport servicas 46,607 - - - - - 29 OB 47380
CGianeral oty programs & 487 - - - - 8085 14552
UIABILITIES AND FUND BALANGES Dabt saracs
Liabihies Prncipal 220 568 - 136 - - - T 464 1576
Accqunts payable $ 2567 $ 1681 S 270t § v $ 723 0§ 17 § 78z 5 1880 $ 18,087 Intarsst 133 s . & - . . 2788 2930
Selanes and benahis payable 8581 432 1,567 1822 1013 17 - 395 13,728 Captis! auisy . . . — - . 10620 . 10.620
Dua fo olher funds (Nole 13} - - - - 4,374 - - 12 4,386 Tate: expendiures 302 388 32,624 72,38t 115837 76,653 12.485 11842 58,749 674,258
Other payables 88 130 122 & - 55 265 1 40
Inlarssl payatle - - - - 18 - - 9 rid Excess {Seficenc v} of revenyes
Depasils payable %508 256 - - - - - - 8,764 over (under) sxpendiures. 24,792 (4,808 3.597) (9.986) 620 3,854 (9 867’ 12,355 12,383
Unaarmed reventa (Nate B) - 4,707 - 1,668 - 584 4,188 5843 27,000
Defarrad ravenua Note &) 237 166 - - 2801 - - - 3,284 Other Finarcing Saurces (Usas)
Tota rabihes 17,062 7383 4,380 14,042 16,018 783 5225 5222 74,028 Transfers in 83,235 1,838 8,208 1,447 3823 - 9,284 403554 128 567
Transtars ot 168,139) {387) {1.282) 1442} {4.088) (1.943) 152924} {129.20m)
Fund balances Procaads from aale of capital aswats 100 18 - - - - 1,153 - 1,269
fesorved for (Note 15} Long-tam debt 1ssued - R - - - 2400 — 2400
Recalvables and prapaids 3,300 - - 186 - ~ - 4 3,509 Total other financihg sources fusss) o GAdes) T iaw £.506 1,008 @Iy ©) 10854 {12 370] 3035
tmprest cash 15 1 3 15 2 - - 1 37
Dost sarvos ~ - - -~ . - - 7,601 7,601 Net changs 1n fund balances 10,088 3.31%) 3,309 1093 343 3,848 1027 (15} 16,418
oo, . - - - - - - 5632
U:;m:dmjf,';“"e o6z Fund baiznces - begrning B3840 4643 _ 24395 3053 5227 _ answe 98,238 225,67
Desigraled, reporied Eund baiances - ending T T8B28  F 3% §2ryel % 4922 5 5570 B 4G 177§ 29.265 3 49.703 3 21 808
General fund 58 486 - - - - - - - 58,488
Spectal ravanue funds - 1azz 21625 32 4,024 13.786 . 13.880 54,569 Amounts rsported for gavernmental activites in he Statement of Ackwities are oifferent hecause
Caplal projadts fund - - ~ . . ~ 22,854 - 72,854 et change  fund balancss - total governmente! funds. 5 16418
Dbl serace funda - - - - - - - A1 315 2 oot
Undesignated, raporled i 1) The ecqursiion of capdal Bssats uses curent Bnancel resou-ees but has ne affect on net assels 24,429
Genpral fund 11 486 = B B ” . . " 11,484 2) The costof capal essets 15 eborated avar e esumaled Useful kves and reported as deprocialion expenss m Ihe atatement of activisas (11,395)
' 3} The procaeds from the 5318 of capitadl Assets provide current financial rasouces ul have no affect on ne! assets {1,269)
g::&::::::l:‘::fs - : b oo o s 8, 41'1“ il ?g:‘?? 4} The gan on the tsposal of caprial 2ssets dass Mot stfacl current finzncel restHoRs byt mifeases net assets (Fo1)
- - - - - = - X
‘Tatal fund balances 18828 _ 1332 T?lrﬂgﬁ 42 _{_.____5 570 T—A—-—"S 177 T——:—-——ZB 288 T__i?.;l“}.. T—-—A——-—-z‘1 B8y 5) Revenuss hal do nol provids current fnancial FESoLECAS Ar ot mPSrad 55 reVaRUES M the Knds Ul 1 racoanIzsd 1 1he Staement of Scowiss 1450
Tatal liahiLes and fund baiances 5 96500 S BAs BI85 $1516¢ 21589 545950 34490 FIAFH J15818 8} The ssuance of lang-lerm debi providas clrrent financral resaurcas 1o the funde Bt has na effect on nat assals (2,406}
7} Penepal payments on long-tenm debl se cument financial Fasources BUE have £0 effect on nel assels 7,876
Amcunts reporied for govemmenal actiates i the Statamant of Net Assels ars differant becausa (Nale 3) 8) Bond premms were regorded a3 nkirest revenue in the fund steterments bt are amorlized in the slaternant of achlies s
241,88 9} Bond discoimie were racartied 25 a hagabve iNteragl axpanae n tha fund statertents but are amortized i the statement of aclvlies 21
Fusid balances - tolel gavernmental furids § 241,889 10} Cost of (99uBNea wt racoiden 46 SXPendiatas in the fund Slaemants bul afe aMorbzed ih the statermen of ackbes {46}
{1} Capitat assets use 1n goveramental achuilies are not current Bancial racourcas and, Iherstors, are nct reported in he balance sheet 424,453 i c‘;::'::"m; oo other 3 s 50.pay the portion ofing-am et are recoroer 35 Tevenhe i e fune tataments buthave 1o affect on net 425}
“”’?“’;’ ""b‘“:'” are "'l“’ "":::" payahle in ihe corment penod and tiorefors are ol raportsd in 1ha batanss shast (%i;g; 12) The dacraase i s toferest payabie Rabity €083 not INCans cUTeNl finandial 1BsOrSes bit < racorded as a Mmcraass in ravamue n the sratenent 4
Accrued infarest an feng-loenm d of actmbies
e fong-tarm 2ssels era nol avaliable (o pay for curant panod expendilures end ferefors srs deferred in the funds and 13) The morsase n rsbalable arbivsge aarmings does nol use Surrenl TAnCIal MSOUECES UL 15 "Bported B8 revents In the stalemant of achuties [4d}
recogniaed &s feverus i e stalement of ackvilies 3,284 14} The ihgrease I the compansated Absences Iakibiy does A0t use curtent financil FsOUCSs but Js recorded as an sxpenss i the stalemeni of ctvies {1565)
kssuance costs on cartficates of parkoipation are capitalized and amorbizad over the hie of the related deblissue 648 15) The horease 1n e astimated Hability for higanian gaes not pravide current financial resolrtes hut Nceases expenses in the slatement of acivilies {208)
Recetvable from the Cily of Golata for 1984 Cartficates of Parbicipation 78 o8 )
{2) ezl Sarvise Funds aro usad by management to charge the cosls 6f Aze managemant, information lechnology ask 18} Infermol sanaca funds are usad by managsmant 13 chargs the cosls of fleal ranagament latmation tecthnology sk managament amd communeelions.
managament, and communicalions senaces 1o ndwdugl funds The aasels and labibbas of the Internal Service Funds serwces 1o winadudi Rmds  Tie et revenlis of intemal service huivds 1s repottad withsn gavernmental activibes
are ncluttad in the govammenal acthites n tha stetement of net assats A1 247 Change in net as3ets [Stalament of ackvites Governmental achlres)
{3) Adjustmient for Inlemal Bervics Funds are necessary b "ciose® those funds by charging addilional amounis to parbaipaking business-typa Tha nutes to the financiaé stetemants aca 6 infagral paet of this slaternant
acivibas lo complelsiy cover tha Intemal Service Funds' costs for the year 313
Net assets of govarnmenia! achvibes $ 616 803

Tha noles ks the financial slalaments are an snlagral par of this stalament
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COUNTY OF SANTA BARBARA, CALIFORNTA COUNTY OF SANTA BARBARA, CALIFORNIA

GENERAL FUND ROAD SPECIAL REVENUE FUND
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES + BUDGET AND ACTUAL STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET ANB ACTUAL
FOR THE FISCAL YEAR ENDED June 30, 2007 (in thousands)} FOR THE FISCAL YEAR ENDED June 35, 2007 Lin thousands)
Budgated Amounts Vatiance Budgeted Amounts Variance
Actusl Final Budgal « Actual Firal Sudgst -
inal Firal Amopunts Over (Under) Original Final Amounts Qver {Under)
Revenues Ravenues
Taxas $ 163,687 $ 164 887 $ 172876 $ 7789 Taxas $ 8038 $ 803 § 839 3 361
Licenses, parmis snd franchises 15,380 15,678 13,782 {1796) Licenses permis, and franchises 161 161 367 206
Fines, forfeitures, and penallies 4,264 4,852 4,855 103 Fmes forfedures and penalbss 1 1 = ty
Use of money and property 4,452 2,752 4,446 1694 Usa of maney and proparty 60 60 134 74
Imergovemmental 55,744 82,330 £8.418 (3912} Intsrgovernmental 22 898 22079 17 8a7 (4,542)
Chatges for services 85,682 55,367 89,611 1244 Charges for sarvices 1 088 1088 841 {257
Cithar 1627 3,169 3,202 123 Othar 115 416 538 122
Tolal revenues 311,836 A21,835 327,180 5,245 Tolal rgvenuss 32,371 31,853 27,816 4.037)
Expenditures. Expendituras
Current Currard
Policy & Baecuive 2342 12.428 11,348 €80 Communily rescurces & iacities 32801 35 e82 32,562 3300
Law & juslice 25,044 25,148 24,824 324 Dabl senvice
Public safely 166,986 176,688 174,218 1,480 Prncipal 56 56 56 -
Heaith & publc assstence 5,104 5153 5,088 85 Intarest [ -] & -
Community resourcas & facilites 36434 36,668 32,985 3883 Total expenditures 22.863 35924 32,624 3,300
General governmant & support services 52777 52,599 46,607 5,992
Ganerah County programs TH42 8,444 8467 {23} {Delicienty) of reverwes {under) expendiures 492y {4,071} {4,808 (ran
Debt service
Principal a 220 220 - Other Fmancing Scurcas (Uses)
interast 1,879 135 133 2 Transfers 0 1,458 1838 1838 -
Yolai expenditures 308,798 314,391 302,388 12.103 Tansfars out 14C6) 14185} {357) 58
Proceads from sals of capilal assefs - - 16 16
Excess of ravenuss over expanditures. 3839 7444 24,792 17,348 ‘Totat other financing sources 1,060 1423 1497 74
Other Financing Sources (Usss) Nsl change in fund bafancas 568 {2.648) {3,311) {663}
Transters in 55,558 56927 83,335 (3,502}
Teansfors out {60,385} (69,029} {68,139 g0 Fund batances - beginning 4,843 4543 4,643 -
Frocaeds from sale of capial assets B 8 100 82 Fund bafances - ending 5 5211 $ 1995 $ 1332 5  {663)
Tolat olher firancing (uses) (4,820) (12,094) (14,704} (2610}
The nofes o the financial statements are an integrat part of thes stalement
Net change In fund balances {1,182) {4650) 10.082 14,738
Fund balancas - bagrining 58,840 65,840 68,840 -
Fund balances - ending § 67.658 3 84190 $ 78928 % 14,738

The noles ko the Iinancial statamenls ars an mtegrat part of Rie statemanl
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CTOUNTY OF SANTA BARBARA, CALIFORNIA
PUBLIC HEALTH SPECIAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED June 39, 2007 (in thousands}

COUNTY OF SANTA BARBARA, CALIFORNIA
SACEAL SERVICES SPECTAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2067 (in thousands)

Revenues
Licensss parmils, and franchises
Fines, forisitures and penalties
Use of money and properly
infergovernmentat
Charges for services
Othar

Totet ravenues

Expanditures

Current
Health & public assislance
Total expandiiuras

Excess {daficiancy) of ravenues over (under) sxpandiures
Other Financing Sourcas (Uses}
Transfers n
Transfars out
Total other financing sources

Net change in fund balances

#und belances - tegrning
Fund balances - snding

Budgsted Amounts Vanance
Actusl Final Budget -
Onginal Final Amounts Ovat (Undar)
$ 121 3 113 8 172 % &7
1212 1784 1,687 o7}
553 760 1102 342
26811 30,818 1,011 a3
27258 37,247 30,046 2799
4871 4,875 4 786 91
62,924 65,499 68,784 3 288
73857 74,885 72,381 2504
73,957 74,885 72,381 2504
{11,033 {9,38€) {3,597} 5789
11621 8,343 §288 (55)
(4,837} (1,503) (1,292} 213
B 084 6,840 6,998 158
(4 049} (2,546) 3,399 5945
24,393 24,333 24,393 =
3 20344 3 21847 § 27792 $ 5045
——— ——

The notes to the financial statemanls are an intagral part of lhis slatement

Budgeted Amounts Varianze
Actual Finai Budget -
Original Final Amounis GOver {Under;
Revenues
Usa of monay and propeny $ 306 g 304 $ 397 ¥ 33
Intergovernmental 105,922 108 503 104,515 (2 888)
Chargas for sarvicas - - 3 3
Cther 319 351 756 405
Tolai ravanues. 106 547 108,158 105 671 3,487)
Expandituras
Current
Health & pubiic assistance 118 638 120 665 115 485 55460
Dgbt service
Principal 133 137 136 1
Interest [ B g --
Total expandilures 118777 121,138 115 637 5 501
Excess (dehciency) of revenues over (under) expenditures {13,230) il 1 80y (9 966) 2.014
Other Financing Sources (Uses)
Transfers in 18,055 11,827 11,447 {380)
Transfers oul (6,606} {773) {442} 3%
Tola! ather inancing sources {uses) 11,356 11,054 11,665 {49)
Nel changa n fund balances ari {926) 1,039 1965
Fund balances - beginning 3,083 3,083 3083 -
Fund balances - ending $ 22Xl 2187 5 4122 $ 1965
——
The noles o the francial statements are 3 mlegral par of tns sletement
e
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COUNTY OF SANTA BARBARA, CALIFORNIA

ALCOHOL, PRUG AND MENTAIL HEALTH SERVICES SPECIAL. REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED June 30, 2007 (in thousands)

COUNTY OF SANTA BARBARA, CALIFORNIA

FLOOD CONTROL DISTRICT SPECTAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDETERES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED June 30, 2007 (in thonsangs)

Budgetsd Amounts Varanca
Aclud Firal Budget -
Ongnnal Final Amourty Over (Under)
Ravenues
Fres, Torfedures, and penafties $ 3 3 7 $ 3 ] )
Use of monsy and property 32 62 - {62)
Infergovernmantal 22700 29.815 aoary 1,262
Charges for services 45134 41,700 39,793 {1997)
Other 187 age - {398)
Tolal revenues 69,056 71,782 76,673 {1109}
Eaxponditures
Current
Heallh & public assistance 86,830 72,445 70,053 2,392
Total expenditures 69,830 72,445 70053 2392
Excass (ceficiency) of ravenues ovar (under) expendiures (774} 663 620 1.283
Othar Financing Sources (Usas)
Frensfersm 4 588 4048 3,821 {226}
Transfers ou (4.788) 14,431) {4,098} 333
Tolad other financing Sources (Usss) {203) {385} (277} 108
Net change in fund balances o {1,048} 343 1,391
Fund balances - beginning 5,227 5,227 5227 -
#und balances - ending § 4250 5 4179 $ 5570 $ 1381
[

The notes to the fnancral statements are an iregral part of this statement

Budgeted Amounts Varlange
Actual Final Budget -
Onginal Frnal Amounts Over (Under)

Revenuus
Taxes 5 7124 3 7124 § v $ 507
Usa of money and prapery 1,373 1373 2,234 B58
Intargovernments) 40617 4 D89 340 {829)
Cherges for services 2. 2™ 2888 135
Other a8 39 171 132

Tolsl revenuss 15283 15,336 16,339 1,083
Expenditures
Curren|

Communiy resources & facimes 14,308 15035 12,485 2550

Tolal expanditures 14 309 15,035 12485 2 550

Exzegs of ravanues over expanditures o 301 3,854 3,553
Cther Financing Sources {Usas)

Transieis out {4) 18} {8} 2

Tolal olher financing sources {uses) {4} (8) {6} 2

Met changs in fund balances 970 293 3,848 3566
Fund Galancas - beginning 41,329 41,329 41329 -
Fund batances - ending § 42255 FAREEN ) T 45177 3§ 3.555

The notes Lo the financial slalémenis era an integrad part of this statement
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

STATEMENT OF NET ASSETS STATEMENT OF REVENUES, EXPENSES, AND CHANGES [N FUND NE'F ASSETS

PROPREETARY FUNDS PROPRIETARY FUNDS

AS OF Juae 30, 2097 (in thousaads) FOR THE FISCAL YEAR ENDED June 30, 2087 (in thousands)

Busineas-Yype Activitiey - Govarnmental Business-Type Actwitles - Governmental
Eriforprise Fundy Activilies Entarprise Fundy Activites -
Honmajor - Internal Nonmajor - Internal
Solid Laguna Transit Service Sotid Laguna Transit Sarvica
Waosle Sanitation  Operatons Yobuls Funls Wasle Sanhiation _Operations Totals Funds

ABBETS Operaling ravenues

Currant assels Charges for senvices $ 1413 § 5836 3 7 % 20028 § 413880
Cash and Hivestments (Notg 4} § 17433 § 2580 $ 269 $ 21282 § 56,258 Sale of scrap and recyclables 4337 - - 4237 -
Arsounts recefvable Fronthise fees 58 - - as58 -

Licanses permits, and franclyses 26t - - 281 - Other oparating revenuas 2,678 &5 4 2747 573
ks of money and proparty 482 51 3 536 bl Sell-nsurance recovery . — - - [7]
ntargoveramental 135 - - 135 - Total oparating revanues 21,508 5951 11 27 470 42 509
Charges Tor services 10 227 - 227 15
Oihar 1454 - - 1454 - Operating sxpanics
Inventones 231 5 - 236 382 Salanes and benafits €847 1312 - 8159 7,078
Propard remg 128 - - 128 = Sernicas and supplies 4080 1,984 1 6,055 12 343
Total curteni asucls 2314 3,843 272 29,249 87 304 Salfnsurance dams - - - - 16 034
Caontracteal servces 7872 396 &3 B 030 Ge3

Noncurrant assets Depraciahon and amorizaton 1,724 1,080 - 2.814 3386
Restnctat nash a7 mvastmants (Noles 4 & 5) 15 048 234 - 18,280 10 Couttty overhead sliocation 355 87 - 442 10568
Deferred charges 57 2 - 54 - Closurefpostciosurs cosls 1,082 - - 1,082 _
Capitai assets, not being depreciated {Nota ¥} 11421 2,799 - 14,220 B Qther charges - - - - A4
Capital assals, net of accumulated depraciation (Note 7) 20,385 265 221 - 45 606 20,542 Total operating expenses 21,670 4,848 64 26,582 40,983

Tatak noncurrent assels 48,908 28 256 = 73,165 20,552
Tatal assets 70042 32089 272 102,414 77,856 Operating incoms (loss) {162} 1,103 {83) 8BS 1,516

LIABHITIES Hon-opsrating revenues (¢xpenses)

Current 1abiitias Use of monay and praperty 2,136 185 10 2331 2,934
Accounts payable 1,784 104 - 1,888 83 Interest sxpansa {23m (215} - 448) (12)
Customer daposi payabla - 238 - 236 - 3aln (1655) on salo of capral assels 1 - - 1 {28}
Salanss eid benefls peyable 247 50 - 287 257 Payment for Gamsges 954 . B asd il
Compensaled absancos currant porton {Note 10} 4 - - 4 - Othar 567 1 135 703 200
Nota payabia, currsnt portien (Noles 8 & 10) - 407 - 407 - Tolal non cperaiing revenues [Expenses) aet 3428 (29} 145 3,544 3,004
interest payable - 5 - 5 -

Other payaties 278 1 - 279 -
Capkat eazs obligations curfent portion {Notes 9 & 10} s 1 - 7 51 incame befere transfers 3268 1,074 92 4,432 4,610
Liabslity for sef-insurance clamns cument parbon {Notes 10 & 17} - - - - 15,647 Transiors m ~ _ _ . ar
Cartificates of participation payahls, current portion (Note 10} 907 164 = 1071 =
“Total currant Fattlies 3228 988 - 4,190 17848 Tranafers out (Nole 13) £) = - 2 725
- s Transfers m (out) nel {3} = - (3) 637

Noncurrent liabitines
Compensaled absences het of curreni portion (Note 10) 416 105 - 521 &18 CGhange i net assets 3252 1074 92 4429 G241
biels payable, net of current postion (Noles B 10) - 7428 - 7425 " Tota! et asses - begining 33104 22380 180 55,63 36,000
Capital leass obligekons net of cuent portion {Nates 9 & 10) 18 5 - 23 188 - e STV CE
Liatulty for ser-insurance claims net of current poron (Notes 10 & 17) - - - - 23845 Total net assals - nding EECRET 523424 3 212 3 50083 3247
gﬁ?:aimmlm:?‘zsrl of current porton {Nolz 10) 3 : 15 lﬁf : 3 %?g i Change in nat assets - tolal antarprise funds % 4429
Accrsed fandfi clasure costs (Nate 117 25 0338 - . 25 033 . Adjusiment ko reflect B sonsolidation of intemal service fund acthaties

related to enlerpriss funds 42
Anvances payable (Nota 13} 1759 - - 1,759 - Changa in net assels of business-t ach »w-—-—w-“ Py
Rebatable arbvrage cammgs {Note 10} 2 3 - 5 - Ll ass! & ype actranes S aar
Total noncusrani fabildes 30450 70 = 38,157 24,861
Totat habiities 33675 8675 - 42,381 26,508 The notas to the financial staternands are an wlegrat part of fis statement

NEF ASSETS
Invested 1y capiat assets nal of related dabt 27 763 19,848 - 47 613 20,282
Restnctad for debt service (Note 14) 77 - - 77 -

Unrasfated 7ani 3576 272 11735 20965
Tota fund nat assels 3 36367 §F 23424 [ 277 60 082 § 41.247
Adysiment fo refisci ths aflacaiion of the mnsmal service funds’ cumuiahive nel loss (813
Net assets of business-type activities § 59,250
it

Tha notes ta the fimanoial slalementa are an integral part of tys stalement
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COUNTY OF SANTA BARBARA, CALIFORNIA
STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED June 30, 2007 (in thousands,

COUNTY OF SANTA BARBARA, CALIFORNIA
STATEMENT OF FIDUCIARY NET ASSETS - FIDUCIARY FUNDS

AS OF June 30, 2007 {in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Recoipts from mierfund services prowided
Recalpls from excess INSUrancs fscovery
Regeipis from cuslomers and users
Pzyments lo employses
Paymenis to suppliers
Payments for seifnsurance claims
County avarhaad allocation paymanis to the General Fund
Other spsrating (paymsnts)
Net cash provided (used) by operating activilies

IASH FLOWS FROM NONCAPITAL FINANCING ACTIVIFIES
Cthet operakng racepls
Paymant on lancfill ihgation settiement
Ciher
Net cash provded by noncapital and related (Inancing acivitias

ASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTWITIES
Purchase of capital assets
Proceads from sake of capilal assels.
Principal pard on capdal tease oblgatiens
inleresl paid on capilal lease oblgatons
Prinzipat pad on cerificatas of participalion
Interest paid on cerlificates of pathoipaton
inlaras! pad on Slale foan
Pancipal paid on Slate loan
Proceeds of jong-term debt
Transfers in
Transfers out

Mot cash provided fused) by capital and related financing achvilies

&%H FLOWS FROM INVESTING ACTIVITIES
Use of monay and property recervad
Nast cash provided by nvesling actvities

Nal increase in cesh and cash equwvalents

Cash and cash equivalants - baginming
Cash and cash equrvalents - ending

wconcibation of cash and cash equivalents to the Statemant of Net Assets
Cash and invesimenis per Stalemsnt of Nel Assels

Restncied cash and Investmants per Stalement of Net Assals

Tolat sash and cash equvalents par Stalement of Nel Assets

conciiation of operating income (loss) (o net cash provided (used)
3y operating activitles
Jperating income (ioss)
Depraciabion and amonzaton
Acsounts regevable
Invenlonas
Actounls payable
Salanes and benefits payable
Self-nsuranca claims
Landfill tosure cosl habiltiy
Dsfarrad chargas
{#l cash provided {used) by aperaling actwvibes

3 niolas 1o tha financial stalsmants are an mlegral par! of this statemant

Investment Agency
Trust Fund Funds

Business-Type Actrvitias - Governmentat
Entarprige Funds Activitias -
Nanmafor - Internat
Solig Laguna Transi Strvice
Waste Santaton  Operatlons Totals Funds.
% - 3 - % - 3 - $ 42,445
- - - - 54
21385 £,868 4 27274 -
{6,825} {1,298} - (8,124} {7223)
(10,578} (2,338} {64) {12977 {13,127
- - - - (14 227}
(356) 187) - (442) {1,058}
- - = - 4r2)
3637 2,147 53) §.731 6,334
- - - - 201
(55} - - (55) -
1,680 48 134 1,732 ~
1,488 458 134 1,677 201
{3,624} {54} - (3,678) {6 216)
2 . - 2 255
(53) - - i53) (57)
4} - - @) {12}
[:584] {457) - (1,334) -
227} ks - (244) -
- (198} -- {198) -
- {398} - (398) -
1 - - t 17
- - - - 87z
@ -~ - @ (235)
(4,785} (1,124) - (5.809) __(5378)
1,861 168 ] 2,156 2,128
891, 155 9 2155 2.728
2,338 1,226 90 3.654 3.947
33,141 2568 179 35 888 52,319
$§ 35473 8 3784 $ 269 % 35542 § 56,285
$ 17433 § 3560 % 269 § 21262 § 58,256
18 048 234 - 18,280 10
5 35478 2§ 3vd 8 265§ 39542 $ 58,266
§ (162 § 4408 § 53 % 888 $ 1518
1,724 1,080 - 2814 3,385
(113 (83) - (196) {8}
@9 - - (49) {15)
1,118 21 - 1,139 {148)
22 13 -- 35 (145)
- - - -- 1807
1,082 - - 1,082 -
15 3 - 18 -~
3 3ear § 2iar - {53 § 5731 R

Assets
Cash and invesiments {Nots 4) $ 508216 % 32166
inlerasl raceivable 7o 714
Total assets _-—SW ——WZBBD
Lubilittes
Accounts payabie - % 8428

Funda heid as agant for olhers - 24,254

Total habilitas = 532580

Net Augets
Held in trusl for pool parbcipants

$ 515793

Tha noles 10 the financial slatements are an nlegral parl of this slaiement
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COLNTY OF SANTA BARBARA, CALIFORNIA

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS - FIDUCIARY FUNDS

FOR THE FISCAL YEAR ENDED June 30, 2007 {m thousands)

Additions
Caninibuhons s pacled mvastmants
Intgrest and investmenl income
Tatal addions

Deaductions
Dustabulions from posled invesiments
Telal deduchont

Netincrease in nel assels

Net assets heid i trusl for poot parlcpanis  begnmng
Net assets held in trusl for pool paricipants  ending

The noles 1o the financial statamenis are an intsgral part of this slatement
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Investment
Trust Fund

§ 3287 742
28 878
3310820

3280817
3 260 817
49 802

485 990
3 515733

NOTES TO THE
FINANCIAL STATEMENTS
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
{(n thousands)

1. SUMMARY OF SIGNITICANT ACCOUNTING POLICIES

The Reporting Entity

The County of Santa Baibaa {the County ) wiuch was established by an act of the I egrslatute an Februaty 18 1850
15 a legal subdivision of the State of Cahiformia chavged with govermnental poweis  The County s powets ae exelcised
thicugh a five member Boatd of Supervisots (the Board ) which as the governmg body of the County 15 responsible
for the legslative and execonive conttol of the County As requued by accounting principles generally accepted m the
United States of America ( GAAP ) the accompanying financal statements present the activities of the County (the
prmaty government) and 1ts component uarts The component units discussed below ate mcluded m the County s
Leporting entity becaunse of the signtficance of their operational o1 financial relationships with the County

The County s component units melude the Redevelopment Agency of the County of Santa Barbaia the Santa Barbara
County Fmance Corporation the Water Agency as well ag vanous service areas and distuicts which provide specific
services County wide or to distinct geograpisic areas within the County While each of these camponent units 15 legaily
separate from the County the County 1s financially accountable for these entives Financial accountability s
desnonstrated by the County Board of Supervisors acting as the governing board for each of the component untis

Because of their 1elauonsinp wil the County and the natue of ther operations each of the component vmits ale 1
substance part of the County s operations and accordingly the actrvities of these component units ai¢ combined
(blended) with the activities of ¢he County for purpeses of reporting m the accompanysng basic financial statements
‘The basis for blendg the component unts ss that the governing bodies are substantialls the same as the County Board
of Supervisors

Addstional detaifed information and/ol sepatately sssued financial statements of the County 3 component units can be
obtawned fiom the Audstor Contioller s Office of the County located at 105 East Anapamu Stieet Room 303 Santa
Barbara Califorma 93101

Blen otn; nt Lisg
Deseriptsons of the County s blended commponrent umits ate as foliows

Fust 5 Childien and Famihies Commission has been estabhshed to promote support and umpiove the ealy
developiment of children fiom prenatal stage to five yeas of age Revenues constst prunanly of funds generated by a
State tax mncrease on cigateties and tobacco products as mandated by Proposition 10 The First 5 Chuldren and Families
Commtssion s also a legally sepawate entity fiom the County Addrmional detailed infoumatton ang separately issued
financial statements can be obtaed from the Comnmission at 1 Cast Anapamu $ticet Suie 200 Santa Baibara CA
93101

County Service Areas have been established for the purpose of providing specific senices to distinct geogiaphical
areas witlan the County These services melude steet highting open space mamtenance hibray conmuhundy sewer
sanitation and mantenance sheuff patiol and 10ad mamtenance 1 vanous unmcorporated ateas of the County
Revemees consist prmantky of property taxes and benefit assessments

The Fund for Public and Educational Access was established i Decernber 2001 by the County Boad of Supervisors to
tecen e grant revenae fiom the focal cable felevsion fianchise The puimary ebiectives and parposes of the fng are the
suppert of educational and public miormation thuough progiams aimed at expasding peblic access and educanional
access to telecommunication services

The Sentq Barbaia County Fire Profection District covels most of the uincorporated teriory of Santa Babaia
County the City of Buellton and private lands within the Nattonal Forest The district provides a full range of fire
services funded puncipaily fiom property taxes Other fite disticts cities the Channel Islands Nawonal Forest land
and military mstallations provide then own fie protection
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
(in thousands)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINLED

The function of the Flood Control and Warer Conservanon Districts s to control flood and storm waters and to
conserve such wateis for bepeficial public use Revenues consist primarily of pioperty taxes and wid from other
governmental umts

Lighting Disiaces provide fou the operation and mawntenance of steethghts m certan areas of the County and are
financed by property taxes and benefit assessments

Samtation and Sewer Mamtenance Districts provide water and sewage tieatment to users The costs of operating these
uns are charged 1o the users i the form of water chaiges and sewer fees

Mello-Roos Commuynity Faciliies Dystricts aliow fou financing of pubhc moprovements and services The services and
unprovements that can be financed include streets, sewer systems and other basic ifiastructure, police protection, fire
protection, ambulance services, schools, paiks, libraries, museums, and othet cultural tacilities

The Sandyland Seawall Mantenance District provides for the mamtenance of a seawall constructed in the Sandyland
Cove area, and 15 financed through benefit assessments levied against those propertzes adjacent to that beachfiont area

The Water Agency prepares investigations and 1eports on the County’s water tequuiremneits, project development, and
mmpariation of water from the State Water Pioject  The agency povides techmical assistance 1o County departments,
water districts, and the pubhic refative o ground water availabitity and water well tocations and destgn The agency
alsg adimnsters the Cachuma Froject and Twitchell Praject contiacts with the U S Bureay of Reclamation

The Redevelopment Agency of the Coumty of Santa Barbara (Redevelopment Agency) was established on September
12, 1989, pursuant to Section 33200 of the State of Cahforma Health and Safety Code The first 1edevelopment plan
(the Isla Vista Redevelopment Project Avea) was adopted by mdinance on Novembes 27, 1990 The agency 15 bioadly
empowered to engage n the genelai econonuc revifalization and redevelopment of property m those areas of ihe
project area that ate determumed to bz m declmng condition The Redevelopment Agency 1s controlted by the Board of
Directors who co-serve by virtue of then seats on the County Board of Supervisors The Board of Directors makes all
legislasive decisions for the Redevelopment Agency The Redevelopment Agency publishes 1ts owa Annual Finaneial
Report and receives 1ts own independent audit The Redevelopment Agency 15 also a legally separate entity fiom the
County Additional detaled wionnat:on and sepatately 1ssued financial statements can be obtamned from the Auditor
Contioller's Office at 105 East Anapamu Street Room 303 Santa Barbara, CA 93101

The Sante Barbare County Fmance Corporanion was established or July 28, 1983 Tlus corporatton 1s a nonprofit
public benefit corporation, and 1 geveral s purpose 15 to purchase, lease or othelwise acguire real property,
construct, mstall or acquire public improvements, operate, siawtaim, 1eépan or unptove real o personal property and
borrow money and become indebted for the purpose of acquumg and unproving such property The corporation
facilitates financing for the County and other public entitics

Also mncluded in the accompanymng financual statements as an mvestment trust fand are assets of pumerous selfe
govermed school and special districts for which the County Treasuter acts as custodian of those assets The financial
1¢porung for these govemmental entsties, which are independent of the County, 15 lumted to the total amount of cash
and mvestments and other assets, and the 1elated fiduciary 1espeusibility of the County for disbuisement of these
assets  Acuvities of the school disiricts and special districts are adnunistered by separate boards and ate mdependent
of the County Board of Supervisors The County Auditor-Controller makes disbuisements upon the reguest of the
responsible schoel or self-governed distsict officers The County Board of Supervisois has no effective authonty te
govern, manage, approve budgets, assume financial accountabihity, establish revenue lunits, nor to appropriate surplus
funds availably m these entines Eight ctnies and namerovs seif-govered special districts provide services to the
residents of the County The operations of these entities have been excluded from the financial statements as each
enuity conducts its own day-to-day operations and answers to 1ts own governnng board
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
(in thousands)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Fmancial Statements

In accordance with Governent Accounting Standards Board Statement No 34 (GASB 34), the financal statements
consist of the followmng

¢ Govetment-wide financial statements,

*  Fund financial statements, and

s Notes ia the financal statements

The govetnment-wide financial statements consist of the statement of net assets and the statement of activities and
report wionmation on all of the noofiducimy activities of the prunary government and tts component vnits  As a
general nile, the effect of mtetfund wtra-fimction activity has been eluninated from the govenunent-wide financial
statements All internaf balances in the stateinent of net assets have been elimiated, with the exception of those
1epresenting balances between the governmental activities and the business-type activities, which are presented gs
wternial balances and edunnated i the total government columa The statement of activities presents fuisction revenue
and expenditures of governmental activiites and busmess-type activities Governmental activities, which normally are
supparted by taxes and mteigovenmental revenues, ate reported separately from busmess-type actvities, which rely to
a significant extent on fees and chaiges for support  In the statement of activities, mtermal service funds® revenue and
expenditures 1elated 1o interfund services have been elimimated Revenue and expenditures 1elated to services provided
to external customers have not been elimimnated and are presented within governinental activities

The govetnment-wide financial statements distinguish functions of the County that a1e pruicipally supported by taxes
and istergovernmental revenues (governmental actn ties) from other functions that aie intended to recover alf or a
sighsficant portion of then costs thnough user fees and chaiges (huanes-type activinnes) The governmental actovities of
the County welude policy and executive law and justice, public safety, health and public assistance, communey
resources and public facilities, general government and support sexvices, and general County programs The business-
type activities of the County inchude sohd waste, sanitation, and bansit operations

The statement of activities demonstiates the degree to which the duect and indirect expenses of a given funcnon or
segiment are offset by progiam 1evenues Direct expenses are those that are clemly 1dentifiable with a specific function
ot segment Induect expenses are allocated based on the anuual County-wide Cost Allocation Plan wiuch allocates the
cost of cential service departments to service user departinents Costs allocated in the Cost Allocation Plan mclude
adnumstrative and support costs such as budget prepaiation and oversight, county counsel, landscapmg, payroll,
uttities, and facilines mamtenance Progiam 1evenues mclude 1} charges to customers o applicants who purchase, use,
or dnectly benefit fiom goods services, o1 privileges provided by a given function or segment and 2) grants and
conmnbutions, ncludng special assessments, that ae restricted to meeting the operational o1 capital requaements of a
particular function or segment Taxes and other wems not propeily included among program 1evenues are reported
mstead as general revenues

Sepmate fiund financial statements are provided for govenunental funds proprietaly funds and fiduciary fonds, even
though the latter are gxcluded from the goveimnent-wide financial statewnents Major mdividual govermmental funds
and major mérvidual enterprise fands are 1eported as sepaate colmnns in the fund financaal statements

Measurement Focus, Basis of Accountiag d Frnancial Statement Presentation

The govermment-wide financtal statements are teported usmg the econonue resowces measuiement focus and the
accrual basis of accounting, as are the proprietaty funds and fiduciary funds financral statements, with the exception of
agency funds, whiclt have no measurement focus Revenues are tecotded when eained and expenses are tecorded when
a habihity 15 iecwied, regardless of the wming of related cash flows  Moperty taxes are Lecogmzed as 1evenugs n the
year for winuch they are levied Grants aud sinular stems are recognized as revenue as scon as all eligibibey
1equaements have been met

Govelnmentat funds financial stateinents awe 1eported vsing the cement financaal resoutces measurement focus and the
nodified accrual basis of accounting Revenues ate recognezed as soon as they ate both measimable and gvalable
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
{in thousands)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Revenues are constdered to be available when they are collectible within the cunent penod or soon enough thereafier
to pay liabilities of the current pertod The County 1n genetal considels revenues available 1f they ate collected withan
180 days after year-end, except for property taxes, which the County conssdess available 1f they are collected withun 60
days after year-end Giants and sizmila items aie recognized as 1evenue as soon as alf ehgibiity 1equirements have
been met Expenditures that meet accrual ciiterza ale tecorded when the reiated tund liabilty 1s weuned, except for
unmatured iztesest on generzl long-term debd which 18 1ecognized when due, and certamn compensated absences and
claims and judgiments which are recogmized when payment is due

For the governmental funds financial statements, the County considers all 1evenues susceptible to accrual and
recognizes revenue 1f the accrual criteria are met Specifically, sales taxes, fianchise taxes, licenses, wterest, special
assessments, chaiges for services and other muscellaneous 1evenne ate all considered to be susceptible to accrual and
have been recogmzed as 1evenue m the current fiscal period Enstiements and shared revenues ale ecorded at the nme
of recespt or earlier if the susceptible to accrual criteria are met Expenditure-driven giants are recognized as 1evenue
when the qualifying expendites have been mcuned and all other eligibility requirements have been met and are
recorded at the ume of receipt o1 earlier, if the susceptible to accrual ciitena are met

The accounts of the Couuty are organized on the basis of funds A fund 15 an mdependent fiscal and accounnng eneity
with a self-balancing set of accounts Fund accounting segiegates funds according to thew intended purpese and is
vsed to aid management m demonstratng comphance with finance-refated legal and contractuat provisions The
muntnum nimber of funds 1 mamtained consistent with legal and managenial 1equirements

The County reporis the followmg major governmental funds

The Generad Fund 15 the County’s prumary operating furd Jt accounts for all the financial resources and the
legally authorized activitres of the County except those required to be accounted for i other specialized funds

The Road Fund 13 used to account for the plasmng, design, construcnion, mamtenance and admuustiation of
Counity soads It 15 also used to aceount for traffic safety and other transportation planmng actsvities

The Public Health Fund accounts for a vaniety of preventative health prograins, ouipatient services and ununate
lealth ptograms The find 15 also used to account for Enviionmental Health, and Emergency Medical Services

The Social Services Fund accourts for a2 vanety of pubhic assistance and social service plograms

The Alcshol Drug and Mental Health Services Fund 18 used 1o account for mandated communiiy health services
under the Califoina Mental Health Act including a mandated responsibility to “gumantee and motect public
safety

The Flood Control District Fund 1s used to account for the provision of flood protection activities
‘The Capital Projects Fund accounts for financial resources used m constructmg maor facilibies
The County reports the following major proprietary funds

The Solid Waste Fund accounts for the activittes of refuse coliection, disposal, landfill operations, and recychng
progtams

The Laguna Samtation Fund accounts for the activines of sewer collection and sewage treatment sn the Oroutt
area
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2067
{in thousands)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Add:tionally the County reports the followmg fund types

Internal Service Funds account for velucle operations, nsk management, wmformation technology and
commusnications operations that provide senvices to other departmenis o agencies of the County, ot to other
governments, on a cost reimbui sement basis

The Investment Trust Fund accounts for the external portion of the County Treasuret *s mvestment pool, which
commungles resoutces of legally sepmate local governments within the County m an mvestmment portfeho for the
benefit of all participants These entities melude school and commumity college distiicts, other spectal districts
governed by local boaids, and regional boards and authotities The County separately maimntans these entiies
monies n 396 mdrvidual fimds, these fonds represent the assets, primanly cash and mvestments, and the 1clated
fsabthity of the County to dishuse these monies on deinand

Agency Funds aie custodeat m nature and do not mvolve measurement of 1esults of operations  Such funds have
no equity accounts since all assets ate due o individuals o1 entises at some future tune These funds (including
Clearing and Revolving Funds Deposit Funds Other Agency Funds State and Cuy Revenue Funds and Tax
Collection Funds) account for assets held by the County w an agency capacity fot individeals o other goverment
units  The County teports on 275 different agency funds

Busitess-type activities and enterpuse funds have efected not to apply Financial Accounting Standards Board (FASB)
Statements and Interpietations 1ssued after November 10, 1989 Business-type activities and enterprise funds apply all
apphcable GASB pronouncements as well as statements and wterpretations of FASB, the Accountmsg Prunciples Bomd
Opuuons and Accounting Research Bulletns of the Committee on Accountmg Procedute issued on oo before
November 30, 1989, unless those pronouncements conflict with o1 contradict GASB pronounceiments

Proprictary funds distinguish opeiatng revenues and expenses from non-operatmg items Operatng vevenues and
expenses generally result trom providing services and producing and delivering goods i connection with a popnietary
fund's prncipal ongong operztions The principal operatng revenues of the Solid Waste and Laguna Samitation
enterprise fands and of the County’s mtemnal service funds are charges to customers for sales and services Operating
expeusss for enterprise fimds and uxtemal semvice fimds include the cost of sales and services, admmistrative expenses,
and depreciation on capital assets All revenues and expenses not meeting this defintion ate reported as non-opeiating
revenues and expenses

When both restricted and umesticted 1esomees ate avalable for use, it 15 the County’s policy to use restricted
resownces fist, then umesinoted 1esowces as they ae neaded

Frduciary funds mclude all Trust and Agency funds which account for assets held by the County as a trustee o1 as an
agent for mdividoals or other gevemment units

agh and Tovestments

Ihe County’s cash and cash equivalents for statement of cash flows purposes are considered o be cash on hand,
demand deposits, 1estricted cash and mvestments held by the County Treasuter 1n a cash management mvesiment pool
{the “pocl™)

The pool 18 not 1egistered as an mvestiment company with the Securines and Exchange Commussion (SEC) no s 1t an
SEC Rule 2a7-like poal California Government Code statutes and the County Treaswy Oversight Conunitiee set forth
the various mvestent pohcies that the County Treasurer must follow

State statutes and the County’s mvestment pobicy awthonze the County Treaswer to mvest m US Govemment
Treasury and Agency Secunties, bankers’ acceptances commetcial paper, corporate bonds and notes, 1eputchase
agreements and the State Treasurer’s Local Agency Investment Fund (LAIF) In accordance with GASB Statement No
31, Accounning and Financral Repornng for Ceriain Investments and Exiernal Invesimen:s Pools, mvestiments held by
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 3, 2007
(in shonsands)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

the County Treasuret are stated at fair valve The fawr value of pocled mvestinents 1s getermmed quarterly and 1s based
an curient market ptices 1ecerved from the securities custodhan  The fau value of particspants’ posstion th the paol 1§
the same as the value of the peol shares The method used to determune the value of participants” equity withdiawn s
based on the book value of the participants™ petcentage participation at the date of such withdrawal LAIF 1s required to
mvest m accordance with State stamtes The Local Investment Advisory Board {Advisory Board) has oversight
responsibility for LAIF  The Adwvisoty Board consists of five members as designated by State statute

The Au Pollution Contio) Dustrsct (APCID) and the Santa Barbaia County Associabion of Govetnments, as well as the
pubiic school distticts, cenetely districts fite protection distticts pest control distiicts, recreatton and park districts
and 1esource conservation districts within the County ate 1equired by legal provisions to partivipate w: the County’s
investment poo! The total pewcentage share of the County's mvestment pool that relates to these mvolmtary
participants 1s 56% (as of june 30, 2007) The deposits held for these districts ale included m an vestment trust fund

Iuterfund Receivables and Payables

Transactions between funds that are representative of lendg/borrowmg anangements outstanding at the end of the
fiscal year are referted to as “advances tw/from other funds” (1 e , the pop-current portion of wterfund loans) Al other
outstanding batances between funds ae 1eported as “due two/from other funds ™ Any residual balances outstanchng
between the povernmental activitics and buswmess-type activites ate reported m the govermnent-wide fuancial
statements as “mternal balances ™ In the govermmental furdds financiat statements, advances between funds e oftset
by a correspondmg reservation of fund balance to mdicate that they ae not avatlable for approprzation and ate not
expendable avaiiable financial resources

Recewvables and Pavables

The County only accrues revenues at fiscal yeai-end and accrues only those revenues 1t deems collectible, as such the
County has ne allowance for nneollectible accounts  The County expects to collect all accounts receivable witlun one
year County polcy requires that all revenues and expenditures greater than $3 are accrued at fiscal year-end, while
revenues and expenditures vade: $5 may be acerued at fiscal year-end at the discretron of wdividual departments

At Jime 30, 2607, the County’s governmental activities had $31,533 of mterpovernmental actounts recevable  These
primarity consisted of approximately $5,606 m State Aid for Public Safety (Proposiion 172 proceeds) $2,722 m
federal revenue for stonn damage and $688 in fedetal revenue for Medh-Cal Admunsvatton  The remarmng $22.517
conststed prunanly of federal and state grants for Poblic Assistance, Health and Sanstation, and Public Protection
programs

The County levies, collects, and apportions property taxes for ali taxing yunsdictzons within the County including
school and special diswicts Arucie XI1IB of the Stace of Californa Constiwtion lts the property tax levy to support
general government services of the varous texng pursdictions to 81 per $100 of fult cash value Taxes lsvied to
service votes-approved debt prion to June 3G, 1978 ae excluded fiom tlus hmitation

Secured property taxes are levied i September of each year based upon the assessed valuation as of the pevious
January 1 (hen date) They ate payable m two equal nstaliments due on November | and February | and me
cansidered dehnguent with penalues afler December 10 and Apnl 10 respectively Unsecured property taxes aie due
oiy the Januvary § hen date and become delnguent with penalties after August 31

Durnng e 1993-94 fiscal year, the County authorized an alternative poperty tax dstnibution methed 1eferred to as the
“Tester Plan ™ This method allows for 2 100% dwsttibution of the cuwrent tax levy to ennties etecting the altemative
method, as compared to the previous method where only the current Jevy less any dehnguent taxes was distiibuted
This results m the General Fund recerving distubutions of approxinaiely 50-35% i Decermber, 40 43% i Aprid and
the remammg 5% w June of each year This method alse provades tha all of the delinquent penzalties ang redemption
penaluies of the participating eatity flow 1o the Countys Genelal Fund Ail County entities recelving property taxes
were tequired by statute to participate All delnguent taxes are 1ecordad as accounts recen able mn the General Fund At
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCEAL STATEMENTS
June 30, 2007
(in ithousands)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIFS - CONTINUED

June 30, 2007 pmoperty taxes 1ecervable of $22,576 was 1ecorded in the Genetal Fund In addwion, the Teeter Plan
requites that a property ax loss reserve be mawntamed 1n an amount equal to 1% of the cunent year’s secuted 1ax levy,
which is shown as a reservation of fund balance 10 the General Fund (see Note 15)

Inventoiies and Prepaid Ttems

Investotres for both govermnental and proprietmy funds, consistig prucipally of matertals and supplies held for
consumption, are valued at cost, approxumating maiket value, using the fust-in fist-out (FIFO) method The costs of
governmental funds i entortes are recorded as expenditures when consummed, rather than when purchased Certain
payments to vendois reflect costs apphicable to funne accountng penods and ate recoided as prepaid ttems in both the
government.-wide and fund financial statements The inventonies and prepaid stems recorded it the governnental funds
do not eflect curient appropiiable resources and thus, an equivalent portion of fund balance 15 reserved

Restcted Cash and Investiments

Debt covenants requile Tesouices to be set aside to 1epay ax and 1evenve anticipation notes and intesest thereon as
restricted assets Addinonally, casl set aside to meet the property tax loss reserve fundmng requurements are legally
restiicted to cover losses due 10 bankrupteies o1 madequate proceeds on the saie of defaulted properties The “customer
deposits’ account reflects cash from deposits beld for services that are restiicted m the County’s General Fund and
special tevenue funds that may be eventually retumed to the customer Certificatos of participation covenants require
reserves to be set aside fou debt service These amounts are mchuded m restricted cash and mveshnents w vairtous
governmental funds and w the mayo enterprise funds

Capital Assets

Capital assets, which mclude property (e g land), plant (e g buildings, impioveinents), equpment (eg vehicles,
computers, office equpment) and infiastruchue assets (e g roads, budges, sidewalks, and surila items), are reporied
m the applicable governmental o1 busmess-type activities columns w the government-wide financial statements
Capital asseis ate recorded at lustotical cost or esumated Iistonical cost if purchased or constructed Donated capital
assets are recorded at the estmated fau iarket value at the date of denanon

The costs of nonpal maintenance and repaws that do rot add to the value of the asset o1 materally extend asset ltves
are not capitahized The capstalization thresholds are §5 for equipment, with the exception of two urternal service funds
Cotmmunications, $ 5, and Information Technology, $3 The capitalizatson threshold for buildings, unprovements and
nfiastruchue 15 $100

Caputal assets are depiecrated or amortized usiog the straxght-lwze method over the following estunated useful itves

Infraseeuchue Pavement and ttaific signals 15 to 30 yeats
Budges 15 to 75 years
Hardscape {curbs gutter sidew alks) 28 yems
Constructed flood contiol assets 50 yeats

Sewer and santation 28010 50 yeals

Structures and Impovements  Office bunldmgs 40 to 100 years

Buildmg improvements Sto 75 years
Equipment Automobiles and hight trucks 510 t0 years
Construction and matenance velugles 5 to 20 years

General machinery and office equipment 310 25 years

Expenditures for capnal assets and mpiovements ale capitaiized, a3 projects are constructed, m accordance with the
County’s capitahization pelicy Imnerest and other overhead costs meurred during the consttuchon phase of captal
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
{in thousands)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUER

assets of busmess-type activities ate reflected w the capitalized value of the asset constructed. Depreciation expense 15
allocated 1o the functions/programs and included as a direct expense i the statement of acuvities.

L 1ATa) 12

The County leases various assets under both operating and capital lease agreements. In the government-wide and
proprietary funds financia! statements, capital leases and the related lease obligations arc reported as hiabalities m the
applicable govemmenta? activities or proprietary funds statement of net assets,

Long-Term Debt

n the government-wide and proprietary fonds financial statements, long-term debr and other long-term obligations are
reported as liabilities in the applicable governmental activities or proprietary funds statement of net assets, Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable bond premium or discount, Bond issuance
costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental funds recognize bond premiwms and discounts, as well as issuance
costs, in the period issued. Bond proceeds are reported as other financing sources net of the applicable premuzm or
discount, Issuance costs, even if withheld from the acinal net proceeds received, are reported as debt service
expenditures. Tnierest is reported as an expenditure w the period in which the related payment is made. The matured
portion of long-term debt (i.e, portion that has come due for payment) is reported as a Hability in the fund financial
statement of the related fund.

Compensated Absences

County poficy permits employees 0 accutnuiate eamed but unused vacation, hohday and sick pay benefits. County
policy states that anused sick leave shall not be cashed out at tune of separation from service with the County;
therefore no bability for unpaid accmnulated sick leave exists. Empioyees eligible for full retirement benefits however,
may convert their unused sick feave fo up to one year’s service credit m determining their retirement benefits.

All vacation pay is accrued when incurred m the government-wide and proprictary funds financial statements. In
accordance with GASB Interpretation No. 6, Recognirion and Measurement of Certain Liabilities and Expenditwres in
Governmental Fund Financial Statements, a Hability for these amovnts is reported in the governmental funds financial
statemnents onfy if they have matured, for exaniple, as a result of employee resignations and retirements prior to year-
end and are paid by the County subsequent to year-end.

Fund Equity

In the fund fizancial statements, governmental fimds report veservations of fund balance for amounts that are not
appropriable or are lepally vestricted for a specific purpose. Designations of fund balance vepresent tentative
management plans that are subject to change.

Lise of Estimates

The preparation of financial staierents m conformity with GAAP requires management 0 make estimates and
assumptions that affect the reported amounts of certain assets and liabilities, disclosures of contingent assets and
habilities at the date of the financial statements, and the reported amounts of revenues and expenditures during the
reporting period. Actuat results could differ from those estimates.
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 34, 2007
(in éhousands)

1. BUDGETARY AND LEGAL COMPLIANCE

The County 1s legally required to adopt an anmual budget and adheres to the provisions of the Califorma Governinent
Code (Sections 29500 — 302603, commonly kiown as the County Budget Act. Budgets are adopted for the General,
special reverue, debt service and capital projects funds. Budgets are prepared on the modified accrual basis of accounting
consistent with GAAP. Amwally the Board conducts a public hearing for the discussion of a proposed budget. At the
conclusion of the heartngs, statutorily na later than October 2, the Board adopts the firal budget including revisions by
resolution. However, it has been the County’s practice to adopt the budget pricr to the start of fiscal year. The Board also
adopts subsequent revisions that ocour throughout the year. All annal appropriations lapse at year-end.

The legal level of budgetary control (ie. the level at which expenditures may not legally exceed appropriatiops) is
maintained at the fund, department, and object level. Preseatation of the basic financiaf staiements at the legal level is rot
feasible due to excessve lengfh. Because of the large valume of detail, the budget and actual statements comtained in the
Comprelensive Anmal Fipancial Report bave been agpregated by fimction. The County does prepare a separate Final
Budger document demonstrating legal cosnpliance with budgetary control that s made avatlable to the public by the
Office of the Auditos-Controlier.

For fiscal year 2006-07. there were no instances in which sxpenditures exceeded appropriations.

The Board must approve amendments or transfers of appropriations between funds or departrents. Supplemental
appropriations necessary and normally financed by unanticipated revenues during the year must also be approved by
the Board. The Board must approve amendiments or teansfers of appropriations between object levels within the same
department, Any deficiency caused by expenditures and other finapcing wses being greater than revenues and other
financing sources is financed by beginning available fund balances as provided for in the County Budget Act.
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS
JFune 30, 2007 June 30, 2007
(in thousands) (in thousands)
3. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS 3. RECONCILIATION GF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS - CONTINUED
Amounts reported for governmental activities in the statement of net assets are different from those reported for {1} Caprial assets used w govermaental activities (excluding Internal Service Funds) are not
governmeetal funds in the balance sheet, The following two schedules provide a reconciliation of those differences: current financial resources and, thorefors, are not reported in the balance sheet (Note 7) t 424453
Long-term liabilities are not due and payable in the current penod and, therefore, are not reported
Total Lo IS"W“WJ Net A in the balance sheet (Note 10)
Gov;{;}[g:ntaf Asg;ea:?] Fu;:;:?;} Elimina- e»rot:ls:ls Certificates prurt!c;pmmn - $ (59,143
(Page 26)  Lisbilines (1) _ {Page 34) tions (3) (Page 24) Unamortized premium on ceriificates of participation {997}
Assets: Unamortized discount en ¢eruficates of participation 122
{"ash gnd invesiments § 200765 % - % 5625 § - % 257021 Other long-term debt an
Receivables; Capital lease obligations {excluding Intemnal Service Funds) (4.756)
Taxes ) ] 24,466 - - - 27’306 Bsumated habidity for litigaten (4,583)
]};;::s?;’rﬁtﬁt:’ ::; ;ﬁ;‘;ﬁ:’:g 1’?‘2? - B :' ’32(1; Compensated absences (excluding Internal Service Funds) (23,896)
Use of money and property 2,998 - 1ot - 3,700 Rebatable arhltmgc.earnmgs — (39
Intergovernmental 31,533 - - - 31,533 Total long-term Tinbilines (95,348)
Charges for services 20,873 - 15 - 20,888 Aceryed intersst on Jong-term debt (568)
Other 270 - - - 270 Other long-term assets are not available to pay for current period expenditures and, therefore,
Due from other fimds 4,386 - -~ {4,386) - are defarred i the Bands and recognized as tevenue i the statement of activities {Note 6} 3,294
Internal balances - - " 2,572 2572 Tssuance costs on cerufivates of paricipation are capitahized and amortized over the hife of the 648
Inventories - - 332 - 332 related debt tssie,
Prepeid 1_|;ems‘ a5 . - - 435 Recervable from the City of Goleta for 1594 Certificates of Participation (Note 10) 375
Unameitized issuancs costs - 648 - - 643 ¥ 332854
Other receivables 7451 375 - - 7,826 e
Advances to other funds 1759 - - (1,759) -
Restricted cash and investments 19,591 . 19 - 19,601 {2} Internal Service Funds are used by management to charge the costs of infermation technology,
Capital assets — 424,453 20,542 - 444,993 vehicle operanons and maintenance, nisk managemen! and insurance, and communications
Totat Assets $ 315915 § 425476 77856 § (3,573 § 815674 services to individual finds. The assets and liabilites of the Internal Service Funds are
included in the governmensal activitics 1n the statement of net assets. § 41,247
Liabilities: S——S—
Accopa!s payable 3 18087 3 -~ 5 983 8 - 8 10w (3) Adjustment for Internal Service Funds are necessary to "ciose” those funds by charging additionaf amounts
Salaries and benefits payable 13,728 - 257 - 13,985 s . R i s
0 parti¢ipatimng business-type activities te completely cover the Internal Service Funds' costs
Inierest payzble 27 568 - - 595 for th
Other payables 740 - - - 746 oF the year. .L,,,.E.l;,
Unearned revenue 27,000 - - - 27,000
Deferred revemic 3,294 (3,294} - - - 4. CASH AND INVESTMENTS
Customer deposits payable 6,764 - - - 6,764
Due‘to other f“n(_]s . 4386 - - (4,386) - Cash and 1avestments mnclude the cash balances of substant:ally 2! fungs, which ave pocled and mvested by the County
Capz‘tal fease Obhg?“_m? - 4,736 58 - 3,015 Treasurer for the purpose of mcreasing interest earnings through mvestment activities. Interest eamned on pooled
Certificates of paticipation (COP) payable - 59'12 ” - 59’142 investments 15 apportioned quarterly to certam participating funds based upon each fund's average daily deposit
Unamortized premium on Cgs s - ?’l} - - ?22 balance with all remaming interest deposited i the General Fund. The County has not provided nor obtained any
Unamortized d:scoupt on COPs - e - - (122) iegally bindmg guaraniges during the fiscal year ended June 30, 2007 to support the value of shares in the Treasurer’s
Other long-term obligations - 11 - -- i3 .
Compensated absences -- 25,896 618 - 26,514 mvestment pool.
Liability for self-ingurance claims - - 34,492 - 34,492 . .
Estimated htigation habulity - 4,583 - - 4,583 todiai Credit Risk Related to Degosits ] ) )
Rebatable arbitrage earmings - 84 - - 84 The custodial credit nisk for deposuts is the risk that the lem)( will not be able; to recover deposits or will not be able
e to recover collaietal securtties that are mn possession of an outside party. This risk 15 mitigated m that of the total bank
Total Liabilities 74,028 92,622 36,602 4.336) 198.87] balance, $100 was insured by Federal depository insurance and 323,178 was collateralized with securtties held by the
Fund Balance/Net Assets: pledgmng financial mstaution, which have a macket value of 102% of the County’s deposits. However, per Government
Total Fund Balance/Net Assets 241,889 332,854 41,247 813 616,803 Code section 53652, the depository should maintain collateralized securities with a market vatue of at least 110%.

‘Fotal Liabilities & Fund Balance/Net Assets § 315915 § 425476 § 77856 3§ (3573) § 8i5674
b Drrm—

At June 30, 2007, the carrying amount of the County's deposits was $23,278 and the comespondmg bank balance wag
$20,576. The difference of $2,702 was principally due to deposits in transit.
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 34, 2007
(in thousands)

4. CASH AND INVESTMENTS - CONTINUED

Investments
Pursuant to Section 53646 of the State of California Goverment Code the County Treasurer prepares an Investment

Policy Statement anrually, preseats it to the Treasury Oversight Conuruttee for veview and to the Board of Supervisors for
approval, After approval, the policy is forwarded te the California Debt and Investiment Advisory Cormmsssion.

The policy provides the basis for the management of a prudent, conservative investment program. Public funds are
wnvested for the maximun security of principa? with secondary emphasis on achieving the fughest retum, while meeting
datly cash flow needs. All investiments are made m accordance with the California Govemement Code and, in general, the
Treasurer's policy is more restnctive than State law,

Credit Risk and Concentration of Credit Risk

Credit risk is the nisk that an issuer or other counterparty to an investment wili not fulftl its obligations. Concentration of
credit tisk is the nisk of loss atuibured 1o the magnitude of an mveshnent in a single issuer. The Treasurer mitigates these
risks by holding a diversified portfolio of high qeality wvestments. The policy sets specific parameters by type of
investnent for credit quality, maturity length, and maximum percentage investment, For secusities issued and fully
guaranteed as to payment by an agency, of goverument sponsoted enterprise of the US Governinent, the issuer shall be
rated AAA by at least two of the three major 1ating services of Fitch, Moody's, and Standard & Poor’s (S&P).
Cornmercial Paper obligations shall be rated by 2¢ least two of the three major ratmg services a imanimusn of F1 by Fiwh,
Pl by Moody’s, and Al by S&P. Corporate Bonds shall be rated AA. by at least two of the three major ratisg services of
Fitch, Moody’s, and S&P. In addition, no more than 5% of the totat portfolio may be invested in securities of any single
1s5uer, other than the US Govenmment, its agencies, and sponsored enterprises,

County investment policy dictates that no more than 5% of the total portfolio be mvested in securities of ary single issuer,
other than the U.S, Governmeny, its agencies, and sponsored enterprises. At June 30, 2007, single issuers comprising mote
than 5% of the County’s investinents were as follows:

Farr Value
1ssuer Lssuer Type Holdings Percentage Holdmgs
Federaf National Mortgage Assoc, Government Sponsored $226,945 27.06%
Federal Home Loan Rank Government Sponsoted 144,912 17.75%
Federal Home Loan Mortgage Corp.  Goverment Sponsored 114,011 13.97%

Directed investments ar¢ entirely comprised of securities issued by the Federal National Mortgage Association, a
govermment sponsored enterprise, at June 30, 2007, Fair vatue holdigs at year end amonated to §2,572.

Custodial Credit Risk

Custodial credit risk for investments is the risk diat the County will not be able to recover the value of mvestment
securities that are in ihe possession of an outside party. All securtties owned by the County are deposited i trust for
safekeeping with a custodial bank difterent from the County's primary bank. Secarities are held by the trustee in the name
of the County and are not held in broker accounts.

Interest Rate Risk

Interest mte visk is the 11sk that changes in mterest rates will adversely affect the fair value of an ivestment, The County
ratigates this nsk by making longer-terin nvesunents only with finds that are not needed for current cash flow purpases
and holdmg these securities fo matwurity. Maturity of investinents purchased 1z govemed by demand for funds analysis of
prior periods” revenues and expenditures, Except for certain directed investinents, the final matuiity date of any individual
secunity shall not exceed five (5) years, and n the aggregate non-short tenn investments shall not exceed 75% of the
portfolio.

The unrealized loss on investments held in the County Treasurer’s pool at June 30, 2007 for both internal and external
paol participants was $1.951.
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 20067
(in thousands}

4. CASH AND INVESTMENTS - CONTINUED

The Treasurer purchases securities at a discount from face value to earn higher than nominal rates of return. Under GASB
Staternent 31 such discount, when realized, is considered gam rather than interest. Interest eamings for the current year
amount to $28,555 for the County Treasurer’s Investment Pool and §128 for directed mvestments. The net realized gain
o1 investimennts sold or matured during the year was $9,846 for the Investment Pool and $1 for directed wvestments. The
calculation of realized gains and losses is independent of a calculation of the net change in the fair value of investments.
Realized pains and Yosses on mvestments that had been held in more than oue fiscal year and sold in the curvent year were
included as a change in the fair value of investments reported m the prior year(s).

A summary of the 1nvestments held by the County Treasurer's investinent pool as of June 30, 2007 15 as follows:

Werghted
Interest Rate  Matnty Average Credit
Investiment Lost Fait Valug Range Date/Range | Matatity Ratings
Treasurer's Pooled Investments
1, P2
Commercial Paper S 171086 3 171640 524-544 7079407 1653 Days i t,’ I;"z
Negotiable CDs 30036 0,036 330-54¢  7OT-UDR 73 Days A-1.P-1
Corporate Bonds 75.047 T8529 312738 WOT-91L 1 T4 Years AALAAA
Govemnment Agency Bonds 301513 499746 263-580 TAOT-G/12 165 Years AAA
Local Agency [nvestment Fund 40,000 40000 493523 nia n'a na
Directed Investments
Gaovernment Agency Bonds 2616 2372 413713 6190-512 41§ Years AAA
Total Pooled and Directed Investments 821474 819.523
Tnvestments Controlled by Fiscal Agents
US Government secunties 13,704 13,704
Total Investments S 835178 833.227
Cash in Bagks
Nen-Interest Bearing Deposits 23,278
Cash on hand 41
Tosai Cash and Investiments N
Total Unrestricted Cash and Investments § 818,665
Total Restricted Cash and Investiments {Note 5) 17,884
Total Cosh and Invesments 3350340
Total Cash and Invesiments Summary
Total Governmental Activities $ 278622
Total Business-Type Activities 39,542
Total Fiduciary Funds 340,382

Total Cash and Investments
The following represents a condensed statement of niet assets and changes in net assets for the Treasurer's investment pool
as of June 30, 2007:

Statement of Net Assets f
Net Assets held for paol 3 819,523
Equity of internai pool participants $ 310949
Equity of external pool participamts (voluntary and mvolantary} 508,574
Total Equrty 3 819523
Statemnent of Changes in Net Assets
Net assets held for pool particepants, July 1, 2006 § 798519
Net charige in insestments by pool participants 20,804
Net assets held for pool participants, June 30, 2007 5, 810523
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIS

NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS
June 33, 2007 June 30, 2007
({in thousands}) {in thousands)
5. RESTRICTED CASH ANP INVESTMENTS 6. DEFERRED AND UNEARNED REVENUE
Cash and investments at June 30, 2007 that are restricted by legal or contractuat requirements are comprised of the Under both the accrual and modified accrual basis of accounting, revenune may be recognized only when earned.
following; Therefore, the government-wide statement of net assets as well as governimental and enterprise funds defer revenue
recoguition in connection with resources that have been recerved as of year-end, but not vet eamned. Assets recognized in
Genersl Fund connection with a transaction before the earnings process 1s complete are offset by a corresponding liability for unearmed
Deposits by varicus developers 5 6489 revenue.
FProperty tax loss reserve 3632 Under the modified accrual basis of accounting, it 1s not encugh that revenue has been earned if it is to be recognized i
Total General Fund §12,121 the current perod, Revenue must also be susceptible to accrual (i.e. measurable and avadable to finance expenditures of
the current pertod). Governmental finds repott deferred revenues m comnection with veceivables for revenues not
Nonmgjor Goverymental Fynd constdered available to hiquidate liabitsties of the current pertad.
Reserved for debt servics 7470
Taotal Nonmajor Goverumental Funds 7470 At June 30, 2007 the various componenis of deferred and unearned revenue reported are as follows.
Total Governmental Funds 19,591
Deferred
Intermal Service Fun Governmental funds: Unearned _ (Unavailable) Total
Vebicle Operations and Mamsenance - set aside for underground tank clean-np 10 General Fund:
Total Internal Service Fuads 10 Delmquent property taxes $ - & 237 % 237
Total governmental activities 19,601 Road Fund:
Office of Emergency Serviges match - 166 166
Solid Waste Enterpri Advances from California Department of
Funds set aside for landfill site closura and mamtenance costs (see Note 1) 15,89% Transportation for road project 4,707 -- 4,787
Financial assurance for landfill comective action 1.430 Total Road Fund 4,707 166 4,873
Reserved for debt service 717 )
Tosa! Solid Waste Enterprise Fynd 18,046 Social Services Fund:
Grant drawdowns prior to meeting eligibility requirements 11,668 - 11,668

Laguna Santation Enterprise Fund

Deposits by various developers 234 Alcohol, Drug, and Mental Health Fund
Total Laguna Sanitation Enterprise Fund 234 Medi-Cal tremment - 94 94
Early, penodic, screening, diagnosis, and treatment - 2,797 2,797
Total busmess-type activiiies 18,280 Total Alcohol, Drug, and Mental Health Fund .- 2,891 2.891
Totai resteicted cash and hrvestments 537,851 Flood Coatrol District Fand:
—— Developer mingation fees 594 - 594

Capital Projects Fund:
Deveioper mitigation fees 4,188 - 4,188

Nonmajor governmental funds:
Advances on state and federal grants for

affordable housing 587 - 587
Other receivables 5107 - 5,107
Fire disuict mitigation fees 149 - 149

Total nonmajor governmental funds 5,843 - 5,843
Total goveramental foads 3 27000 % 3,294 5 30,294
—— e
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORN1A

NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS

June 30, 2007 June 30, 2067

(in thousands) (in thoussnds}
CAPITAL ASSETS 7. CAPITAE ASSETS - CONTINUED
Capital assets activity for the year ended June 30, 2067 is as follows: Capital assets activity for each major enterprise fund for the vear ended June 30, 2007 15 as follows:

Balance Balance Balance Balance
July 1, 2006 Additions Deietions June 30, 2007 July §, 2006 Additions Delenons June 3G, 2007

Governmental activities: Solid Waste:

Capital assets, not bemng depreciated: Capital assets, not being depreciated:

Land 5 88,777 3 2,040 % - % 90,817 Land b3 9,445 % - % - 3 9,445
Construction in progress 17,544 18,904 {13.018) 23,426 Construction in progress 1.882 2,850 {2,756) 1,976
Total capital assets, not being depreciated 106,321 20,640 (13.018) 114,243 Total capital assets, not being depreciated 11,327 2.850 {2,756} 11,421
Capita! assets, being depreciated: Capital assets, being depreciated:
Structures and improvements 201,056 2,977 -~ 204,033 Structures and improvements 17.077 2622 1168} 19,531
Equipment $0,30% 11,735 (4.238) §7,802 Equipment 15,198 1,352 (453) 16,095
Infrastruicture 219826 6,159 -- 225,983 Total capital assets, being deprecinted 32,275 3,974 (623} 315,626
Total capital assets, being depreciated 501,187 20,871 (4,238) 517,820
Less accumulated depreciation for:

Less accumulated depreciation for: Structures and improvements (4,800} (585) 168 (5,217}
Stnuctures and impravements (63,774) 4,803%) - (68,669) Equipment (8,804} (1,139 9 (10,024}
Equipment (46.816) (6,664) 3,823 (49.657) Total accumulated depreciation {13,694) (1,724) 177 (15,241}
Infrastructure {65,521} (3.221) - (68,742)

Total accumulated depreciation (176,111} (14,780) 3.821 (187,068) Total capital assets, being depreciated, net 18,381 2,250 {446) 20,385
Total capital assets, being depreciased, net 325,076 6,091 (415) 136,752 Subtotal Solid Waste 26,008 5100 (3.202) 31.806
Sub-total governmental activities 431,397 27,031 (1343 444,993
Laguna Sanitation:
Business-type activities: Capital assets, not being depreciated:

Capural assets, not being depreciated: Land 2,799 . . 2,799
Land 12,244 - - 12,234 Canstraction in progress 20 - (20) .
Construction it progress 1,902 2,850 (2.776) 1,976 Total caputal assets, not being deprecisted 2819 - (20) 2,799

Total capital assets, not being depreciated 14,146 2,850 (2,776) 14,220
Capital assets, being depreciated:

Capital assets, being depreciated: Structures and improvements 3,146 - - 1,146
Swmectures and improvements 20,223 2,622 {168) 22,677 Equipment 4871 55 27 4,899
Equipment 20,069 1,407 (482) 20,994 Infrastructure 25,006 .- - 25,006
Infrastructure 25,006 - = 23,006 Total capital assets, being depreciated 33,623 3] 27 33,051

Total capital assets, being depreciated 65,298 4,029 (650) 68,677
Less accumulated depreciation for:

Less accumulated depreciation for: Struetures and improvements (1,776) (66} - {1,842)
Structures and improvements {6.576) {631) 168 {7,059 Equipment (1,449) (454} . {1,503}
Equipmment (10.343) (1.593) 9 (11,827) Infrastructure {3,515} (570 - (4,08%)
Infragtructure (3,515) (370) - (4,083) Total accurulated depreciation (6,740) (1,090) - (7,830

Total accumulated depreciation (20,434) {2.814) 177 {23.071)
Total capital assets, being depreciated, net 44,864 1,215 (473) 45,606 Total capital assets, being depreciated, net 26,283 (1,035) 20 25,221
Sub-total business-type activities 59,010 4,065 {3,249) 59,826 Subtotal Lagusa Samtation 20,102 (1,035) “7) 28,020
Total S..200407 8 31096 8 (ledsy 8 508l Total busitess-type activines $ 39010 § 4065 S (3.249) § 5983
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007 June 30, 2007
{in thousands) {in thousaads)
7. CAPITAL ASSETS - CONTINVED 7. CAPITAL ASSETS - CONTINUED
Internal Service Funds (ISF} predomuantly sevve the governmental funds Accordingly, their capuai assets are Construction m progress at June 3¢ 2007 cansists of the foltowiag projects for the prmay government
included wiihin goverorental achvities sn the abose table Capital assets activity for Intetnal Service Funds for the year
ended June 30, 2007 15 as follows Goyernmental activities:
Captal Qutlay Projects
Balance Balance Noeth County Jail $ 1,738
July 1, 2006 Additions Deletions June 10, 2007 Santa Maia ADMES Buiidmg Remodel 1312
Internai Service Funds: Los Puetos Residences 964
Capital assets, being depreciated New Computer Asded Dispatch System 834
Structures and mmprovements $ 2177 % a2 3 - § 2,219 Lompoc Frue & Shenff Station 881
Equipment 39,043 6,251 (3 683) 41,651 South County Jait Managewment System 724
Total capital assets, being depreciated 41,220 6,333 (3,683) 43,870 La Moada Butding Remodel to1 Social Services 483
Cachuma Lake Sewel Plant 407
Less accumulated depreciation for Othet Projects (mdriduatly less than $400) 5177
Structures and improvemenis (334} (38) - (392) § 12,580
Equpment (22,895) {33271 3 286 (22,930)
Total accumulated depreciation (23,229 (3,385) 3,286 (23,328) Roac Projects
Jonata Park Road Biidge 830
Total capital assets, bemg depreciated, net 17.99] 2,948 (397} 20,542 Safe Routes to Schools Sidewslk Construchion 594
Huminel Drive Extension 584
Total § 17991 3 2248 3 £97) 3 Zl)iiég.ﬁ Isla Vista Sidewalk Construction 563
Black Road Biidge Rehabthitauon 470
Depreciation expense was chaiged to funciions / progiams of the pranary government as follows Sidewalk Replacement - Districts 2 & 4 459
Dther Projects (indiaidually less than $436) 3,956
Depreciation ISF Deprecation 7.436
(excluding ISE Allocatien (1) Total
Governmental activities Flood Comtrol Projects
Pohicy & executive % 778 5 0§ 112 Mission Creek Corps Project i 122
Law & justice 846 83 929 Las Vegas Creek/Encina Dramn 760
Public safety 2,786 1 652 4,438 Foster Road Storm Drain 282
Health & public assistance 2,069 104 2,773 Other Projects (individually less than $200) 884
Community resources & public factities 4,372 465 4837 1,048
General government & sappoit services 1,020 314 1,334
General county programs 225 22 247 Genetal Fund Projects 342
Total depreciation expense-governmental actrvities 11,395 3,275 14,67C Sub-total govermnentat activities T 2346 A26
Business-type activities Business-type activities:
Solid waste 1,724 104 1,828 Resource Recovery and Waste Management Projects
Laguna sarutation 1,080 6 1,096 Tajiguas Line: Expanston, Phase |B 1,384
Total depreciaiion expense-busimess-type activiies 2,814 110 2,924 Tajiguas Dewatering System 271
Tapguas Eastside 48" Stormn Drain 201
Giand Total 3 14,209 § 3385 § 17 504 Other Projects (ndmidually less than $100) 120
Sub-total bustness-type activities - 1,976
(1) Capital assets held by the County’s Internat Service Funds are charged to the various functions based on then
usage of the assets Total construction in progress § 25402
TN L T
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COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
(in thousands)

8. NOTE PAYABLE

Governmentai Aciivities

There are 1o notes payables at June 30, 2607 as tax and revenue anticipation notes (“TRANS™) of $47.000 bearing
interest at 4,00%, net interest cost of 2,63% were paid in full on July 25, 2006, Proceeds from the notes were used to
meet fiscal year 20¢5-06 cash flow requivements. The following 18 & summary of changes m nows payable for the year
ended June 30, 2007:

July 1, 2006 Additions Deletions June 30, 2007
2005-2006 TRANS 3 47,000 % - % (47,0000 § -
Total 3 47,000 3 - % (470000 & -

Business-Type Activities

Laguna Wastewater Treatment Plant Note Pavable

On August 16, 2001, the Laguna Sanitation District (District) entered into a financing contract with the State for the
construction of a Total Disselved Solids and Recycled Water Treatment Plant. Under the contract, the State made
fifteen disbursements totaling $9,150 to the District during the period Febmiary 2002 through June 2003, Repayment of
the note commenced w July 2004 and wili continue through July 2023, The aterest rate on the note is 2.4% per annum.

The note payable outstanding at June 30, 2007 is $7,833. The following is a repayment schedule as of June 30, 2007;

Year Ending June 30, Prineipal Intetest Total
2009 $ 407 % 188 598
2010 417 178 595
2011 427 168 395
2012 437 158 595
2013 448 147 §95
2014-2018 2,406 571 2,977
20192023 2,709 268 2,977
2024 582 14 596

Total $ 7833 8§ 1,662 9,515

60
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COUNTY OF SANTA BARBARA, CALIFORNEA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2067
(in thowsands)

LEASES
Operating Leases as 1.essee

The following is a schedule of future minimum rental payments required under operating leases entered o by the
County that have mitial or remaitung noi-cancefable tease tenns in excess of one year as of June 30, 2007

Year Ending June 30, Amount
2008 $ 2.420
2009 1,189
2016 829
2011 617
2012 99

Total Minimum Rental Payments $ 5,154

Total rental expenditure/expense for the vear ended June 30, 2007 was $3,538 of which $561 was recorded in the
General Fund.

Operating Leases ag Lessor
The County as lessor leases sections of the Casa Nueva building to both the Santa Barbara County Association of
Governments and the Sanla Barbara Air Pollution Control Distnict under operating leases with terms from July 2003

through Apni 2034. The onginal cost of the Casa Nueva building 15 $6,168, As of June 30, 2007, the bwlding had a
carrying anount of $3,798 net of accumnulated depreciation of §370.

The following 1s a schedule of future minimuim rentals to be received under operating leases entered infe by the County

ag lessor that have mitial or remaining non-cancelable lease terms m excess of one year as of June 30, 2007

En e 3 Amount__
2008 £ 96
2000 i
2040 312
2011 31z
212 312
2013-2047 1,561
2018.2022 1.561
2023-2027 1,561
20282032 1,561
2033-2034 ST2

Total Minimum Rentals to be Received

8,560
S

For the year ended June 30, 2007, total rental income was 51,028, all of which was recorded in the General Fund.
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

NOTES TO THE FENANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS
June 30, 2607 June 39, 2007
{in thousands) {in thousands)
9. LEASES - CONTINUED 10. LONG-TERM DEBT - CONTINUED

casualty, rental mterruption and earthguake insurance in connection with each lease-purchase agreement. The County

Capital Leases
1s in compliance with alf significant financial restrictions and requirements as set forth in is varions bond covenanis.

The County has entered into certau capuial fease atrangements under winch the related stimictres and equipraenst will
become the property of the County when all terins of the lease agreements are met. The following is a schedule of fiture A suminary of certificates of participation princtpal outstandiog at year-end is as follows:
minnuin lease paymetits, payable from the General Fund, certain special revenue funds, mtemnal services funds, and

enterprise funds under capital leases as of June 30, 2007; Outstanding
Interest Date of Amount of as of
Governmental Business-type Rate % Issue Maturity  Ovigmal [ssue  6/30/2007
Year Ending June 30 Activities Actrvities Governmental activities:
2008 $ 951 § 9 1998 Capital Improvements 3.80-4.60  2/10/1998 21172011 $ 11,720 § 4,530
2009 806 8 2001 Capital Improvements 2.00-5.25 12/1/2001 1AHI021 30324 26,784
2010 781 9 2004 Capital Improvements 200300 3312004 W20 20,023 10,659
2011 781 8 2005 Capital Improvements 3.00-4.50 472172065 3/1/2025 18,785 17,170
2612 280 - Sub-total governmental activities 80,852 39,143
2013-2017 1,398 -
2018-2022 1,040 - Basiness-type activities:
20232027 895 1997 Laguna Samtation Refinance 539-701 672471997 124172006 1.9i3 -
Total Mymmum Lease Payments 6,932 34 1998 Baron Ranch 3.80-4.60 21041998  2/1/2011 1,760 2.889
Less: Amount Represeniing Interest (1.9t7) 4 200} Capital Improvements 2.00-525 127042000 12712020 L1 90}
Total Present Value of 2004 Capital Improvements 2.00-3.00 3312004 37172009 1,577 53l
Minitum Lease Payments % 5,015 £ 10 Subtotal businessaype activites 12,353 4,324
Total $ 93205 5 63464

The following is a schedule of capital assets under capital leases by major classes at June 30, 2007:

Governmental Bustness-type )
i As of June 30, 2007, the County bas an outstanding recarvable 1n the amount of $375 fromn the City of Goleta related to
Activities Activities
Land 3 1283 & - the remainng outstanding batance on the 1994 Certificates of Participation, which were previously refunded by the
Equioment 2’561 0 2004 COP issuance, used to fiance the purchase of land that the County transferved to the city at incorporation on
S?ruciures and improvements 1’9121, o February I, 2602, The County remains legally l:able for this debt,
L 'l;:t‘:i C:p;m]};:;; ei;—oescsiat'on i;f% {;[% The following is n schedule of total debt service requirements to maturity as of June 30, 2007 for certificates of
ess: Accurmul reciati :
rtigipation:
Total caprtal asset, net 3 5,053 3 - paricipation
o . . Governmental Activities Busimess-type Activibes
Depreciation expense related to capital assets under capital leases for the governmental and business-type activities was Year Ending Jupe 30, Principal Interest Principal Tnterest
$399 ang $50 respectively, for the year ended June 30, 2007, 7008 H 5.034 T 2416 g 1.071 3 136
2009 5,697 2.251 908 {30
10. LONG-TERM DEBT 2040 3.634 2,083 776 93
2011 6,197 1,883 848 56
Certficates of Participation 2012 2,595 1.655 50 16
2013-2017 14,754 6.187 291 137
Certifivates of participation (COP) are secured by annual leage payments payable by the County for use of the facilities 20182022 14813 2775 377 5
constructed o acquired from the bond proceeds. The Santa Barbara County Finance Corporation, a public benefit 2023.2026 3’ 479 ’3 0 .
corparation. was created to issue such certificates, The County leases various projects from the Santa Barbara County ?‘; , TWNT T 0T 3 T3 2 T T 63;
Finance Corpotation. The lease payments ave used by the Santa Barbara County Finance Corporation to pay interest ot H H :

and principal of the bowds,
The certificates of pazicipation contain cestain boad covenants, whicl are deemed by the County to be duties imposed

By law. The County must include the applicable tease-parchase payments cue each year m its annual budget and make
the necessary appropriations. The County 15 alo required to mawtain certam jevels of liability, property damage,
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007 June 39, 2007
(in thousands) (in thousandts)
10. LONG-TERM DEBT - CONTINUED 10. LONG-TERM DERT - CONTINUED
Other Tong-Tenn Debt Changes in Long-Tenn Liabilities

A schedule of other long-term debt outstanding as of June 3¢, 2007, recorded within governmental activities and The long-term hability actwvity for the year ended June 30, 2007 was as fallows:

payable from governmental funds, is as folifows: Balance Balance Due Within
July 1, 2606 Addiions Deletions June 30, 2607 One Year

Governmental activities:

Cachuma Sanitation E.can Certificates of participation $ 65173 8§ - 5 (6030 $ 39143 § 3934
Year Ending June 30, Principal Interest Unamortized premiuwm on
2008 5 il 3 - certificates of participation {COP} 1,142 - (145} 997 -
Total % 11 $ - Unamortized discowunt on COP (143) - pra | (£22) -
Gther long-term obiigations:
Cachuma Sanitation Loan 31 - 209 11 i
. X Fire Station #18 Settlement 200 - {2003 - -
Rebatable Azbitrage Earnings Affordable Housing Loan 969 - 999 - -
Liability for self-nsurance ciaims 32.685 16,034 (14,227 34,492 10,047
The Tax Reform Act of 1986 instituted certain arbitrage resteictions with respect to the issuance of tax-exempt bonds Estimated lingation Yability 4,375 208 - 4,583 -
after August 31, 1986. Arbitrage regulaions deal with the investment of all tax-exempt bond proceeds at an interest Compensated absences 24,864 2.870 (1.220) 26,514 1,220
yield greater than the interest yield paid to bondholders. Generally, all enterest paid to bondholders can be retroactively Capital lease obligations 3,301 2,400 {686) 5015 712
rendered taxable if applicable rebates ave wot reported and paid 1o the Internal Revenue Sexvice at least every five Rebatable arbitrage earmmgs 40 44 - B4 -
years. Dhuring the current year, the County performed calculations of excess investinent camings o varicus bonds and Sub-total governmental actrvities 132,667 21,556 (23,500) 130,717 18524
financings and at June 30, 2067 recorded a rebatable arbitrage liability of $84 within government activities and $5 Business-cype activities:
within business-type activities. Certificates of participation 5,655 - (1,334) 4321 1,071
Unamortized premiwa on COP 34 - 4) 30 -
Governmental Activities — Canduit Debt Landfill lihgation settlement 165 - (54} 110 -
Compensated absences a7 a2 ) $25 4
Special Assessiment Debt Capital lease obligations 83 - {53 0 7
Rebatable arbitrage eamings 3 2 - 5 -
The County acts as an agent for the property owners, who may benefit by the projects financed from special assessment Note payable 8,231 - (398) 7.833 407
bond proceeds, m collecting the assessments, farwarding the collections to bondholders and initiatmg foreclosure Accrued landfill closure costs 23,951 1,082 - 25,033 -
proceedings, if appropriate. Special assessment bonds do rot represent a liability of the County, as the County 15 nat Sub-total business-type activities 38,620 1106 (1,848} 37.887 1,489
obligated in any manner for the deht. Accordmgly, such obligattons do not appear in the accompanying financial Total SdZl:296 3 2000l 3 05354 § loRond & 20.043

statements. The amount of special assessment debt outstanding at June 30, 2007 is $26.
The long-term ttability activity for each major enterprise fond for the year ended June 30, 2007 was as follows:

Balance Balance Due Within
July 1, 2006 Additions Deletions  June 30, 2007  One Year

Solid Waste:

Certificates of participation 3 4867 § -~ 3 {878y § 398 § a7
Unamortized premium oo COP 34 - (4) 30 -
Landfill hingation seftiement 165 - {538) 116 -
Compensated absences 409 14 3} 420 3
Capital iease obligations 76 - (52} 24 6
Acerued landfill closure costs 2395% 1,082 - 25,033 -
Rebatable arbiage earnings 1 1 ol 2 -

Total $ 293503 $ 1097 % (892) § 290608 3 o916

Laguna Sanitation:

Certificates of participation $ 788§ - 8 456) § 332 % i64
Note payable 8,231 - {398) 7,833 407
Compensated absences 98 8 {1 1G5 1
Capial lease obliganons 7 - t) & 1
Rebatable arbitrage earnings 2 i - 3 -

Total 9,126 9 (836} 8279 573
Total business-type activities $ 33620 § L1063 (18481 § 37887 § 1,489



txs

txs


COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 30, 2007
(in thousands)

10. LONG-TERM DEBT - CONTINUED

I

o

In governmental activities, the liability for litigation and ihe majority of empioyee compensated absences are ligmdated
by the General Fund. Internal service funds predominantly serve the governmental funds. Accordingty, thewr long-tenn
Diabilities are included as part of the totals for governmental activities.

The long-term Nability activity for the lnternal Service Funds for the year ended June 30, 2007 was as follows:

Balance Balance Due Within
Tuly 1, 2006 Additions Deletions  June 30, 2007 One Year
Taternal Service Fuands:

Liablity for self-insurance claims $ 32,685 3 16,034 5 (142270 § 34492 % 10,647
Compensaied absences 333 85 - 618 -
Capital fease obligation 346 -- {41} 239 61
Total $ 33!518 $ 16,119 § {14268) & 353569 § 10,708

LANDFILL CLOSURE COSTS

The County owns and operates four landfili sites including Tajiguas, Foxen Canyon, Ventucopa and New Cuyama.
New Cuyama and Ventucops were closed during the 1995-96 fiscal year. Foxen Canyon was converted to a transfer
station 1n fisca! year 2003-04. State and Federal laws requive the County to close landfills once their capaciues are
reached and to monitor and mamtain the sites for thirly subsequent years. The County recognizes a portion of the
closure and postclosure care costs in each operating period until the landfills are closed. The amount recogmzed each
year is based on the landfills” capacity used as of the balance sheet date. As of June 30, 2007, the County had incurred
a babikity of $25,033, which represents the amount of costs reported to date based on the percentages of landfill
capacities used to date. The remaining estimated Liability for such costs is $8,696, which will be recognized as the
remaining capacities are used. The estunated tatal costs of closure and posiclosure care totaling $33,729 are subject to
changes such as the effecis of inflation, revisions of laws and other variables.

The estimated percentages of landfiil capacity used are as follows:

Capacity Remgining
Landfill Used Years
Tajlguas 68% 15
Foxen Canyon 5% closed
Ventucopa 100% closed
MNew Cuyama 100% closed

On August 3, £999, the Board approved an environmental review and authorized applications for a 15-year expansion
of the Tajiguas landfill. Both the Regional Water Quahty Control Board and the California jntegrated Waste
Management Board 1ssued revised permits in April and May of 2003 that increased the landfill’s permitted capacity.
The estimated costs for the capacity expanston are $25 million, whichk will be funded by the Solid Waste enterprise
fuad tippmng fees.

The County is reguired by State and Federal laws and regulations to make annual contnbutions and/or provide an
afternative fundumg mechanism to fiance closure and postclosure costs. The County funds closure and pastclosure
costs with a combination of pledge of revenue agreements and restricted cash. The County has pledged revenues from
future tipping fees generated at the Santa Barbara South Coast Transfer Staton to fund 67 percent of all postclosure
maintenance costs. Restricted cash and mvestments are expecied to fund the rewnainurg 33 percent of postclosure costs
and all closure costs at Foxen Canyon and New Cuyama. The amount of $15,899 is cunently reported as a portion of
resricted cash and mvestments in the Solid Waste Eaterprise Fund on the balance sheet (see Note 5),

66

COUNTY OF SANTA BARBARA, CALIFORNIA
NOTES TO THE FINANCIAL STATEMENTS
June 36, 2007
(in thousands)

11, LANDFILL CLOSURE COS8TS - CONTINUED

Restricted cash for closure and postclosure costs at June 30, 2007 1s compnsed of the foilowmg:

Total
Postclosure Restricted
Landfill Closure Cost Caost Casht
Tajiguas 5 8509 % 3476 % 11,985
Foxen Canyon 2376 1.093 3,469
New Cuyama -- 445 445
Total $ 10885 % 5014 % 15899

12, RETAINED DEFICIT

Lint¢tnal Servige Funds - In recent years, the County's Risk Management and Insurance Pund has expenenced
sigificant ncreases m workers' compensation claims labilitres due primarily to adverse case development,
significantly increased costs related 10 both medical care and los: time diszbility payments to mjured workers, as welt
as increased premiwms for excess insurance coverage. Additionally, the County also experienced adverse peaeral
hability case development over the past few years. The Risk Management and Insurance fund’s retaned deficst as of
Tine 30, 2007 is $1,801, which is a decrease of $2,714 compared to the retained deficit of $4,515 at June 30, 2006.
The decrease 13 primartly due to lower workers” compensation clamns outstandmg, a decrease 1 new juries and the
unpact of Tecent legislation (Assembly Bl 227 and Senate Bill 228 passed on January 1, 2004 and Aprd 16, 2004,
respectively), Ting legislation was designed to reduce the costs of workers” compensation by imposing limutations on
medical costs, reducing the penalies for late payments to clabmants, mproving fraud eaforcement, and enacting
vatious other measures. In addison, the County has developed a teo-year payback plan, cuzrently wn the fifth year. m an
effort to elimmnate the deficit through fature premusm rate increases. The County has continued to concentrate its
efforts on efficient and focused review and implementation of loss prevention and control measures to misinize costs,
as well as to make necessary adjustments to the funire premium rate stucture m order to chimmate the retained deficit
i the fakare.

13, INTERFUND TRANSACTIONS

Interfund Receivables / Pavables

Amounts due toffrom other funds at June 30, 2007 are as follows:

Receivable Fund Payable Fund Amount
Generzl Fund Aleohol, Drug and Mental Health Services § 4374
General Fand Other Governmental Funds 12

Total due to/from £ 4,386

Amounts due to the Genera! Fund are the result of cash flow loans to cover teraporary cash deficits in the Alcoliol.
Drug and Mental Health Services and Road funds and are scheduled 1o be coliccted at the beginmng of the next fiscal
year.

Advances to/from other funds at June 30, 2007 are as follows:

Receivable Fund Payable Fuad Amount
General Fund Solid Waste Fund 3 759
Total advances to/from ) NEL]

The $1.759 advanced to the Solid Waste enterprise fund represents the remaining balance of an rnitial $2,994 foan that
provided financing resources for a landfill iugation settlement.
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13. INTERFUND TRANSACTIONS - CONTINUED

Tiansfars

Transfers to/from other funds at June 30 2007 are as follows

Transfer From Transter To Amount
General Fund Non Major Gosetnmmental Funds § 17024
Social Bervices Fund 11161
Public Health Fund 7919
Capitai Projects Fund 6 543
Alcohal Drug & Mental Health Services Fund 3185
Road Fund 1838
Intermal Service Funds 469
Road Fund Non Major Gavernmental [inds 202
Capital Projects Fund 155
Pubhc Health Fund Aicohol Drug & Mental Health Ser ices Fund 636
Captal Projests Fund 393
General Fund 210
Non Major Governmental Funds 53
Sacal Services Fund Capual Projects Fund 295
General Fand 122
Intemal Service Funds 23
Aleohol Drug & Mental Health Services Fund  General Fund 2053
Capiral Projects Fundg 987
Non Majer Goyernmental Funds 553
Social Services Fund 286
Public Health Fund 221
Flood Control Distnict Fund Capttal Projects Fund 3
Non Major Governmental Funds 1
Caprtal Projects Fund General Fund i 401
Internal Service Funds 178
Public Health Fund 118
Non Major Governmental Funds 46
Non Majer Governmentat Funds General Fund 49 510
Mon Major Gos ernttental Funds 2673
Capital Projects Fund 711
Pubhic Health Fund 30
Sohd Waste Fund {Capital Projects Fund 3
Internal Service Funds Caputal Projects Fund 194
General Fund 41

Total transfers
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13. INTERFUND TRANSACTIONS - CONTINUED

Transfers me used to (1) move 1evennes fiom the fund sequired by statute o3 budget to collect them to the fund requued
by statute o1 budget to expend them {2) move recepts dentified for debt service from the funds collectng the receipts to
the debt service fund as debt senvce payments become due and (3) use untesingted tevemses collected n the General
Fund to finance varwus progams accotnted fou m othes funds w accardance with budgetary authonzations Duimng the
fiscal year ended June 30 2607 the Caputal Projects Fund 1ehurned $1 401 to the General Fund m unspent resotirces that
weie mtended for caprtal outlay

14. RESTRICTED NET ASSETS

Restricted net assets are net assets that ale subject to constrawnts esther {1) externally unposed by creditors (such as debt
covenants} giantors contributols o laws o regulations of othes govermments o (2) mposed by law through
constitutional p1ovisions or eaabling legisiation

Restricted net assets at June 30 2007 for governmental activities 2re as fallows

Reswicted fo) Public Safety

Fire Protecion Distrct b3 8224
Shenft 4022
Piobation 739
5 1299
Restucted for Heatth & Public Assistance
Public Health 11516
Alcohol Prug and Mentat Health Services S570
Child Suppost Services 147
Other 4
16237
Restucted for Commurnity Resow ces & Faciities
Flood Contio] Dhstricts A4S 17%
Water Agency 4990
Redevelopment Acency 25%
Coastal Resousces Enhancement 2319
County Setvice Arens 2007
Other igor
Roads 1132
Arts Commmes:on 22
60 486
Restricted for General Government & Support Services
Affordabie Housing ~ 28%
Clerk Recorder Assessor 4624
2913
Resincted for General Couitty Progiams
Children angd Famalies First g8
Pubhc and Bducanonal Access 2158
Cummal Justice and Coutthouse Construchion 1289
Oiher id7
12 469
Restiicted for Dein Seivice § 484
8 484
Total Restacted Net Assets  Governmental Actn imes T 123379

fncluded i governmental actr ities 1estiicted net assets at June 30 2007 are net assets 1estiicted by enabling legislation
of §26 797 For busmess rype activities 1estricied et assets at June 30 2007 of $717 are for debt service
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15, RESERVED AND DESIGNATED FUND BALANCES

Fund balances, which are not avaitable for appropriation or are not considered “expendable available financial
resources”, are reserved. Unreserved fund batances that have been earmarked by the Board for specified purposes are
considered designated.

Reserved and designated fund balances at June 30, 2007 are as follows

Cther Tetal
Fiood Goverre  Goveti-
Pubbic  Social Control  Capital  memtal  mental
General Road  Healih  Services ADMHS Distict  Projgcts  Funds Funds
Reserved for:

Dbt service $ - & - § ~- 35 - % -3 - 3 - § 7601 § 7801
Property tx loss 5632 - - - - - - - 5632
Advances 1759 - - - - - - - 1,759
Other receivables 1.500 - - - - - - - 1500
Prepaid items 5 - ~ 3% - - - 4 40
Timprest cash i5 i 3 i5 2 - - 1 37

Total resgrved find balance 8,956 i 3 401 2 - - 7,606 16969

Desipmated for:

Capital outlay 10031 - 440 - - J1937 19837 1.576 44,721
Strategic reserve 24000 - - - - - - - 24000
Heait: carg services - - 14,824 - - - - - 1484
Endowments - - 5,569 32 - - - 9,187 14,754
Varzovs 0271 3 - - 283 -- 125 1768 9,853
Litigation 4,446 - - - - - - - 4445
Firg protection projects - - - - - - - 3686 3,086
Shenff dispatch systemn - - -- - - - 2,657 3 2700
Elections proposition 41 1898 - - - - - - - 1898
Recorder autoation 1486 - - e - - - - 1486
SherifT category grants 1.42% - - - - - - - 142t
Mitigation - 131 - - - - - - 1319
Alpohio and drug programs - - - - 1,258 -~ 46 - 134
General fund capital contribution §,280 - - - - - - - 1,280
Contmpgeneies o - - - 1 &4 » 173 1,137
Mental bealth - - - - 1,133 - - - 113
Planning and developmeit [ B - - - - - - - 1,126
Sheriff domtions 1080 - - - - - - - 1.0R0
Crueral capitel projects - - - - - 083 - -- 985
Public health special projects 177 - 692 - - - - - 869
Alcoholism piograns - - - - 832 - - - 352
Assessor ABSBY 849 - - - - - - - 849
Proposition 36 - - - - 538 - - - 538
Probation 523 -- - - - - - -- 523

Total designated fund balances SR48% 1,322 21,325 32 4024 13786 22854 14,198 136,226
Total Unreserved-ndesignated Fund
Baiances iid8d4 2 6,264 3,089 1,54 31,3 6411 27902 88654

Total fund balances $78,928 $1,332 $27,792 $4,122 B 5570 345177 £29265 349,703 $ 24 880
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COMMITMENTS AND CONTINGENCIES

The County is subject to various lawsunis and clamns involving public igbility and other actions incidental to the
ordinary course of County operations. In the aggregate, these ciauns seek monetary damages in significant amounts, To
the extent the outcome of such Ietigation has been detenmined o result m probable financiai foss o the County, a
hability for litigation of 4,583, representing County Counsel’s best estimate of the uitimate loss, has been accrued in
the govermnent-wide statement of net assets. The tming of the payment of these losses cannot presently be
determuned.

A number of lawsmis and claims are pendmg against the County for which the financial Joss to the County has been
determned to be reasonably possible by Couwnty Counsel. These lawsuis mclude claims filed for inverse
condemnation, tort hablity, workers” compensation, ¢ivil rights violation, breach of contract, fand use disputes, and
storm dainage. These lawsuits are seeking damages m excess of £10,000. The County miends 1o vigorously defend
itself agamst these lawsnits, The aggregate mmonnt of the wunsured labilitzes of the County and the timing of any
anticipated payments which may resuls from such clains will not, 1n the opinion of County Coungel, significantly
affect the financiat condition of the County.

Om January 20, 2000, the County entered mto a Settiement Agreement and Mutual Release (“Agreement”) n response
10 an action filed agamst it for damages concerning the now closed Ballard Canyon landfill. The County’s estimate of
its liablsty under this agreement as of June 30, 2007 is $1 10, winch 1s recorded 1 the Solid Waste enterprise find.

The County recogrizes as revenue grant wonies recerved as reimbursement for costs incurred 1 certain Federal and
State programs 1t adinimsters. Although the County’s Federal grant programs are audited m accordance with the
requirements of the Pederal Siagle Audit Act of 1997 and the related U.8. Gifice of Management and Budget Circular
A-113, these programs may be subject o financial and comphance audits by the reimbursing agencies, The amowmn, if
any, of expenditures which may be disallowed by the granting agencies cannot be deterinined at this time, although the
County expects such amounts, 1f any, to be immaterial.

The County has entered into contracts to purchase goods and services from various vendors during the peviod July 1,
2007 through June 30, 2012. Approximately $57,187 will be payabie vpon future perforimauce under these contracts,

SELF INSURANCE

The County is exposed to vagious risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
amigsions; injuries to employees; natural disasters; medical malpractice; unemployiment: and providing health benefits
to employees, tetivees and their dependents. The County has chosen to establish risk financing mternal seevice funds
where assets are set aside for claim settlements associated with such risks of loss up to certam limits. FExcess coverage
is provided by the California State Association of Counties Excess Insutance Authority (" Authority™), a joint powers
authonty whose purpose 15 to develop and fund programs of excess msurance for its 34 member counties. A Board of
Dractors consisting of representatives of 1ts member counhes governs the Authosity. The Authority retains
responsibhity for claims h excess of the County's seli-msurance retention. Selfnswrance and Avthority limits are as
follows:

Self-Insurance Authority

Type of Coverage Lt Linut
General Liability £ 500 $ 25,000
Medical Malpraciice 500 10,000
Workers' Compensation 500 150,000
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17. SELF INSURANCE - CONTINUED

The County purchases property msurance from commercial insurance companies via a peol comprised of a majority of
Califortia Counties. The shared policy lunits for the Covnty’s “All Risk™ coverage 15 $600,000 with a 310 deductible.
Al the property damage nsks ate covered on a per aceurrence basis and msured at full repiacement values up to the
policy limits. The County also maintains earthquake coverage with shared pohey limits of $200,000.

Tle unpaid claims lzabilities mcluded in the self~insurance internal service funds are based on the results of actuarial
studies and include amounts for claims wcurred but not reported and adjustment expenses, Claims liabilites are
caleulated considering the effects of inflation, recent claiim settlement wends including frequency and amount of pay-
outs, and other economic and social factors. General liability, workers’ compensation, and medical malpractice
fiabilities are carried at present value using a discount rate of 4% for the general liablity and medical malpractice
programs, and 5% for workers” compensation, 1t is the County's practice to obtzin foll actuanal stadies ammally for
general liability, workers® compensation, and medical malpractice coverages. Premiums are charged by the Rusk
Management and Insurance Fund uwsing various allocation methods that include actual costs, trerds in claims
experience, and number of participants. Revenues of the Risk Management and Insurance Fund, together with funds to
be provided in the fiture, are expected o provide adequate resources to meet liabihties as they come due (see Note 12).

Changes in the liabilaty for self-mswance claims durng the past two fiscal years for the Risk Management and Insirance
Fund i as follows:

July 1, 2006 June 30, 2007
Unpaid claims, beginning of year 3 25863 % 32,685
Incurred claims 11375 16,034
Claim payments (14,553) (14,227)
Unpaid claims, end of year $ 32,683 M 34,492

Financiat information on the Authority as of and for the year ended June 30, 2007 was not available at the date of
publication of this teport. Summary audited financial information as of and for ile year ended June 30, 2006 15 ag follows:

Cash ard irvestments b 292,561
Other assets 81,354
Total assets $ 373,915
Loss reserves ] 285,776
Oxher lizbilities 30.384
Fund equity 57,755
‘Total liakilities and find equity 3 373,815
Total revenues 5 291,887
Total expenses (259,805}
Revenes in excess of expenses $ 32.082

The County’s annual premum paid to the Authority for the year ended June 30, 2007 was $3,528.
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18. RETIREMENT PLANS

Santa Barbara County Employees’ Retirement System

Plan Description

The Santa Barbara County Eraployees’ Retirement System (Retiresnent System) was organized under the provisions of
the 1537 County Employees® Retirement Act, effective on January 1, 1944, The Retirement System operates a cost
sharing multiple-employer defined benefit plan. Members mclude all permanent employees wotking full time or at least
50% part time for the County as well as the following independent special diswicts: Carpinteria-Summerland Fire
Protection Drstrict, Santa Barbara Ceastal Vector Control District, Goleta Cemetery District, Santa Maria Cemetery
District, Oak Hill Cemetery District, Carpmteria Cemetery Dastrict, Summerland Sanitary District, Air Pollution Control
Dustrict {APCIY), and the Santa Barbara County Association of Govermnments,

The Retirement System has seven County retirement plans of which four are currently available for new employees. All
plans provide benefits as defined by the County Employees Retivement law upon retirement, death or disability of
members. Beuefits are based on age, years of service, final average salary, and the benefit aptions selected. Cost-of-living
adjustiments after retirement are provided in all plans except General Plan 2.

Fxduciary Responsibility

The Retirement Systemn is controlled by the Board of Retivernent that is a fiduciary for the accounting and conttol of
member and employer coniributions, wvestment income and member benefits. The Reurement System publishes its own
Comptehensive Annval Financial Report and receives its own independent audit. The Retirement System is also a legally
separate entity from the County and not a component unit.

Additional detmled information and separately Issued financaal statements of the Retirement System can be obtained a¢
3916 State $t, Suite 219, Santa Barbara, CA 93105,

Funding Pohicy

Contriputions are made by members and employers at rates recomimended by an mdependent actuary, approved by the
Board of Retirenzent, and adopted by the County Board of Supervisors. For certan bargaining units, a pormon of the
members” contribution is paid by the County, Employee cortributions are based upon each individual member's age of
entry into the systemn. Employee contribuitions camot be withdrawn untl) separation from employment,
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18, RETIREMENT PLANS - CONTINUED

Emplovet/Emplovee Contribetion

Employer and employee contribution eates are as follows:

Employey Employee
Description contribution rates  contribution rates
Open for New Enroflment
General Plan 58 ;\];Inuew general employees enrolled 1 15.63% 639-9.77%
Safety Plan 4B Al firefighters and probation managers
and executives hired during or after 30.53% 10.90- 15.45%
Cotober 1994 are envolled i plan.
Al probation officer safety employess " R o
Safety Plan 4C enrolled in plan. 30.53% 545-7.72%
Al sheriff safety employees imred during 2 } .
Safety Plan 4D or after October 1994 enrolled in plan. 30.53% 545-7.12%
Closed t9 New Envollwens:
General Plan 5A Emp‘loyegs hued before October 1994 15.51% 3.20- 4.89%
continue in plan,
General Plan 2 Non-contributory; employees hired before 0
L 8.99% NIA
Janvary 1999 may continue in plan.
Safety Plan 44 Sheriff and firefighter safety employees
Lired before Ociober 1994 may contisue is 33.73% 5.45-7.72%
plan.

The anmual required contribution for the curent year was determined as part of an actuarial valuation perfonned as of
Zune 3G, 2006. The actuasial methad used was the entry age nonmal cost method, The sigoificant actarial assunptions
include: (1) annual rate of retum on investments of 8,16%; (2} inflation element s wage increases of 4%:; and (3) salary
merit and Jongevity increases of 2%. Unfunded lisbilities are amortized using the levei percentage of the projected payroll
over 15 yvears from June 30, 2006. Changes m aciarial gains and loss assamptions are spread over a 15 year period.

reg-Year Trend EAtion

The County’s actual contributions, annual peesion cost, and the percentage of annual persior cost contributed, for the
current year and each of the two preceding years, are a5 follows:

Actuanal Annual Pension Percentage of Annual Pension
Fiscal Year Ended Valuation Date Coatributions Cost Cost Contribyution
673072005 6/30/2003 5 45,044 5 45,044 100%
6/30/2006 6/30/2004 52,122 52,122 100%
6/30/2007 6/30/20035 61,232 61,232 100%
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RETIREMENT PLANS - CONTINUED

Santa Barbara County Replacement Benefit Plan

Intermal Revenue Code (IRC) Section 415(b) units the maximum annual amount that a defined benefit plan such as
Santa Barbara County Retwement Systemn {SBCERS) can pay to any individual. The Santa Barbara County
Replacement Benefit Plan, 2 qualified IRC 415(m) plan, provides annval retirement benefits otherwise cammed by and
payable to SBCERS members but wihich are linuted by Section 415{b),

This plait 15 admnustered through a thd-party admnistrator, Paticipavon 1s Bmited solely 1o retired members whase
benefits payable by the System are lunited by Section 415{(b}. No assets dwectly or mdwectly relatmg to this plan are
held in frust or otherwise lield or set aside for the exclusive benefit of participants and therr beneficiaries, As of 6/30/07
there wete two retived members participatng in the plan.

The County’s actual contribution for the current year is as follows;

Fiscal Year Ended Contribution
6/30/2007 $23

OTHER POST EMPLOYMENT BENEFITS

The GASB recently issued statements 43 (GASB 43) and 45 (GASB 45) that provide for new reportng and new
disclosure requirements for Other Post Employmer Benefits (OPEB) which inctude retiree health benefits. GASB 43
affects reporting by the Retirement Systemn and must be implemented by the 2006-07 fiscal year. GASB 45 affects
reporting by the County and other employers and must be implemented by the 2007-08 fiscal year. The statements require
that an acwary determine the County’s and the Retirement System’s respective actuarial lability for retivee healthcare
benefits.

The Retirement System admunisters a postretisernent medical program for retired members and the eligibie dependents.
Benetits were initially established by the County pursuant to a settlement agrecment between the County and retirees. ln
accordance with the settternent, the County agreed to provide a retiree healthcare subsidy of 38 per month per year of
service for members of the system who had retived on or before June 24, 1988 and who particpated n a County
sponsored health plan. For those that did not participate in a County sponsored heaith plan, the subsidy was $1.47 (in
whiple dollars) per month per year of service. The Retirement Board has used Excess Eammgs as defined in the 1937
Retremens Act jo expand henefits to $15 (in whole dollars) and $4 (i whole dollars) per month per year of service

respectiveiy.

The County, the other employer plan spoasors, and the Retirernent System have not executed a formal plai document that
provides for these benefits. Under the new accounting ruies, GASB 43 and 45 wiil require that the Lability related o the
substantive plan must be determined for the system and the employers, respeciively. The substantive pian is the plan as
understood by the County {and cther plaz sponsors} and its employees. (GASB 43 and 45 are not lunited to the reporting
of vested benefits, Therefore, at this tune it 15 reasonable to interpret the substaviive plan to disclose the current fevel of
benefits. Future adjustinents, if any, to those beuefiss will be reported m future financial disclosures.

GASE 43 The Retrement Systemn has set-up a Health Coverage Reserve and a Supplemental Health Coverage Reserve
to pay for these bevefits. The value of the reserve assets at June 30, 2006 was $94,235. A GASB 43 disclosure of the
Tiabdity related to post employment benefits is required for the pext plan year, As a preliminary step, the Retirement
Sysiem had s aciuary complete a report for tus plan year, and the actary calculated June 30, 2006 actarial accrued
babiitty of $90,146 for these health msurance benefits,

However, a number of lechnical compliance 1ssues may not permit the Retirement System to report the assets and related

liability i this manner. These issues include the lack of a formal plan that sets up a separate qualified trust, a
determination of the status of benefits (whether vested or net), and the sources of the reserves.
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OTHER POST EMPLOYMENT BENEFITS - CONTINUED

GASB 45: The County (and the other plan sponsors) has not yet determined the habality for post employment benefits.
However, the County is taking steps to have this liability determmed under the appropriate timetable in compliance with
GASB 45.

Currently, the Retirement System has treated the designated reserves as providing non-taxable medical payments to
retirees who participate m the County sponsared health plan, The Retirement System’s treatment of the $15 subsidy to
health insurasce pretumms to retirees iay be incensistent with Intermal Revenve Code (IRCY regulations, The Retitement
System has propased that the system and the County set-up an IRC Section 401(h) account within the Renrement Systems
qualified plan,

The County 1s also considering establishing a separate and distmct health benefit trust to be funded by the County. The
County may choose to follow the Retiretment Systemn’s recommendation of a 481(h) account or to establish this trust
separately from the Systen with SBCERS or another entity acting as trustee, Regardiess of the foun of the trust, the
County and SBCERS would be requizred to formalize a plan document and address the issue of whether health benefits are
vested and the extent of any vesting.

Because of the 1RC requirements in setting up a 401(k) plan, the current asset teserves in the Retirement Sysiem may not
be available to offset the retiree health Jiability. The County may have 1o assuine future contributions and would have to
fund the actuarial accrued liability for past and future costs, estinated to be approximately $8,000 pev year, However, the
health reserve could then become a basic pension asset and reduce the Unfimded Actuariaf Accrued Liability (UAAL) of
the Retivetnent Systesn.

The Retirement System and the County have considered early smplementation of GASB 43 and 45, The Retrement
Systemn’s actuary has prepared information for the fiscal year ended June 30, 2006. As previously discussed, the funded
status of the plan for Teporting urder GASB 43 (asswrung the plan was adinunistered by the Retiremnent System), would
report an Actuarial Accrued Liability (AALY of $90,146 using the Retirement Systemn’s 8.16%4 discount rate. However, the
Comty ander GASB 45 may have 10 repori a Jarger habihty of $139,235 using a lower discount rat¢ (4%) m: the absence
of a separate trust, In addition, there is an additiopal retiree preminm mplicit subsidy Habality that is a GASB 45 valuation
consideration of approximately $930.

In November 2006, as a result of an independent evaluation of the pension system by a third party, at the direction of the
County, the Board diecred the County Executive Officer and County Auditor-Controller to work with the Retirernent
Systemn to resolve the stamis of fundng retiree health benefits and the Board of the Retrement System directed s
Adminstrator to work with the County. As patt of that resolution, the County lizs refamed tax counsel to review the 1ssues
deseribed above and consider necessary future action. In that regard, the County js aware that there 15 an array of tasks
(such as formalizing the benefit structre, establishing the premivm structure, reviewing the vesting requirements, and
selecting the legal structure} that could affect the reporting of the assets and liabilities related to retiree health benefits.
The County is vigorously pursuimg a resolution to the issues that have been raised with regard to the funding of retiree
health benefits,

The County does not believe that the situation regarding pension and other post employment health benefits described

above will have a negative impact on the County’s ability to make any of #s debt service payments on existng
obligations.

DEFERRED COMPENSATION PLANS

Sania Barbara County Supplementai Retireiment Plan

The Sania Barbara Coenty Supplemental Retirement Plan is an employer discretionary, defined contribution plan
established and governed undev Internal Revenue Code Section 401(a). Employer-only amual contributions are
calculated based upon a percentage of employee compensation under annual agreements with employee bargaming
groups and unions.
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260. DEFERRED COMPENSATION PLANS - CONTINUED

This plan is admunstered through a third-party administrator and is available to all employee groups. The Counsy does
not perform the investing finction and has ne fiduciary accountabibity for the pian. Thus, plan assets and any related
liability to plan participants have been excluded from the County's financial statements,

The County’s actuat contributions for the curvent year and sach of the two preceding vears are as follows:

Fiscal Year Ended Contributions
4/30/2005 8 142
6/30/2006 149
6/30/2007 158

ousty of Santa Barbara Erplovee Contribution Deferred Compensation Plan

The County offers to its employees an optional deferred compensation plan created in accordance with Section 457 of
the Internai Revenne Code, This plan 15 available 1o substantially all employees and allows participants to defer a
portion of thew current meome until fature years, up to a maximum of $15,500 (in whole dollars), so as to shelter such
funds and earnngs from state and federal waxation untt) withdrawal. The deferred compensation: 18 not available to
participants until termination, retirement, death, or unforeseeable emergency.

This plan is administered through a third-party administrator. The County does not perform the investing function and
has ne fiduclary accountabzlity for the plan, Thus, plan assets and any relaied liability to plan participants have been
excluded from the County's financial statements,

County of Santa Barbara Social Secunty Compliance Deferved Coinpensation Plan

The Sccial Security Compliance Defersed Compensation Plan is a supplemental retirement program usilized by the
County in lieu of payments to Socral Security (FICA), governed under Internal Revenue Code Sections 3121 and 457
Enrcllment in this plan 13 mandatery for contract, extra-help, seasonal and temporary employees. Employees enrolied
 the regular retirement system are not eligible for this plan, Based upon the employee's gross compensation, the
employee's deferral, or a before-tax basis, equats 6.0% and the County’s contribution equals 1,5% for a combmed total
of 7.5%,

This nlan 15 admimstered through a third-party administrater and is available to all employee groups. The County does
not perfonn the mvesting function and hag no fiduciary accountability for the pian. Thus. plan assets and any refated
liahaitty to plan participants have been excluded from the County's financial statements.

The County’s actual contributions for the curvent year and each of the two preceding years are as follows:

Fiscal Year Ended Contributions
6/30/2005 3 88
6/30/2006 108
61302007 160
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COUNTY OF SANTA BARBARA CALIFORNIA
REQUIRED SUPPLEMENTARY INFORMATION (L NAUDITED)
June 30, 2007
(in thousands)

Retnement System  Schedule of Fundmeg Piogress

4 )
Unfunded UAAL
2) Agtunial as 3
Actuaral N Acerved (5 Percentige
Actuarial (1) Accrued Funded Liability Annual of Covered
Valvation  Actuan] Value 1 bty Ratio (UAAL) Covered Payrol!
Date of Plan Assets (AAL) n @ 2) (H Payioll @ 5
1302000 5 LITVIR8 § 1145518 *+ 102 20% (2561%) % 219739 1170%
12 31/2002 1295936 1363 603 95004 67 649 251 834 26 90%
§ 30 20034 1 346 463 1454 864 92 80% 108 19% 257237 42 10%
6/3G 2004 1379 170 1 3718769 87 40% 199 599 266 960 74 80%
6 30 2005 1 443 §24 1 687632 85 609% 243 308 267 78% 91 00
8/3G 2006 1532778 1 809 636 85804 256 880 287382 89 40%

Source Santa Barbaia County Employees Retresnent System Compiehensive Aysnai Financial Report as of and for

the year ended June 30 2006

* The scheduled tunmg of the actuarial vatuauon was changed to a fiscal yeat basis effective June 30 2003

** Excladwg benefit unplovements

See accompanying idependent auditon s report

Notes to uired Sy

1 This wformation s intended to help usels assess the Rettement System s funding status on a gong concern basis
assess progeess made 1w accumulanng assets o pay benefits when due and make compansons with other public

employees

lementa v Information

79


txs

txs


NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special Revenue Funds are established to finance particular govenmmental activihes and are financed by specific taxes
or othet revenues Such funds are authotized by statutcry provisions to pay fo1 certam activities of a continemng natwe
Included n the Spectal Revenue classification are the following funds

First § Children and Families Commission

The Fast § Chiidien and Fambes Commssion Fund as 1equired by Proposiion 1O accounis for the 1evenues
generated by a 1ax mcrease on cigarettes and tobacco praducts The Propositsion 10 revenues ate deposited mto the
Fust 5 Cluldien and Famihies Commusssion Fund and used to promote  support and unprove the early development
of cluldten fiom the pienatal stage to five years of age The funds aie not to be used fon projects o expendiures
outside the scope of Preposiion 10 objecttves Tlus fund was estabiished durmg fiscal yem 1998 99 These
activities wete not accounted for previously m another fund Proposition 10 became effective Jannary 1 1999

Fish and Game

The Fish and Game Fund 1s used to account for fines and forfermes 1eceived under Section 13003 of the State of
California Fish and Game Code and for othet 1evenues and expendiures for the popaganion and conservation of fish
aidd game The Board of Supervisors authouizes expendinres on advice of the Fish and Game Comnnssion

Petroleum

The Pemoleum Fund established puisuant to Chapter 25 of the County Code 1s used w0 account for the revenues and
expenditines assoctated with adwmstening the Pettolewm Grdmance The Petrolewn Ordinance regulates the sssuing of
o1l well dnlling pernmts regulates dnlling operating and abandonsng petroleum wells pipelmes tanks and associated
petrolewn eginpment for prevention of e1osion pollution and fie hazards and for safety connols

Public and Educational Access

The Fund for Pubhc and Educanional Access was estabhished m Decembe: of 2001 by the Board of Supervisors to
recerve grant 1evenye fiom the local cable television fianclusee The prinary obyectives and purposes of the fund
shall be the suppoit of education and poblic sformation thiough moegiams arned at expanding public access and
educational access to teiecommunication services

Special Aviation
The Special Aviation Fand 1s used to account for acuvity telated to the Santa Ynez Awport

Child Suppert Services

AB 196 AB 150 and SB 542 establ:shed the Cluid Support Services Fund dunng fiscal year 2000 01 to provide
separate fund accountabtlity as requned These legislative bills mandated that all Fanily Support Divisions located n
the Distiet Atiomey s Offices become separate and mdependent departments Child Support Services estabiishes
patermty obtains and enforces court otders for cluld support collects and distnbutes payments and provides
commumity outreach about those services fo1 the benefit of mwor children

Fishermen Assistance

Fisherres Enhancement

The Fisheties Fuhancement Fund (TEF} was established to rungate angacts 1o the conunercial fishing industry
from offshote ot and gas development Impact fees pard by offshore eneigy produceis pursuant to permt
condittons supports FEF I early 1993 the Planning Commisston appioved a supplemental needs assessiment
that puisuant to Boaid adopted FEF Guidelines 1ecommends specific projects to be pursued for FEF awatds
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NONMAJOR GOVERNMENTAL FUNDS (connes

Local Fishermen’s Contingency

The [ocal Fishermen's Contmgency Fund 15 financed by county permut conditions placed upon eneigy prajects
o mutigate unpacts to the commercial fishing mdustry The witent of the fund 15 to provide an mterest-fiee Joan
progtam to fishermen awaiting pay ment of clanns from the Federal Fishermen's Contingency Fund for damage
o1 loss 1esulting fiom ouier contmental shelf development or production, and to resmburse fishesmen for
damage o loss of gear, not covered under the Federal fund which occuis in State watess because of Fedetal or
State o1t and gas development, or because of oil production activities such as transport

Coastal Resources Enhancement

The Coastat Resousces Enhancement Fund was established on May 10, 1988 to account for tesenues recewved trom
offshore o1l and gas projects plastait 1o perrit condmons and expanded by the Boaid of Supervisois e projects that
rtigate impacts to coassal recieanon, aesthetics, tounism, and/or sersiive environmertal Tesources

Affordable Housing

Affordable Housing

The Affordable Housng Trust Fund was esiablished to account for the vanious affordable housmg programs
admaustered by the County and provides locat match o levetage federal fundmg for the cieation of affordable
housing

HOME Program

The HOME Program Fund was established 1n fiscai year 1993-94 to qualify for Federat aftordable housmg funds
for the consortsam which currently mchudes the catzes of Buellton, Carpaterra, Goleta Lompoc, Santa Mana and
Solvang

Court Activities

AB 2544 11 fiscal year 1994-95 estabhished the Court Activiiies Fund to account for the State’s portson of Trial Coust
Funding AB Bill 233, adopted n fiscal year 1997-98, tiansferred State fundwg out of the County entity  Thus fund
repiesents the poriion of Triat Court Operatsons undel the County’s control

Criminal Justice Construction

The Crimunal Justice Temporary Construction Fund was estabbshed o account for State authoiized suichaiges on
camnal fines, wiich are statutonily designated for the estabhshment of adequate ernunal justice facilities w the
County

Courthouse Construction

The Courthouse Temporary Constrection Fund was established to account fou State authorized smcharges on fines fo
non-parking and other craminal cases, which me starutorily designated for rerovation and/or constroction of courtroom
facalities

Inmate Welfare

The Inmate Welfare Fund was estabhished to account for profits fiom the county jail store and any inoney
attsibutable to the use of pay telephones The funds are expended prumanty for the benefit, education, and welfare of
the mimates confined withm the jai
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NONMAJOR GOVERNMENTAL FUNDS connen

Redevelopment Agency

The Santa Barbata Cownty Redevelopment Agency was formed on September 12 1989 under Section 33200 of the
State of Califoria Health and Safety Code The Isla Vista Bluffs redeveiopment pioject adopted by ordmance
November 27, 1990 was anned at preses g open Space

SPECIAL DISTRICTS UNDER THE BOARD OF SUPERVISORS

Separate special distiicts have been established for the purpose of providing specific sertsees to distinct geographical
aeas witlun the County Those special dstiicts that me undet the jurisdiction of the Board of Supervisors are meiuded
withuy the Special Revenue Fund classificanen These ate financed prncipally fiom property taxes and benefit
assessinents, and are complsed of the following

County Service Areas (CSA’s)

County Service Area #3

Tlus sexvice mea serves part of the Goleta Valley, providing extended park and open space mamtenance libsary
serviees and steet hghtng it provides 1430 steethglis and mawtains approxumaiely 535 acies of open space and
148 acies of parks Tlus fund also made payments for the Goleta Valley Community Center and the Santa Barbara
Shotes property priol to the transfer of these assets to the City of Goleta

County Service Area #4
This service area ss located north ot the City of Lompoc and senves the commumities of Mission Hills and
Vandenberg Village It provsdes 702 streethghts and mantains approxiately 52 acres of open space

County Service Area #5

This service alea serves the Oucutt area south of Santa Mana, providing extended park and open space acuvities
Extendmg from Waller Paik to just south of Rice Ranch Road CSA #5 pawvides 1737 sueethights and
encompasses approxmmately 68 actes of parkland (Waller Pak) and 11 acres of open space

County Service Area #11
This service area embraces the unmcorporated urbamzed area of Carpintersa Valiey and Swnmesland The service
area provides the cominumnity with 77 streethghts

County Service Area #12 - Mission Canyon Sewer Service Charge

This fund was estabhshed fon the purpose of assessng property ownets foi the ongomng mawmtenance of the sewel
systein aud septic tank nspection services for those propertics m: the profubition area but not on public sewers A
sepalate assessment 15 charged to properties remamng on septic systems in ordel to provide septic performance
tracking

County Service Aren #31
This service area embraces the unmeorporated community of Isla Vista focated west ot the University of
Californsa at Santa Barbara, and provides 27 7sheethghts

County Service Area #32
Thus dstrict was established to provide financing of shenffs pancls fiom non-pioperty tax sources, m the
unmeorporated areas of the County

County Service Area #41

Thig distict was established to assess property owners of the Rancho Santa Rita Subdnision, located outside the
City of Lompoc, for soad tepars, mawntenance and smpravements
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NONMAJOR GOVERNMENTAL FUNDS (coninen

Orcutt Community Facilities District
In Qctober 2002, qualified landowners approved the formatson of a Conwnurity Facilities Distict {CFD) within the
Oreutt Planaing Area, located south of the City of Santa Maria. The CFD kevied a special tax that may be used to
fiance infrastructure constrection, fire apd sheniff protection services, maintenance of parks, parkways and open
space, and flood and stonn protection services.

Fire Protection District

This district finances the majority of the cost of the Santa Barbara Coanty Fire Department utihzing property sax
revenues, which are collected within the District’s boundartes. The Fire Department provides a fulf range of emergency
services for most of the unincorporated lerritory of Santa Barbara County, the City of Buellton, City of Solvang, City of
Goleta and private lands within the Narional Forest. The National Forest and wilitary mstallations provide their own
fire protection,

Lighting Districts

Mission Lighting Diserict
This district provides 19 streetfights in the unincorporated area of Mission Canyon, located east of the City of
Santa Barbara.

North County Lighting District

Casmafia, Los Alamos, and Orcutt Lrghting Districts and the Hghting function of CSA #4 and #5 were
consolidated in fiscal year ¥994-95 to fonn the North County Lightng Distnict which provides 2,764 streethghts n
the north county.

Sandyland Seawall Maintenance
This district provides for the maintenance of a seawall constructed m the Sandyland Cove area, aud 15 financed through
benefit assessments levied against those properties adjacent to that beachfront avea.

Water Agency

This agency prepares investigations and reports on the County's water requitements, project development, and efficient
use of water. The agency provides techiical assistance to other Cownty departments, water districts, and the public
concerning water availability and water well locations and design. The agency also admmisters #e Cachuma Project
and Twitchell Dam Project contracts with the U.S. Bureau of Reclamation.
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NONMAJOR GOVERNMENTAL FUNDS conmet

DEST SERVICE FUNDS
Debt Service Funds are used to account for the accumu lation of resources for, and the payment of, general long-tetn
debt,

Redevelopment Agency

The Redevelopment Agency Debi Setvice Fund accourts for the accumutation of resources for, aud the payment of,
general lopg-term debt prmcipal and iterest incurred for the purchase of real property within the area of the
Redevelopment Ageney.

Santa Barbara County Finance Corporation

The Santa Barbara County Finance Corporation Debt Service Fund accoumts for the accurmutation of resources for, and
payment of, prngipal and interest incurred by the sale of Certificates of Participation issued to finance varicus County
capital projects.
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COUNTY OF SANTA BARBARA, CALIFORNIA

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

AS OF J ape 30, 2007 (in thousaods)

ASSETS

Cash and mvastmenis

Accounts recevabls (rel of allowance)
Fimaes forfenuras, and penalues
Use of maney and property
Intsrgovernmentat
Charges for sstwces
Orher

Other receivables

Rastricted cash and mveskmenls.
Total assels

LIABILITIES
Accounts paysble
Salattes and banafite payable
Inerast payablis
Due ta ather funds
Cither payablas.
Unearned revenues
Total habdiwes

FUND BALANCES
Raserved for

Receivables

lmprest cash

Debt terace.
Urreserved

Desmrated

Undssignated

Totdl fund balances

Tatal habiliies ard fund balasces

See accompanying ndependent audior s report
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Special
Rovenus

Chikiren Fish Public & Child Coastal

and Famliles. and Bducelinnal Epesial Support Figharmen Rasources
First Game Patrolaum Ascess Aviaton Seryices Assiglance  Enhancement

$ 8784 & 45 3 B7 $ 2129 5 23 $ z82 $ 424 3 2338
114 1 1 2 3 15 ] W

968 - - - a 154 - -

- 28 - - - - -

155 - - 1 - - -

4 - - - - - 1 -

§ 10,022 5 46 £ 106 $ 2185 $ 240 $ 451 $ 430 g 2360
1,100 a - - ar 6 50
45 - 7 - - 298 - -
1,145 3 ki - 37 304 - 50

4 - - . - - - -

- - - - - q - -

8,214 - - 1082 - 10 - 60
659 43 g9 1073 203 138 430 2,259
BBT7 43 EL] 2185 203 147 438 2318

$ 10,022 $ 56 3 108 3 2155 £ 240 § 459 § 420 3 2,360

Speciat
Rovenus
Crimitial Redsvelop-
Affordable Court Justics Courthouss Inmata Ment
Housing Activitiey Construction  Gonsirugtion Welfare ang
5 §,230 $§ 213 $ 788 5 $ 123 ¥ 251
- 177 oz 92 - -
82 - 16 3 16 72
387 - - - - -
- 268 - - - -
- 77 - -
583 - E -
5 7273 3 732 § 867 $ 426 $ 1252
2 616 1 t 2 3
- - - - 23 -
- - - -
12 - - - - -
95 - 1 1 - -
587 - - - - 5107
700 624 2 2 25 5110
- 81 185 - - -
6,573 27 80 424 1227 __ 2580
68573 108 865 424 1,227 2580
3 7273 5 732 $ 887 & 425 3 1,252 37600
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ASSETS

Cash and mvestmenlz

Accounts recewable (net of aliowancs}
Fings forferures and pensinas
Use of maney and property
{ntergovemmental
Chargas far serices
Qther

Other raceivanles

Reatnctad cash and mvestmeants

Tatad assats

LIABILITIES
Accounts payable
Salanes and banefits payably
tnterast payable
Dug 3 olher funds
Other payables
Unsamed revences
Tolal habtities

FUND BALANCES
Reserved for
Recetvables
kmprest cash
Debt serice
Unreserved
Dasgmaled
Ungesignated
Tetal fund baiances

Tolat ahhbes and fund balances

{Continued)
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COUNTY OF SANTA BARBARA, CALIFORNIA
COMBINING BALANCE SHEET (Ceatinued)
NONMAJOR GOVERNMENTAL FUNDS

AS OF June 30, 2607 {in thousands)

ASSETS

Cash and invesimeants

Actounts recenable (nat of allowsnce)
Fines, forfelures and penaties
Uss of money and proparty
intergovemmenta
Cherges for services.
QOther

QOther receivables

frestricted cash and mvesinanls
Tatal gssels

LIABILITIES
Accounis payable
Salanes and beneliis payable
Interest payable
Dus to olher funds
Qther payablés
Ungarned revanuas
Total RabHites

FUND BALANCES
Resarved for
Raceivables
Imprest cash
Debt varnce
Unreserved
Designaled
Undesignaled
Total lund balances

Tolsl habllites and fund balances

See accompanying Independent audiior s repart

&4

Spaclal
Revenus

County Community Fira Sandyland Speclal
Sarvice Facllitas Protection Lighting Saawall Water Revanie

Arszs Districts Rlavwict Districls Maintenance Apency Tetat
§ 1980 $ 227 % 8,286 $ a6 5 4 $ 4948 $ 41,380
- - - - - - 51
28 2 a3 4 - &0 564
- - - - - - 1489
- - - - - 03
- - - o - - 233
- - - - - - 5687

— - . . - 2

& 2008 $ 729 § 8378 5 320 $ 4 5 5010 3 50003
t 1 ‘! 1 - 3 1860
- - - - - 22 WH
- - - - — )
. - - . - 12
- - - - - 4 103
- ~ 549 - - - 5,843
1 1 150 1 o 60 8222
- - - - - - 4
- - - - - - +
441 8 3,086 - - 113 13 6880
1566 220 5143 e 4 4,837 27,902
2,007 228 8,229 38 4 4,850 41,787
§ 2008 5 279 g B27% 3 320 ] 4 $ 5.0t0 $ 50008

326 §_7580
e

$ 7916

Dabt
Bervica

Santa Total

Radavelep: Barbara Deht Nonmajor
mant Coynty Flnance Barvice GSovernmantal

ne) Corparanan Total Funhds
28 $ 418 § 445 § 41,808
- - - 261
- ? 2 568
- - - 1,489
- - - 303
- - - 233
- - - 5,687
298 7170 7468 TATQ
FIE YL § 75080 $ 73916 5 57,326
- - - 1.860
- - - 395
- - g
- - - 12
- - - 103
- - - 5843
- - - 8,222
- - - 4
- - - 1
326 7278 7 €04 7E0
- 215 315 14 195
bl - - 27,802
326 7590 7.918 43703

3 57 925

ASBETS

Cash and nvestments

Accounts recevabla (nst of allowance)
Finas, farfetures and penathes
Use of maney and propery
Intargovatnimental
Chargas for sandres
Other

Cther raceivables

Resincted cash and mnvesiments

Tata assals

LIABILITIES
Accolnts peyabie
Salanes and bonafits payable
Interast paysbls
Duss tg other funds
Other payables
Urearned revenyes
Totat habilines

FUND BALANCES
Resorved for

Recenables

Imprest cash

Debt serncs
Unragervad

Designated

Undesgnated

Total fund balances

Total igbilties and fund batances
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COUNTY OF SANTA BARBARA, CALIFORNIA
COMBINING STATEMENT QF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
NONMAIOR GOYERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED June 30, 2007 {in thousassds)

Spoaclal
Ravenue
Firat 5 Ghildren Figh Public & Chiid Goastal
and Famfiss and Educational Spaclal Suppart Fishermen Rosources
Commission Game Patralgur: Accass Aylation Servicas Assistancs  Enhancement
Rovenuas
Taxss $ - $ - $ - g - $ - 3 - % - ] -
Licenses permiis and franchises - - 15 - - - - -
Fines forfeitures, and penalues. - i - - - - - -
Lise of monay and property 567 3 5 144 11 115 23 119
Intergovarmental 5395 - - - 6839 e - -
Charges for services - - 178 - - 1 - -
Cther 942 - - = 1 - z 603
Total revanues 8905 10 198 144 651 9837 30 722
Expendilures
Curtent
Law & justice - - - - - - - -
Public safely - - - - - - - -
Haalth & pubhs assistance - - - - - arre - -
Cammunity resources & faciinaes - 17 229 - - - 2 238
Genaral govemmant & suppor services - - - - 798 - - -
Gangral courty programs 7,234 - - 330 - - - -
Dabl serace
Pancipal - - - - - - -
Intaresl - - - - - - -
Capiat cutay - = - - - - - -
Total sxpentiturss. 7.234 X 229 330 fizl] 9778 2 236
Excess (geficioncy) of rpvenues
ovar (under) expenditures 328 [ 31) 186 145 59 28 483
Othar Flaanaing Sources (Usae;
Transtors in 31 - - - - 20 - -
Tranelers sur 3) - i1) - - a2 = =
Total other financing sources {uses) 28 = {1) - - 8 - -
Net change i fund balances {307} {7} 32} (186) (143} 1 28 466
Fund balanzes - bagining 8178 50 131 2,341 348 80 402 1,833
Fund balances - ending $ 8677 ] 43 E L § 2156 $ 203 g 147 $ 49_[?_ $ 2.318

Sas scoompanying mdependant guditar's report

Special
Revenue
Criminal Radevelop-
Affordable Court Justice Courthouse Inmate mant

Nousirg Activities Congtraction  Consifruction Watfare Agency
§ - ] - § - $ - $ - § 2,055
- 2186 1681 1091 - -

41 15 51 4 484 287
3354 41 - - - -
639 I - " - -

356 539 = = 497 384
4,760 6 358 1,142 1108 981 3,626

- 14,403 - - - -

- - - &r4 -

3567 - - - - 4383

- - - - 503

999 - - - - -

kE) - - - - -

4639 14493 o - 874 4,886

130 (8 045) 1,142 1105 107 {1,260

- 8014 - - - -
262 - {1,336 1151 60 392}
Taxa Teow g (is0 ) (32
(19725 27) {194) {46 ar {1.652)

1845 138 1089 470 1180 423

$ 6573 $ 108 $ 865 5 424 $ 1,227 § 2580

o1

Revanuas
Taxes
Licanses permits and franchisas
Fines forfedures and penaliies
Use of money and praperty
Iniergavarrmental
Chargss for servicas
Other

Tatat revanuss

Expenditures

Curren
taw & justice
Public Bafety
Health & pubhe assstance
Cammuniy resoutces & fackilies
General government & suppant services
Ganeral counly pragrams

Dabt serace
Prneipal
Interest

Capial cultsy
Taolal expendiures

Excess {deficiency) of reveples
quer {under} expenditures

Other Financing Sources {Uses)
Transfersin
Transfers out
Totat other financing sources {uses)

Nel chamga i fund bafances

Fund balances begnning
Furd balances - ending

(Cantrousad)
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COUNTY OF SANTA BARBARA, CALIFORNIA

COMBINING STATEMENT OF REVENUES, EXPENIITURES, AND CHANGES IN FUND BALANCES (Continued)

NONMAJOR GOVERNMENTAL FUNDS
FOR THE FISCAL YEAR ENDED Jusie 30, 2007 (in thousands)

Reuvenuss
Taxas
Licanses permis and franchises
Fines, forfaltures And penalia
Lise of money and propery
intergovammantal
Chargas fur servicas
Qihar

Total revenuss

Expanditutas

Currant
Law & jushce
Public safety
Health & pubiic assislance
Communky rescurcas & laodlies
General govemnment & suppor! serces
Genaral county programs.

Dubrt servica
Printipal
intarast
Tota! expendiiures

Excess {defiancy) of revanuas
over (under) expendiures

Othar Financing Sources (Yaes)
Transfers in
Transfers oul
Total other inanang sourcas {uses)

Net chamge In fund taiances

Fund balances - baginning
Furd balancas - anding

See accompshyny Indepengent audilor s raport

Spacial
Revenua
Counly Communlly Flre Sandyland Spocial
Sarvies Facltites Protestion Lightlng Sanwall Water Revenus
Arsas Diatricts District Blstricts Malrtenance Agency Tatal
§ 1052 5 14 $ 25328 % 3% § - $ 1892 § 31877
- - - - - - 15
- - - - - - 47375
113 6 524 1t 3 230 3126
12 - 5§32 3 - 737 20435
557 - - 130 - 93 4775
- - - - 1 3,800
174 168 26444 540 3 3,053 68,403
- - - - - - 14,403
- - 204 - - 1,168
- - - - - - 2778
o8 11 - 41z a7 2628 12270
- - - - - - 796
- - - - - - 8067
- - - - - - 999
_. - - - . . 34
08 i 294 412 47 2628 47515
1,026 149 26,150 126 44) 426, 20,888
23,385 -~ - - - 572 32022
(24,234} {n (24,492 = = {30, (52,824
845 11 24 462 - - 542 20,802
177 138 1,668 128 {44} @87 {14
1,830 o0 G871 191 48 3983 41,801
$ 2,007 $£ 228 % BZEB_ 5 318 % 4 4 85 $ 41787
92

Dabt
Sarvies
Sanla Tatal
Rudevelop- Barbara Deht Nonmajor
mant County Finance Service Governmantal
Agency Corporation Toiat Funds

$ - $ - 8 - % 387
- . - 15

- - 4275

1] 250 260 3386

- 441 441 20876

- - - 4775

- s - 3,800

10 691 701 69,104

- - - 14 403

. - - 1168

- - - o778

. - - 12,270

- - - 796

1 17 hl:] 6085

330 6.135 6465 7,454

85 2,666 2751 2,788

416 82818 9,23 56,748

(406} {8120 (8,533) 12,355

9z 8140 8532 40,554

- - - 52 924

382 8,140 8,532 (12,370}

(14) 13 ] {15}

340 1,577 7,817 49,718
P_E IS 37uw 3 omgn

Revenues
Taxgs
Licanses, perouts, and frandhises
Fimes forfeduces and penallies
Use of monay and proparny
inlergavernmantal
Charges for senaces
Cther

Tatd revenuss.

Expandltures

Current
Law & justice
Public safety
Haalth & public assislance
Cormiutuly resourcas & facdties
General government & suppon pervices
Garnaral county prOGrams

Dabl satvics
Prncipal
Inferast
Talal axpendtures

Excass (deficrency] of revenues
over (under) axpendnuras

Other Financing Saurces {Usas)
Transfore m
Transfars out
Total other finantiryg sources (Uses)

Mt change in fung balancas

Fung balancas - beghnning
Fund bawnces - ending


txs


LOUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

FIRST 5 CHILDREN AND FAMILIES COMMISSION SPECIAL REVENUE FUND FISH AND GAME SPECiAL REVENUE FUND
SCHEPULE OF REVENUES, EXPENIMTURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FE3CAL YEAR ENDED June 38, 2007 {in thonsgnds) FOR THE FISCAL YEAR ENDED June 30, 2007 {in thousands)
Budgeied Anounts Variance with Budgatesd Amounts Yarlanee with
Actual Fina) Budgsl - Aciual Final Budgat -
Orlginal Final Amounts Ovar (Under} Original Final Ampunts Over (Uncer)
Ravenues Ravenues
Uss of money and properly % 200 % 200 3 567 $ 367 Fines forfertures and penalties g 6 § 15 $ 7 % {8)
latergavernmentat 5,234 5,234 5 396 182 Use of money and proparty 2 2 3 1
Orthar 862 893 942 43 Total revenues 17 17 10 {7}
Total ravenues 6,296 6,333 6905 572
Expenditires
Expentitures Current
Gurrant Communily resourcas & facilites. 30 30 17 13
General caunty prograims 6720 7,588 7234 364 Total cxpenditures 30 a0 i7 13
Total axpenditires 8720 7898 723 384
Eavess (deficanty) of ravenuos aver funder; axpentmuras {13) 13 {73 g
Excess (deflamney) of revenues ovar funder) expendiuras (424) (1,265) (329} 936
Ne! change in fund balances. {13) (13) (6] 6
Other Financing Sowces {Usas)
Transters in a3 kL) K - Fund baiances - begmning 50 50 39 -
Transfers out 12) {15 3) 12 Fund balances - ending 5 37 E 37 3 43 35 5
Total pther financmg sources 71 15 28 12
See accompanymngy Independent audior s report
Wet change 1 fund batancas. (353} {1 249) {301} 248
Fund balances - begining 9178 9178 9178 -
Fund halances - anding IEEES T 7.99% % 8877 3 948

See accompanylng ndependent abditor S repont

94 53


txs

txs

txs


COUNTFY OF SANTA BARBARA, CALIFORNIA
PETROLEUM SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUBGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 34, 2607 (in thousands)

Budgatsd Amcunts Variance with
Actual Final Budgel -
Origimat Final Amounts Quer {Undar),
Reveruss
Licensas, permis, and fanchises $ 8 $ ;1 5 15 $ 7
Liee of money and property 3 3 5 2
Charges for services 301 261 178 (83}
Talal revenues 312 272 198 74)
Ewxpanditures
Cuarent
Community resources & faciities 47 45 329 117
Total arpanditures 347 348 229 "7
Excess (deficlancy) of ravanues ovar (under) expanditures (35 (74 (31} 43
Other Flnancing Sourcas (Uses)
Transfers out e 1 {t
Tous other financing uses - { {1} —
Net change in fund betancas (35) (75) {32) 43
Fund balances - beginning 1 31 131 —
Fund balances - ending E] 96 3 56 ] a9 3 43

See accompanying indepandent audior 5 report

COUNTY OF SANTA BARBARA, CALIFORNIA
PEBLIC AND EDUCATIONAL ACCESS

SCHEDULE OF REVENUES, EXPENTURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2607 (in thousands)

Budgated Amounts Varlsnce with
Actual Final Budget -
Original Finel Amounts Qver (Under)
Raevanues
Use of money and properly 5 81 s 10 $ 144 $ 40
Total revenues 61 102 144 40
Expendiuras
Curent
Gangrat county programs Rical a3y 330 1
Tatat expenditures kXS] 331 330 1
Excess (deficiency) of revenuss aver (under) expendiures (270} (227} {186) 41
Nei change 1n fund balances (270) (227} {186) 41
Fund balances - beginnmy 2341 2,341 2341 -
Fund balances - ending 5 2071 g 2114 § 2158 3 41

See actompanyw wdependant auditor s epok
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COUNTY OF SANTA BARBARA, CALIFORNIA
SPECIAL AVIATION SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENIMTURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2007 (in thousands)

Budgated Amsunis Varlance with
Aclual Fenal Budgst -
jerat Finat Amaunis Ovar {Undar)
Revanuaa
Usa of monay and property $ 2 3 2 |3 1t 5 9
{ntamavernmantal 981 o7 630 (332)
Other § k| 1 {70)
Taial reveruee g9 1,044 551 {383
Expenditimes
Cument
General government & suppart servicss. 983 1241 796 415
Tolal expencilures 983 1211 795 415
Excess (dekcmncy) of revenues gver {undear) expenditures 6 {167} (145} 22
Nel changs i fund balances 6 (167} (145) 22
Furd balances - beginmng 348 348 48 -
Fund baizncas - ending. S 354 3 181 3 703 E] 22

See accampamang indepandant audilor $ report
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CQUNTY OF SANTA BARBARA, CALIFORNIA
CHILD SUPPORT SERVICES SPECIAL REYENUE FU.ND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUBGET AND ACTUAL

FOR THE FISCAL YEAR ENDEDR June 38, 2607 (n thousands)

Budgated Amounts Varianca with
Actual Finat Budpet -
Hnal Final Amoints Over {Unter)
Revenugs
Use of monay ant propery 3 40 1 40 $ 115 3 75
Intargovemmental 9556 2 881 9721 (130}
Chargas for séarvicas - - 1 1
Dthsr 3 5 - {5}
Total revenves 3598 9,895 9,827 581
Exponditures
Current
Heaith & public assistance 85808 9,805 8,778 127
Total expendrtures 2588 9,905 8778 127
Excags (defisiency} of reventies over (under] expenditures - Gl 55 88
Qther Financing Bources {Uses)
Transtera - 20 20 -
Transfers out - 12 (12
Total other financing SGUIces + & g -
el changs m fund talances - (W) 67 €8
Fund balances  bsginng 80 80 80 -
Fund balances enting § 50 $ 78 § 147 H €8

See sccompanying independeny auditor s report
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COUNTY OF SANTA BARBARA, CALIFORNIA
FISHERMEN ASSISTANCE SPECIAL REVENUE FUND

SCHEDULE OF REY ENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED Fune 30, 2007 (o thousands)

Budgeted Amounts Varance with
Actuat Final Budget -
Original Einal Amounte Lver (Under)
Revenues
Use of tahay and property g 9 $ 9 $ 23 $ 14
Other 7 T 7
Total reverues 16 18 20 4
Expanditures
Curren
Community resources & fachifes 28 27 2 25
Total expendrtures 26 27 2 285
Excess {defiency) of revenues over (under) expenditures 19 (11 28 a9
Net change i fund balances (10§ (11} 25 39
fFund balances  begnaing 402 402 402 —
Fund balances ending [ 392 E] 301 § 430 [ 35
e — A—— p—— F—
Seq accompanymng Independend suddor s report
100

COUNTY QF SANTA BARBARA, CALIFORNIA,

COASTAL RESOURCES ENHANCEMENT SPECIAL REVENUE FUND
SCHEMILE, OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED Juue 30, 2007 (1n thousands)

Budgetad Amounls

Variance with

Actual Final Budgal -
Origlnal Final Amounts Cvar (Under)
Revenues
Use of money and Miopery ] 47 $ 47 8 419 8 72
Other 6t 611 __ 603 —®
Toual revgnues 658 858 722 64
Expendilures
Current
Communily resources & faciimes 2200 2200 238 1664
Total expendilures 2200 2,200 236 1884
Excess {deficiency} of revenues over {undsr} expenditures (1 542} 1 542) 486 2028
et change in fund batances (1542} {1542} 486 2028
Furdd balances  begnning 1833 1833 1,833
Fung balsnces  ending 3 o0] L $ 2315 $ 2028

S8 accompanying wdependeni audinar s repart
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COUNTY OF SANTA BARBARA, CALIFORNIA

AFFORDABLE HOUSING SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENIITURES, AND CHANGES IN FUND BALANCES - RUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED June 30, 2007 (in theusands)

COUNTY OF SANTA BARBARA, CALTFORNIA
LOURT ACTIVITIES SPECIAL REVENUE EUND

SCHEDBULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTL AL

FOR THE FISCAL YEAR ENDED June 36, 2007 {in thousands)

Budgeted Amounts Varlgnee with
Actual Final Budget -
Original Finat Amounts Quer (Ungor)
Ravenues
Lse of money and property $ 218 % 214 $ a4 3 87
Intargovernmenial 3243 5623 3354 (2,163}
Charges for services 100 100 639 638
Other 245 123 365 243
Toisf revenues 3,806 & 880 4 760 (1,200}
Expendilures
Current
Commumty rescurces & faciibes. 6333 773 3597 4,136
Dabl senace
Prncipal 72 998 95¢ -
Interest 54 M ko) -
Totol expandiutas 5458 R 4,630 4,138
Extess (deficienty) of revenues over (under) axpanditires (2,853) (2,806) 130 2,936
Other Flnancing Sourtes (Uses)
Transfers out 848 {1,438 {1,202 237
Tatal other finandting sources {uses) (848) {1,438} (1.202} 237
Mat change 1n fund balances {3,501 4 248) (1.072) 3,173
Fund balances - begmnmg 7,645 7,545 7,845 -
Fund balances - ending $ 4144 $ 3400 § 6,53 FIEREE]

Ses sccompanymg ndependenl auditor s repart
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Busgeted Amounts Varlance with
Aetual Final Budget -
Qriging) Fing) Amgunis Over {(Under)
Ravanies
Fines forfeitures and penalties § 2549 § 2435 $ 2,188 & {269)
Use of money and propeny 26 30 15 (15)
Intergovernmental - - 41 4
Charges for sernces 3604 3437 3 £260)
Gther 1,012 1080 2325 tif
Total revenues 7381 6,872 6 358 (614)
Expenditures
Curranl
Law & justce 14 902 15,054 14 403 651
Totm expenditures 14,902 15084 14 403 651
Excess (dofcency) of revenuss over (under) expendiures {7 521) {8,082) (B,O_nlﬂ 37
Other Financing Sources (Uses)
Transfers in rs12 B.08B8 8,014 (74}
Tolal other Francng sowsses luses) 7512 B 08s 20314 {74}
Mt changes i fund balances {9 B {3 an
Furd balances - beginning 139 139 139 -
Fund balances - andimg 1w 3 ¥ o T
See accompanymg indspendanl auditor s report
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COUNTY OF SANTA BARBARA, CALIFORNIA
CRIMINAL FUSTICE CONSTRUCTION SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, ANB CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ERDED June 34, 2007 {in thousands)

Bu Amounts Varianes with
Actual Finai Budge$ -
—Onginal | _Pna _ _Amowmis  _ Over{Unden
Ravenuas
Fines, forfertures and penaltios § 1,238 § 1,900 £ 1091 § {9)
Use of Monsy and propetty 22 22 51 28
Toted revenves 1251 1,122 1,142 20
Expenditiras
Total expenditures - - -~ -
Excess of tavanues oved axpendituies 1,267 1,122 1,142 20
Oivar Financing Sowces {Usas)
Transfars out 1384 1,384 1,336 48
Totet oiher financng sowrces (uses) 1.364) {1,384) {1338} 48
Met change in fund halances (127 (262) {194) 68
Fund balancae - haginnng 1,459 1,058 1,059 -
Fund balances - andmg [ 932 5 797 5 865 3 £8
See acrompsnying rdepsndent audiior's report
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COUNTY OF SANTA BARBARA, CALIFORNIA
COURTHOUSE CONSTRUCTION BPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES JN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED June M, 2007 (in thousands)

Eudgeted Amounts Variance with
Actual Final Budgst -
Original Final Amounts Dver (Under)
Revenuus
Finas kreitures and penaliies $ 123 & 1135 § 1.087 $ 44)
Use of Mohay and proparty ] 7 14 7
Tori revenues 1,244 1,142 1,108 37,
Expendiurss
Total expanditures - -- - -
Excess {deficiency! of ravenuss ovar funder} 1,244 1,142 1,105 (27}
Other FInanting Souwrcen {Unas)
Trangfers out 1,214} 1214 1,151 &3
Tolal ather finarcing sources {uses) {1 214} {1214y {1,161 62
Met change m fund Dalances 30 {72} (46) 26
Futw halancas - bagrnmng 470 470 470 -
Funa balaces - ending 3 500 3 388 5 424 [ 26
—r — ——— ——

$ee accompanying mdepandent audttor s report
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COUNTY OF SANTA BARBARA, CALIFORNIA
INMATE WELFARE SPECIAL REVENUE FUND

SCHEDULE OF REVENL ES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDEPR June 3, 2407 (in thousands)

Budgstad Amounts Variance with
Actual Fina! Budge? -
Original Final Amounts Ovar (Undar)
Revanues
lse of money and property 3 535 $ 585 ] 484 5 (11H
Qther 476 476 497 21
Totsl ravenuas 1,071 1,071 981 {801
ExpendHures
Cuerent
Bublic aafety 21 ¥18 B74 45
Total expenditures o921 919 B74 45
Excess (defiiency) of rovanuss over (Under} expandiuras 150 152 197 (48}
Qther Financing Sources {Uses)
Transfers ot 58} {60} () =
Tolal other fingncing usse. (59, 80! (60} -
Net change s fund bakances a1 82 47 (45}
Fund balances - beginning 1180 1,180 1380 -
Fund balances - anding $ 1271 § 1272 5 1227 § (4_51

Saa accompanying independant auditor s repon

COUNTY OF SANTA BARBARA, CALIFORNIA
REDEVELOPMENT AGENCY SPECIAL REV ENUE FUND

SCHEDULE OF REVENUES, EXPENBITURES, AND CHANGES IN FUND BALANCES - BUPGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2007 (in thousands)

Budgeted Amaunts Vatance with
Actuzl Final Budget -
Qriginal Final Ameunts Ovat (Undet]

Revanues
Taxes $ 2089 $ 2089 § 20985 $ B6E
Use of manay and property 43 43 287 244
Charges for semvices - 114) - iz
Qlher 17 17 384 367

Total revenyes 214 2135 3626 1499
Expanditures
Gurrent

Comarinity resourcas & facites f 501 4,422 4 383 38

Genarat counly programs. 1439 848 503 345

Totsl expendiures 2940 5,270 4 888 384

Excoss (deficiency) of ravenues over (undef) exponditures (791) {3,138) {1 260) 1 875
Other Financing Soutces (Uses)

Transiers ~ 12 - (12}

Transfars out 488 413 3971 21

Total other financing sources {uses) (4B6) (401} {3823 ]

Net change in fund balances (1297} (3 536) (1652) 1884
Fund balancas - baginning 4,232 4,232 4,237 -
Fund balancss - ending § 2938 586 $ 2,580 $ 1384
See accompanying ndependant audiot s report
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COUNTY OF SANTA BARBARA, CALIFORNIA

COUNTY SERVICE AREAS SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BURBGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2647 (in thousands)

Ravanues
Taxes
Use of money and propariy
Inlgrgovemments
Charges for services

Total revenues

Expsnditures.

Currant
Commungy resources & facdilies
Tatal axpendituras

Excess of revenues over expandttures
Qiher Financing Sources (Uses)
Transfers
Transters out
Totai other financing sources {uses)

Nei change i kung batgnees

Fund belances beginming
Fund balanges - anding

Sea actompanying mdapendent auditor's raport

Budgelted Amcunts Variance with
Actun! Final Butigst -
Ovriginal Finsl Amounts Orver (Undar)
$ 1043 5 1048 § 1082 3 8
48 48 113 &5
8 8 12 4
540 540 557 17
1639 1,842 1,734 92
669 7 708 69
£69 77 708 (]
870 8465 1.026 161
23,385 233685 23,385 -
24 318) (24 518) 24 234) 284
933 1,133} B49) 284
37 (268) 177 445
1,830 1,830 1,830 o
R R
TR T TR $2007 $ 35
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COUNTY OF SANTA BARBARA, CALIFORNIA
COMMUNITY FACILITIES DISTRICTS SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2007 (in theusands)

Ravanuas

Taxes

Use of moaay and propanty
Tolal ravenuss

Expenditurss

Curant
Community resources & faciiliss
Total expenditiiras

Excess {deficiency) of revenues pver (undar} expendilyres

Other Financing Sources {Uses)
Transfers aut
Total ofher financmg sources {Usas)

Nat change in fund balances

Fund balances - betinning
Fund bainces - ending

See accompanying mdependan! uditor & rapor

Budgetad Amounis

Varlance with

Aslual Fina: Budpet «
Origlnal Final Amounts Over (Under)
$ 397 $ 397 3 154 § (43
4 4 [ 5
388 398 160 (238}
1 11 11 -
1 11 11 =
397 387 149 {238)
2771 2 ] _286
2 {277} (L) 268
120 110 138 28
20 90 o0 N
$ 510 5 200 § 28 3 28
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNEA

FIRE PROTECTION DISTRICT SPECIAL REVENUE FUND LIGHTING DISTRICTS SPECIAL REVENUE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED Juae 30, 2007 (in thousands) FOR THE FISCAL YEAR ENDER June 3, 2007 (in thousauds)
Variance with Budgeted Amounts Varianca with
Actugl Finat Budget - Actual Final Budgat «
Original Final Amounts Oror {Linder) Original Final Ampunts Over {Under)
Ravenues Revenies
Taxes $ 24756 § 26181 F 25328 $ 147 Faxss $ a3 § anr 3 396 § 19
Use of meney and propany 280 401 524 123 Usa of money and proparty i 2 11 9
Intargovemmental 350 350 532 182 Intergovernmenital 3 3 3 -
Charges far services 30 330 - {333 Chargas for services 129 120 130 1
Other 1] 80 B0 - Tota! ravenues 511 511 540 28
Total revenuss 25,756 26,322 26444 122
Expendituras
Expenditures Curent
Current Compunity resources & faclies £18 416 412 4
Public safaty 345 kLt 204 51 Total expendives 416 416 412 4
“Tatal sxpendifurss. 345 345 284 51
Excass of ravenues over expendiirss 95 5 128 a3
Excess of revenues over expandiures 25 411 25977 26 150 173
Net change I fund balances B85 95 128 33
Qther Financing Sources (Uses)
Transfors out {26,988) 27,508} [24,492) 3106 Fund balancss - baginning 181 191 199 -
Talat other financing sources Uses) 26,958 27,588 {24,499} 3,108 Fund balances - ending $ 256 [ 286 £ 316 [ 33
et changa in funtf batancas (t 577) (1821} 1,658 3,274 See accompanying mdependent audilor 3 report
Fund haiances - begnaing 8,571 6,511 £571 -
Fund balancas - gnding § 295 § 4950 $ 8229 $ 3279

Ses aceompanyng mdependent suddos = report
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COUNTY OF SANTA BARBARA, CALIFORNIA

SANDYLAND SEAWALL MAINTENANCE SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2007 (in thaysands)

Budgetad Amounts Varlange with
Actual Finat Budgst +
nal Final Amounis Over {Under)
Revenues
Use of maney and property 3 1 3 1 ] 3 8 2
Tolal reveniues 1 1 3 2
Expendliures
Current
Commonty rasources & facies 63 63 &7 16
Total axpendiures 63 63 41 ]
Excess {dafidency) of ravenuas aver (under) expenditures {62) 62! (4d) 18
Vet change in fund balances 162) 162) t4d) 18
Fund balances - begnnng 48 48 48 -
Fund balances - anding £ {14) $ 14} F] 4 F] 18
See accompanying mdependent auditor § report
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COUNTY OF SANTA BARBARA, CALIFORNIA
WATER AGENCY SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 30, 2007 (in thousands)

Budgeled Amounts Varlance with
Actual Flnal Budpet -
Original Final Ampunts Ovar [Under)
Revenuan
Taxes 3 1,77 $ 17 $ 1892 s 216
Use of monay and proparty 92 82 230 138
ntergovernmentat 803 1 087 37 380
Charges for servicas Az 32 B 61
Other - - 1 1
Total revenves 2803 2,807 3,053 56
Expandeuras
Current
Commuynly resourges & faciibes 3,182 3,551 2628 923
Total expenguras 3,182 3,651 2,628 8§23
Excess (defiiency) of reverues avar {under} sxpendifures {349) {554) 425 979
Other Finanelng Sources {Uses)
Translers m 1016 T4 572 (142)
Transters out 507) {205 130) 175
Talal other financing sources 509 508 542 33
Nel change i fund balances 160 (45) 9657 1012
Fund balancss  begnming 3983 3983 3983 =
Fund batares - snding e T 5aa8 T 4,050 FELLF]

Sea accompanying indapandent audilor s report
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COUNTY OF SANTA BARBARA, CALIFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

REDEVELOPMENT AGENCY DEBT SERVICE FUND SANTA BARBARA COUNTY FINANCE CORPORATION DEBT SERVICE FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES BUDGET AMD ACTUAL SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES  BUDGET AND AC TUAL
FOR THE FISCAI YEAR ENDED Fune 30, 2007 (i thousands) FOR THE FISCAL YEAR ENDED June 30, 2007 Gn thousands)
Budgeted Amounts Varianes with Butgeted Amounts Varlance with
Actual Fingt Budgei Actual Finsl Budge!
Qriginat Final Amounis Ovar {Under) Orlginal Flnal Amounts Over {Under)
Revenues Revenues
Use of monay and propery 3 3 $ 3 $ 0 § d Usa of money and proparty $ 180 13 179 $ 250 k1 71
Total revenues 3 3 n 7 Intergovemmental 419 449 a4 8
Tatal revanues 569 528 €91 63
Expanditures
Gurrent Expenditures
General county programs 1 1 1 Currant
Dabi service General county programs 25 25 i7 8
Prncipal 330 230 330 Debt zervice
Interest 2 85 85 Prncpa 5715 6145 6135 10
Total expanditures 413 418 418 Intgrest 2497 2877 2 666 11
Total expendiures 23 8847 8818 28
Excess (daficiency) of revenues aver (under) sxpenditiyes (410} (413) (406} 7
Exgess {defiiency) of revenves over (under} expengilures {7 688) JEREE)] (B 127) 92
Other Financing Sources (Uses)
Transfors m 413 413 392 21 Other Financing Sources (Uses)
Tolal other financing sources (uses} 413 413 392 21} Transfers in 7818 8,450 B 140 (310)
Totat other financing Sourcas {uses) 7818 8 450 8140 {310}
et ghange in fund Salances 3 {14} {19
Nat change 1n tund balances 150 231 13 218)
Fund balancas  baginning 340 340 340
Funa balances ending $ 343 5 340 3 AZ6 EY 14 Fund balances beginning 7507 7577 7577
Fund halances ending FEEFE $ TBO8 § 7590 218

See accampanying mdependant sutilars teport
Bee areompanying Indapendent audior s report
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COUNTY OF SANTA BARBARA, CALIFORNIA
CAPITAL PROJECTS FUND

STATEMENT DF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

FOR THE FISCAL YEAR ENDED June 36, 2807 (in thousands)

Budgetad Amourits Varanze
Actual Final Budget -
Qriginal Final Amounts Over {Under}
Revenuss
tUsa of money and properly $ 743 § 1420 5 1329 5 (91}
ntergovernmental 1.084 2,849 o] (2.870)
Tharpes for services - 376 e -
Dther 188 242 91 (151
Total revenyas 2,016 4987 2,075 2,012y
Sxpanditures
Surreit
Law & watica - 20 20 -
Public safaty - He 4 3
Health & public sssistance - 519 519 -
Comimunity resources & faciliies 1,160 1,678 697 983
Genaral government & support sarvices - (23) (23) -
Japital aullay 10,921 25,116 10,620 14,495
Total expandiures 12,071 27425 11,042 15,483
Excess (defiqency} of ravenues over (Lndar} expanditures 10,055} 22, 458) .87} 12,671
Whar Financing Sources (User)
Transfers m 8,930 15,952 9,284 (8.699)
Transtars out {7.504) {7.889) (1,843) 5,746
Proceeds from sale of capital assets %100 1,163 1,153 -
long-tamt debl seuar - 2428 2,400 (28)
Total other finanoing sources fuses) 2436 14,875 10,684 (881)
Mat changa m fund balances. {7.619) {10,563 1027 11,580
Jnd belances - begrinng 25238 28,238 28238 —
Jnd badances - endmg $ 20610 5 17,675 T 20265 $ 93,550
28 ascompanymng independent audiior s raport
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INTERNAL SERVICE FUNDS

The following fands are established to account for services furnished to the County and various other govemimental
agencies. They are exempt from legal compiiance for budgetary control and follow commercial accounting principles
for a determination of operating, rather than budgetary, vesults. Their major source of revenue consists of charges 1o
user departments for services rendered. Fhese charges are based upon standard rates calenlated on an estimated cost
recovery basis. A more detailed deseription of the fiunds established and used by the County follows:

INFORMATION TECHNOLOGY SERVICES

This fund provides information technology and reprographics services to County depariments and various other
governmenta! agencies. Rates charged to al] users are desipned to recover costs of sach system and are billed from 2
standard price schedule which is periodically adjusted to reflect cost changes. Profits or losses are carried forward and
used to adfust price schedules of subsequent billing rates. Costs of operating the fund include personnel, supplics,
utilitics, maintenance, and depreciation of equipment.

VEHICLE OPERATIONS AND MAINTENANCE

This fund provides for the maintenance, servicing and repair of County vehicles. Rental rates, which include the cost of
gas, ofl, maintenance, replacement of equipment and persotinel costs, are charged to the user department to support the
vehicle program. Vehicles are replaced based on mileage and age criteria which varies per class of vehicle; new
additions to the vehicle fleet are provided by donation through the Garage Equipment and Motor Pool budgets of the
General Fund and contributions from other finds.

RISK MANAGEMENT AND INSURANCE
This column combines the County's five selfinsurance funds: Dental, Unemployment, Workers' Compensation,
County Liabifity, and Medical Malpractice.

DENTAL SELF-INSURANCE

This fund prowdes for the payment of dental expenses incurred by County employees, eligible dependents and
retirees who are part of the self-funded plan. This fimd does not account for employees or retirees on the Dental
Net, Prudentiai or Firefighter health plans.  Professional administrators process all claims and make payments to
claimants based on a payment schedule of medical and dental benefits. The fund reimberses the claims
administrator for the payment of claims plus a fee for administration and participation in a prescription drug
program.  Additionaily, the County comracts with a preferred provider orgamizauon for reduced fees from member
dental service providers, physicians, and other specialists. The County cortributes towards the cost of employee
coverage through departmental budgets; the employes pays any remaining employee or dependent coverage.

UNEMPLOYMENT SELF-INSURANCE

State faw requires the County to maintain wnemployment insurance. The County has elected to be self-insured and
has established this fund for the payment of unemployment insurance claims by County employces, which have
been processed and approved by the State Bmployment Development Department.  Each department has been
charged 2 percentage of its gross payroll for the establishment of a general reserve for this program and to provide
for claim payments.
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INTERNAL SERVICE FUNDS connes

WORKERS' COMPENSATION SELF-INSURANCE

This fund provides for investigation services, temporary diszbility and medical payments, excess insurance,
permanent disability awards, administrative services, litigation costs, and safety services. Premiums based on
employee worker classifications are charged to each depariment to maintain actuarially recommended reserves for
claims proportionate to current industry rates applicable to job functions.

GENERAL LIABILITY SELF-INSURANCE

This fund provides for payment of seif-insured general liability and automobile hahility claims, excess insurance,
claims adusting services, litigation costs, and administrative services. Contributions are made by parucipating
County departments and funds based on past claims experience and appropriate risk factors.

MEDICAL MALPRACTICE

This fund provides for the payment of setmsured medical mealpractice and general liability claims, excess
msurance, claim investigation services, and litigation costs. Contnbutions are made by covered participating
County departments and are based on allocation of expenses by past elaims experience and appropriate visk factor.

COMMUNICATIONS

This fund was established to provide centralized coordination of ali County radio and communications activity.
User departments are charged a monthly fee for maintenance and engineering services on the equipment in their
possession.  Fees include depreciation to provide for the eventual replacement of all radio equipment. Telephone
Services, formerly a general fund program, was transferred into this fund effective July 1, 1995. Rates charged users
are designed to recover the cost of the program and are periodically updated to reflect cost changes. No funds are being
collected for equipment replacement.
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COUNTY OF SANTA BARBARA, CALIFORNIA
INTERNAL SERVICE FUNDS

COMBINING STATEMENT OF NET ASSETS
AS OF Jupe 30, 2007 fin th d

ASSETS
Current sssets
Cash and myestments
Accounts recaivabie
Use of money and property
Charges lor services
fnvenlones
Total current assels

Noncurrent assels
Resincied cash and myestments
Capital Bssats, net of accumulated depreciation (Note 7)
Total poncurrent assets
Total asaets

LIABILITIES
Current habliiigs
Accounts payatla
Salanes and banefits payable, cutrent portion
Capital leaze obligations
Liability for sef-msurance claims, cirent portion
“Total currant labribes,

Noncurrent iabiltas
Campensaled absencas
Capilal lease chiigations
Lizhily for seif-msuranca claims, net of Gurrent parien
Tetal noncurrant habhbes.
Tolad kabines

NET ASSETS

invested n capial assets, ne! of relaied dabt
Unresincled

Tatar net assats (defice]

Sea accompanying indapandent audtar $ report

Vahicle Risk
I op
Tachnology and and Communl-
Sarvices Maintenanca mEurangce eations Total
4307 $ 12235 $ 33073 $ 6541 % 56,256
55 186 298 82 ™
5 - 5 5 15
- 230 - 102 332
4,367 12,631 33478 6,820 57,304
- i0 - - 10
1,615 15,885 22 3.035 20542
1,618 15875 27 3035 20852
5882 28,506 33,503 9.865 71856
73 238 6490 3 983
121 49 53 34 267
98 - 2 1 1
- - 10,647 - 10,647
252 288 11,342 66 11,048
283 138 112 86 618
188 - & 4 198
- - 23 845 — 23,845
472 138 23,862 89 24,881
724 426 35,304 156 36,600
1,368 15,864 20 3030 20,282
3320 12,218 1,821 6880 20,965
§ 5258 $ 28080 § (1,807 §_grig $ 41247
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COUNTY OF SANTA BARBARA, CALIFORNIA
INTERNAL SERVICE FUNDS

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
FOR THE FISCAL YEAR ENDED June 30, 2007 (in thausands)

COUNTY OF SANTA BARBARA, CALIFORNI4
INTERNAL SERVICE FIINDS
COMBINING STATEMENT OF CASH FLOWS

POR THE FISCAL YEAR ENDED June 30, 2007 in thousands)

Gperaling revenues
Charges for saies a0d senices
Cther oparahing ravanues
Sel-insuranca recovery
Tedat operatng revenuves

Qperating expenses

Sweharies and henefiis
Services and sUpples
Saf-msurance daims
Tontraciual services
Dapraciauon and amortizabion
County averhead allocalion
Oner chargos.

Yotal operaking axpenses

Dparakng mcome
Nor-oparating ( g
Use of money and property
Interast sxpense
Loss on sale of capial assets
Other non-opersting revenues.
Totaf pop-cperating revenyas

Inzome before transfers
Transters i
Translers Gut
Transfers in {out), net

CThange In net assals

Tolal net agsots {dafict) - beginning
Tolal net asaets {defiat) - sradng

See accompenying independent avdror's report

Vahicte Risk
Information Operatlons Manageman
Tachnoiogy and and Communt
Services Maintarence Insurance sutions. Tokal
§ 6157 $ 8438 § 24101 § 383 § 41,880
-~ 150 310 115 575
- - 54 - 54
B 157 2.588 24 405 3.296 42 509
3337 1343 1,386 1012 7018
1611 4,198 35,183 1421 1243
- - 18,034 - 16 134
vl 28 437 48 823
500 2302 2 681 3,385
284 129 574 88 1,056
278 195 - - 474
6,120 2096 23,546 3231 40,993
37 493 o8 87 1,618
221 789 150 33 2,034
(12) - - - 12
(16} (12) - - (28)
4 - 104 2 200
197 177 1795 325 3,08
234 1,210 2,714 392 4810
40 832 - - a7z
- (205) = £30) {2353
40 627 = {30) 837
274 4,807 2,714 382 5247
4,884 26,183 4.515] 9248 36 GOO
ATem mes  gisl gty xmam

i20

CASH FLOWS FROM OPERATING ACTIVIHES
Reacepts lram mtarfund services provided
Recepts irom excess insurance recovery
Payments 1o amployess
Payments to supphere.

Paymesnts for sellinsucance clams
Coumty overhead alfocation
Qther operatng racepnts {paymenis}

Mat cash provided by operating adtiviles

CASH FLOWS FROM NONCAPITAL FINANCING ACTIITIES
Other sacepts
Net cash provided by noncapatal and related financing actrbies

CASH FLOWS FROM CAFITAL AND RELATED
FINANCING ACTIVITIES
Purchags of capilal assetis
Proceads from sales of capital assets
Prneipsl pard on caprtal lease obligations
nterest pid on capnal isase obiigahons
Preceeds of king-term deht
Transfars in
Tranafers out
Nt cash used by capital and ralated finanting achvities.

CABH FLOWS FROM INVESTING ACTIVITIES
Use of money and proparty
Nt cash pravided by mvesting sctviles

Nal increase (decraase) 1n cash and cash squivatents

Cagh and cash equivalenis - bagmning
Cash and cash equivaients  ending

Recancillation of cash and cash aquivatants to the Statament of Net Assets

Cash ang mvasiments per Statement of Net Assets
cash and par of Nat Assets
Total cash and cash equivatents per Stetement of Net Assets

Reconckistlon of cperating income (ioes) to net cash provided (ussd}

by oparating activitias.
Operatmg mcoma

Adustments to reconcile operatng Income (lass) to net eash provided {used) by

opefating actvbes

Deprecatan and amortizaton

Changes in assels and abdibes
Accounts recenanle
Inventones
Actounis payable
Salaries and banefils payabla
Selfinsurance clams.

Net cash provided by oparaiing acllvikes

See accompanying independand auditors report

Vahicle Rlak
1k " o i "
Technelegy and and Gommbini-
Sarvices Malntenante Insurance calicns Tota!
§ 6152 $ 5580 $ 24210 $ 3284 $ 42445
- - 54 - 54
{3311} {1,309} (1.37Y {1232} {7,223}
{* 986) 4 283) (5 404) (1 454) 2.1z
- - (14227 - (14,227)
(284} (129) (574) 62) (1.056)
275} (195} - ? 472)
287 2,873 2.888 541 6354
5 - 196 - 201
5 = 196 = 201
(303} (5 746} 123) (144} 16 246)
- 253 - - 258
(56} - - ] (87)
{12) - - - 12}
19 - 1) M 4
40 832 - - 8§72
- (208} - (30} 235)
[REF) (4,864} (24) 176) {5,376}
205 782 1.479 292 2728
205 762 1,479 292 2,728
190 {1439) 4,539 657 3947
4,117 13.684 28,534 5984 52,319
54307 3 12245 § 33073 3 5644 § 58 266
§ 4307 § 42235 & 33,073 & 6441 § 56,266
e 10 - - 10
§_ 4307 § 12,245 § 33073 3 5641 8 56265
37 § 493 5 99 k] 67 5 1516
500 2,202 2 €81 3,385
& - t 2) @)
- 115} - - (158}
1266) 1) 146 15 {146)
26 34 1§ (220} (145}
- - 1,807 - 1,807
§ 292 § 2673 $ 2888 $ 21 § 6384
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AGENCY FUNDS

Agency funds me custodial i nature and do not i olve the meastirement of tesults of operanions  Such funds have no
equity accounts since all assets are due to wdiiduals and enttiies at some future time

CLEARING AND REVOLVING FENDS provide cleating tacilities for stems such as pryioll withleldmes and
wanant redempiion  These funds ae used to temporatidy accunulate and hold 1esouces for distibution to thied
parties

DEPOSITS FUNDS account for deposits under the control of the County departments  Disposttions of the deposis
are governed by the teuns of the statutes and sudiances estabiishang the deposit requaemnent

OTHER AGENCY FUNDS account for assets held by the County i a fiduciary capacyty for othet entiies

STATE AND CITY REVENUE FUNDS tempotattly hold vanows fees fines and penalties collected by the County
deparunenis for the State of Califormn o various cities i Saata Barbara County whach ate passed throngh to these
entiies

TAX COLLECTION FUNDS account fof monies recesved for curtent and delingquent raxes whnch must be held
pendmg authonty fou distribution  Included are prepaid taxes disputed taxes duplicate payment of taxes etc  These
fimds also account for momes deposited by third parties pendng settlement of lingation and clamns  Upon final
settlement montes are dispersed as directed by the courts o by parties to the dispuse
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COUNTY OF SANTA BARBARA, CALIFORNI4

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABITITIES - AGENCY FUNDS

FOR THE FISCAL YEAR ENDED June 30, 2087 (in thoasands)

CLEARING AND REVOLVING FUNDS

Cash and ivestments
Interest rgceivabio
Total assets

Liabidias
Acaounds payable
Funds held for athers
Total habiies

DEPCSITS FUNDS
Asssts
Cash and investments
Totai sssels

Liatilities
Accounts payable
Funde haid tor othars
Total kbilies

OTHER AGENCY FUNDS
Asaole
Cash and mvastments
Inferest raceivabls
Tolai assets

Listuiftas
Acesunts payably
Funds held for others
Total atiiities

STATE AND CIT Y REVENUE FUNDS
Assels
Cash and mvestmanlts
Interes! racaivable
Total assets

tasbries
Accounts payable
Furnds hatd for slhars
Total abiibes

TAX COLLECTION FUNDS
Asssts
Cash and mvestments
interast racaivable
Taotal assets

Liabhues
Accounts payable
Funds held fur others
Totsl iabiifies

TOTAL - ALL AGENCY FUNDS
Assets

Cash aid iInvestmenls
Inferest receivable
Tolal agsats

Lizbilives
Accounts payabie
Funds heid for others
Total lsabilies

See accompanymg idependent audrors repart

Juiy 1,
2008
$ s
A
K]
$  7em
248
3 B3t
§ 5074
$ 5074
$ 1
5073
§ 50
5 42
37
§ 275
H 114
4,545
4758
§ 3,153
50
T200
8 205
2,098
I i
$ 12,621
430
EMKEY:i
$ 5
13.046
FEEY]
$ 33702
518
I __HA8
$ 8208
28,010
§ 3318

124

Addlticns

E 900804

5 £00.894

$ 261204
1161679

$3.422873

§ . 24630

§ 24630

3 1008
25639
1]

$ 99562
203

3 o6Ees

$ 3414
103,393

§ 128582
370

3 126852

§ 112434
241,458

3353893

% 1,387,155
2570
$ 1388725

§ 19568

1,408,207

$ 1,428,865

5 2,540823

$ 37719
2941 367

33339088

June 30,
Deductions 2007

§ 900384 $ 8,642
—_— {1
E 900, 384 § 3,641

¥ 260685 5 8492
1,161 BT8 149

$.1.422.363 3 8841

§ 255712 3 4132
5 25577 i 4 1§2

§ 1,009 § 1
26,581 4131

T § ENKR

5 99168 3 6216
1e8 52,

3 00358 §  Bok

% 3528 % -
102,770 £ 268

51062498 3 5,268

§ t2vi22 3 4813
298 122

$ 127450 3 4738

§ 12507 3 132
239,854 4,803

] 3§2 361 3 4,738

$ 1,390,213 $ 9,563
2459 241

3 .'Jgg 572 3 10104

$ 19572 $ 1
1.412,240 10103

$143) 812 3 0,104

¥ 2542459 & 32168
2945 74

It I_mse

5 397301 b 8626
2943923 24 254

i tan
§.3.340.424 3. 32850

COUNTY OF SANTA BARBARA, CALIFORNLA

CAPITAL ASSETS I'SED IN THE OPERATION OF GOVERNMENTAL FUNDS

SCHEDULE BY SOURCE'
AS OF June 30, 2087 (in chousands)

Governmenisl Funds Capitsl Assels
{.and and improvamenis to land
Structures and kmprovements
Equipment
tnkrstructure.

Conslruction In [Fogress.
Total govemmental funds capital assats

Invesimants in govarnmental funds capllal assels by snurce

General Fund
Spaciat Rgvenus Fuprds
Grants
Donalisns
Total governmental funds capilal assels

Total

§ 8087
201814
46,151

2725 085
23428

$ 583193

$ 204,586
437 505
33,1565
12947

$ 588 193

' This scheduta presents ondy the capnal assets batances related to govermnimental funds
Accordugly ihe capual asaets reported i damal senace funds are axcluded fom the
ebove amounts The capllat assels of miarnal service funds are mcluded within
govarnmental acinnties in the statement of aat assels
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COUNTY OF SANTA BARBARA, CALIFORNIA

CAMITAL ASSETS USED TN THE OPERATION GF GOVERNMENTAL FUNDS
SCHEDULE OF CHANGES BY FUN( TION*

FOR THE FISCAL YEAR ENDED Juse 30, 2087 (in theusands}

COUNTY DF SANTA BARBARA, CALIFORNIA

CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
SCHEDULE BY FUNCTION'

AS OF June 30, 2807 (in thousands)

Structures and fnfra- Congtrugtion Baiance Bafance
Land Improvements _Equipment Siructurs I Prograss Total July 1, 2008 Additicns Deductlons Jdune 50, 2007
Funciior Function

Policy & execuliva g 529 § 2839 § 274 5 - $ - 5 3442 Policy & axetutivae $ 3479 3 54 $ 1 g 3442
Law & Jusice 1,309 2604 560 - 488 35,133 Law & Justice: 26 418 1,284 2 867 35,133
Public salely 2375 £9,639 18,283 - 6,031 96 308 Public safety 88 339 B 215 1,247 96 308
Health & pubkc assistanoe 14 404 80,252 7o02 - 2,293 £3 951 Heatih & public assistance 76 115 11 269 3434 B3 950
Community resgiirces & public faciities 84 753 9,976 13304 225,985 14411 328 429 Comimunity resaurces & pubhic faailes 320,563 19,088 11231 328 430
General govemmanl & support semicas 3033 16,538 6348 - 32 26,851 General government & support serwces 20 383 8,802 az4 28 B51
Ganeral County programs 3,432 10,078 406 -~ 171 14,078 Ganeorat County programs 19,993 454 E 388 14 078

Total governmenial funds capnal assets 3 90817 § 201514 $ 48351 $ 225 985 $ 23425 3,388,193 Yotal governmental funde capial assels % 565,288 3 47177 8 25272 $ 588,163

' This schadule presents only the capital assets balance s related 10 gavernmental funds
Accordingly ihe capital assals reported m miemal service funds are exciuded from the
above amounts The capital assets of itemsi serics funds an ncludad withn
govarmmenta! sctivilies in the statarmant of nat assats

* This scheduie prasents only the capral assels balances refated Io governmental funds
Accaringly, the capital sesaty reporied in nternal dervice funds are excluded from the
abave amounie The capitat azsets of Internal service funds are wcluded within
govemmental actiliss in the statement of net assats
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STATISTICAL SECTION

The nfonnation 1n this section 15 not covered by the Independent Auditor s Report bit 15 presented as supplemental
data for the benefit of the readets of the comprehensive anmmal financial 1eport The abyectives of statistical section
wormatien ae to provide financiat statement users wrth addstong] historcal petspective context and detan to assist m
using the mfonmation m the financial statements notes to financal statements acd requued supplementaty information
to understand and assess a government s ecopomze condition

CONTENTS Pack

FINANCIAL TRENDS 136
These schedules contan trend mformaton to help the teadet undeistand how the County 5 hinancal
performance and weli being have changed over tune

REVENUE CAPACITY 138
These schedules contain nend infonnation to help the 1eader assess the County s most significant local
revenue souice the property tax

DEBT CAPACITY 139
These schednles present mformation to Lietp the reader assess the affordsbility of the Covmty s current
jevels of ovtstanding debt and the County s abslity to 1ssue additional debt 1n the foture

ECONOMIC AND DEMOGRAPHIC INFORMATION 142
These schedules offer econoimic and demog aplue uidicators to help the reader understand the
environment withm which the County s financial activities take place

OPERATING INFORMATION 144
Theses schedules contain service and infiastructure data to help the reade undetstand how the
mfomation m the County s fmanciat repoit refates 1o the services the County provides and the
activities 1t pe1fonns

Sources Unless otherwise noted the information u these schedules 1s denved from the comprehensive annual finaicial
1eports for the relevant year
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COUNTY OF SANT A BARBARA, CALEFORNIA
NEYT ASSETS BY CATEGORY (UNAUDITED)

LAST TEN FISCAL YEARS {in thensands)

(wecrtial basis ﬂ aceounitng)

Gosernmental seth Jekes
Jwested 4 uAPU) asvel, net of rekaed debt
Reslucted i
Puble safety
Health aid publi asstatiuee
COlTUniAy tesolues & ptirlis tacilfites
Generat goveinment & <ypport servitet
Gerleral county progiae
Dbt service
Unsestricted
Subiolal grvernmental aetiwises ! asscls

Bunness-tvpe activities
Imested 1 capual sesets net of selared deb
Reswcted lo
Dbt wavice
Unestncied
Subia] busisied-Iype SIUIES BST 255

Patnary gavernment
ivested w capytal assets giet ol nelated debl
Restrged fon
Publi safery
Thealth and pblic ssststance
Columimty Lesoinces & pubhc fagiifies
Geneia] goverpuient & SUppolt services
Gengril Cowty prograpis
Debt acrvice
Uniesmictad
Towt priowry govenuneel net sssels, restated

Noten:

COUNTY OF SANTA BARBARA, CALIFORNIA
CHANGES IN NET ASSETS (UNAUDITED)

LAST TEN FISCAL YEARS {in thousands)

faccrum! basis af accanriig

260207

I0STHH 199459 199900 IOUMD) 266102 ssyeslated 200304 200405 200516 200687
- 5 - 3 s $176023  BITEEI6  SMISUE  BIE6246  BISLAIS  BIOUSON
- - -~ 16873 549 §19% AT 1152 12,990
- - BT ER e 16120 188 18,02 a3z
- - - 6455 ABESE 52859 SL48)  S9649 604AS
- . . - 313 10,368 10,820 Hh§54 8,589 2,013
- - - SRR F AL I £ 1) 1814 JERE I PR 12469
- - - 3,768 327 5,597 8,53 8642 2484
- - - - 49087 51361 636TH _ GAEIT _ BIARG 93424
- = = 5,447 49L3F  SDheIn _ iarma.  +i0daw . GIARM
. . Ve W2 3633 4% dIbms avel]
- - - 23 38 7 1093 Lm3 317
- - - iz 4824 5016 7344 8750 1,922

T . PR TYTT 0976 adamE  aegel 4779 3905

- - - B0 AT IO A06TR 4264l d4alall

- - 13sm 559 3107 10641 14182 12090

. - g 29 16328 181% JLET R P S

- SRYSs 4sked Srse 5laft $069g  GerdBE

- - ATH 10168 10526 1048 #5409 9913

- - - ~ gas JERFH TR NP R £ Ve 12469
- PR 12 020 EEal 9,473 567 9,201

- - S Say  SRWT  6Ss8Y _ TLITD G036 _ 104k

3 B s . 387,003 8551204 557008 $E0%131 L634,110  56I6053

() Teenid data s ondy avaulable tor the last 21c flacal yems due 10 the uuplsniontanon ot GASE 34

€21FY 2002-03 pet asats yivested ) capual asseis 0zt of related debt’ was 1eviaded 13 FY2003-04 Irom 241,671 to $361.08%

(33 Accountuip staudrds sequure tht et axsets be seponed 1 duee conponenta 10 the finsncia) statemests mvested w capstal assets. net of
selated debt cestrcted, and nestuctzd Met assets ae cotssdered 1estricied when 1} extemally onposed by steditors (sucl as debt
ol nither

€0 Snanls), paABION,
euabling legislanon

5, 0f lawy or
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o 2 wnpased by Lo Ouongh conantitionad provisamns o

Expenses
Goverumental actrihies
Pohey & executive
Law & jusnce
Publie safen
Healih & pubbe asststimoe
Commiuntity resources &
pubhic fones
Geneial soverument &
BUNPOIT SEIVICES
Gereral county prograns
Interest on long-term delby
Subiotal goverinental
actraties expenses

Buswess-type activities
Solid Waste
Tagim Spapanen
Transit
Subtotal business-iy pe
activities expeases
Total pumary gOVemINeI eXpenses

Program Reyennes
Governmental activiies
Charges foi services
Healh & public asssstance
Pubtic safety
Othen
Opaiating gramts & canttthobiang
Capwal grants & conttibunions
Subtotal governniental
ACTVIES 12venuEs

Business-type activIties
¢ hacges for services
Sohd Waste
Laguna Samtatun
Othes
Opszinnng grants & conTibutions
Capual prants & caotnbuhians
Subtorm! business-type
ACHVHIOS 10veNURS

Total prmary govemiment progiain tevenues

Net (expense}/ revetue
Goveramental actrv ties

Busingss-type actis tes

Total primary goverunent net éxpenses

Note:

199998 199899 190000 _2000-01 206107 2003-03 2003-0¢ X004.08 205804 200607
5 - - - %~ S B850 § 7238 5 6242 0§ 5304 § 1353 § §.560
- - . - MGE EE MERE 3005 350 4Lk
- - - — 135605 142090 149319 ISB4E0 160499 181.566
- - - - TISIBY 2RISR 2NN DATI44 28365 270806
- - - ~ KRS8 GR35 GRTE0 SIS 71000 B478S
- . . . 29883 26927 26842 25224 308I8 36TH
- - - Y T 15644 13050 9,573 19530 147
- - - 4541 4510 4172 4,451 2880 2889
= IOL7A8 50713 | 337318 367170 SI330  BIZAUE

- 20,265 18,203 17.394 17,790 19356 11857

- - - 2,043 3825 3495 4,493 4870 5,066
- - . - % 27 16 59 57 62
™ = . AP A 0308 ERRLE] 3/ T 6085
= T - - “SUIOME. 347750 358,430 580533 . 631533 BBl
. - - - 51349 55,533 58803 67817 70292 40,546
- - - - RS0 ITIM Z7R9) 30619 M0S2 34767
- - - ~ BESIE SBILD S6049 56343 33330 8930
- - - 282,372 236390 7BE21 185317 00085 2169
. . - - 72 13) 1,194 1,256 54 475
- - = . WOAL T AT T agaai7.  aliate o anary  danues
- - - - 16388 18076 19483 20971 FIRE: I T
- - - - 2882 3,463 3377 5,450 5,503 5950
B - - - 37 § 7 ] 9 9
. - . - 1,573 134a 1308 1,232 1,410 854
= - 3 T T 0SB0 37085 Ta8is | ThanE oTERTt Tl
= = T TEITGE | A00250 7 0Rr a3l Henss ATan
- - - - (1303 (14340T)  (1SA318) (135717 (176.816) (193.308)
- - - (1768 $38 2370 4918 4,392 1339
- = — TI0067) T(AZ589) _(I5L.M8) _[(150.809] | (172455 _ {152,059}
(Contimued)

{11 Trend dat s oy avaclable for the last sn discal years due o the atplenteniation of GASB 34

131


txs

txs


TOUNTY OF SANTA BARBARA, CALIFORNIA

CHANGES IN NET ASSETS - CONTINUED {UNAUDITED)

LAST TEN FISCAL YEARS {in tiousands)

facernal basis of accopnnng)

1997-98 199899  1999-00 2060-0)  20r-92 20r-03  2003-04  2004-05 200806 2006-07
General Revenues and Gther Changes m Net Asgers
Goverminental gehivatres
Taxes
Pigperty taxes - - - - {05822 07,279 119913 154,057 176,748 195,001
Motor vebicie m-lieu tax - - - - 26,078 26,932 29923 1818 3,745 271
Sales axes - - - - 21,674 16,134 16,359 14,935 15,743 17,286
Tiansient occupancy tax - - - - 58717 4423 5448 4814 5631 6,591
Unresticted investment enmings - — . - 4670 3420 1087 3an 4,308 2,867
Extraordinary iremy and spectal item - - - - (22992 5431 - - - -
Qther - = - s 5,404 4,278 4,630 3,533 5,797 8,845
Subtoral governnental achviiics - - - -n, 146,637 167 899 177,420 i83.531 213,932 230,861
Busimess-type activities
Unrestricted investinent earmings I .- - - 1414 971 270 828 942 2,089
Transfers - - - - 133 an 34 (178) t55) e
Other - - - - 96 277 38 67 571 1,046
Subtotal busmess-typé activities - - - - 1,643 3 342 321 1,460 3,132
Total pumary governmesit P = - .- _14827¢ _ 168576 _ 177,762 _ 185,232 _ 213,392 _ 233,993
Changes in Net Assets
Cavernmental actrvities - - - - 28,330 24402 A2 25,304 35,116 37,463
Business-type actiines - -~ - — (121} 1315 3,312 3,639 4,852 4471
Tota! primary governmeat g = $ - 3 = 3 s 208200 8 26007 5 Jeals § 3344} § A0968 § 41534
Note!

(1) Trend daw 1s only available for the last six flscal years due 10 the nnplementation of GASB 34
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COUNTY OF BANTA BARBARA, CALIFORNIA

FUND BALANCES, GOVERNMENTAL FUNDS (UNAUDITED)
LAST TEN FISCAL YEARS {in thousands)

damadifled accrsal dasis of accountig)

1997-9%  1968-99  1900-00 2000-01_ 2001-02 2002-63 280304 2004-05 _ 2005-06  _ 200607
Generzl Fund
Reserved for
Recurvables - - % - 8~ SRR § S0 % S84 B 4661 F 4094 % 309
Imprest eash - - - L1 17 8 13 [ 14
Property tax Lass reserve - - - 1,591 1345 4138 4518 5044 5632
Ureserved
Desipnated - - 26 187 8721 28150 1351% a1 481 S8 488
Hodesignated = - - 7 546 F2 050 ERA] 8 564 16 206 11484
Subtorad General Purd - - - - SROTL a9 47562 31,098 6RRM 78508
AN Other Governmienta] Funds
Resurved for
Recelvables - - - - 4,245 379 261 226 2,378 90
lmp est cash - 24 24 21 21 i} 22
Debt setvice - - - 5071 8,251 6,697 TH1 7482 7600
Unreserved
Designaled, reported m
Special revene funds - - - - 485 60,264 53,920 S,792 42041 54,569
Capatal projeets fund - - - 28,750 22,019 14,018 26992 24370 22,854
Thabt service funds - - - - - - - - e
Undesignaled, teported n
Special revenue funds - - - 61,626 84,716 58,221 59261 66358 70.79%
Capital projecis turd - - - - £,243 7,323 5217 4,043 1868 G411
Subnolal all nther governmental funds - - - - 163,458 153,976 138,354 149,038 156,631 162,961
Tetal governmentd] fund bajance - - 3 - § - 3212420 $203,650  $185.016 3200336 §125471  $241 2p9

Notes:

¢1) Trend data is only available for the last six fiscal years due 10 the implementauon ot GASB 34
{23 The substanual mcrsase or deciease m fund balance reserved, or wresersed s sxplained i Managensent's Discussion and

Amlyss IMD&A)
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COUNTY OF SANTA BARBARA, CALEFORNIA

CHANGES IN FUND BALANCES. GOVERNMENTAL FUNDS (UNAUBITED)

LAST TEN FISCAL YEARS (in thousands}
(modified acerval davis of mecownting

COENTY OF SANTA BARBARA, CALIFORNIA
ASSESSED VALUE OF TAXABLE PROPERTY AND ACTUAL VALUE OF PROPERTY (UNAUDITED)

LAST

TEN FISCAL YEARS (in thousands)

1997-9% 1998.99 199500 2000-01 2001-02 2002-03 2003-04 0B4-05 20506 2006-07
Revennes (Uy source:
Taves ] - % - 8 - F112298  $£1266%6 FI40.594 176,747 3202076 §220.58%
Licenses, permits, and fanchises -- - - - 13521 12,258 14,407 13712 14,054 14338
Fines, tortertures, and penalties - - - - 16.809 12,162 9554 9,675 12,020 11020
se of molicy and property - - - 14.013 10,735 5,532 9,489 10,783 13,028
Intergoverunental - - - 270,384 260779 280,609 253,104 263,025 266,953
Charges for seTvice - - - - 117,468 117,061 123,739 134,276 134,664 148311
Other -- - - - 16,830 13479 13,058 15,751 15255 11414
lotal revenues - - - - 575,373 S33.110 357.491 612,758 631,919 687,642
Expenditures {by function):
Poliey & execnlive - - - - 0.523 16,334 10024 10,228 16.524 13,R46
Law & nistce - - - - 34,970 18,500 16802 31361 18.083 39,247
Pubiic satety - - - - 122,254 130,996 140458 148,978 1611249 175 500
Heaith & public assistance - - - - 215452 223913 232782 241,013 260,562 73394
Community resources & public faciities - - - - 68271 04,104 67161 Bs.219 78,089 90,994
General government & support services - - - - 39390 18045 3088 40007 46685 42380
General County programs - - - - 14,781 18224 {3918 9,73 12,574 14,552
Dby service
Principal - - - - 6323 5,004 51583 6,030 6,582 7.876
Interest - - - - 4,541 4,628 4,413 3,986 4.741 2930
Capitai outhey -- - - - 40,164 35,404 34,861 36,155 11,029 10,620
Total expendtiures - - - 556571 563,156 586,401 613,719 623,415 674,259
xcess of Revennes over (under) expenditure: - - - - 18752 (10.046) (13,903} {5.965) 22,504 13,383
Other Finaneing Sourcey {Lses)
Transters iz - - - - 102,349 94,777 102,682 108,564 1i8,245 138.567
Trancfers ot - - - 1103420 (35,110)  (10%,i85) {108.188) (1149 (129200
Proceeds fror sale of capital assels - - - - 456 145 89 46 §62 1268
Proceads Fom tong-term deb - - - 3,425 1,456 20,023 20,138 1.9%3 2400
Lssuaace discourit on long-term debt - - - - - - (175 1 -
Payment {0 refinded debi escrow agent - - - - - - (18,415 - - .
Total other tinapcing, seuroes (uses) .- - - - R0 1,267 1,174 20,388 2612 1,038
Net change i fund batance 5 - % 3 -~ 8 - § 40562 & (R7)) $(17,734) & 14420 § 25136 § 15418
Debi service 4s a percantage
of noncaptiat expenditunes 000% 000% 0 00% Q0 270% 183% 174% 172% 187% 166%
¥xpenditures {2); 1991-58 1098-9¢ 1999-60 200601 1061-02 200283 2002-04 2064-05 200506 20046-67
Gengral government S 35892 § 39,373 5 43254 § 47050 F S9.857 5 SB434 $ 55228 % 55T § S3A09 § A5106
Puble protection 157.961 165,757 [ X 186,132 200,027 202t 2147 234,083 242,782 290208
Public ways and facilities 26616 29081 1232 30,794 41809 38,102 24,441 32,580 3,890 30,926
Health and samiation 75,445 81.229 £7.288 103,760 106,767 110,424 117,342 130,160 118,106 149,855
Public assistarce 84,217 94,675 24,921 99,982 104,726 165,933 105,203 107,408 116916 120,572
Edugation 2146 2,232 2.386 2518 268! 2,645 2,783 2763 FRAE] 2,894
Recreational and ctitiiral sefvices 5,491 6,708 7,562 7.507 8,347 £99 10,305 $.420 9.615 10,462
Delt service 10,667 9,973 9,391 9474 8,680 4.8 9.566 10,818 11323 10,807
Caputal outlay 9,280 14,518 15,814 14073 20,175 20820 35,862 36,135 21,601 24428
Total Expenditures SA08,715  3443,546 §464.93] SS0L.732 5356511 561156 8336801 BAIS7IG 8420415 674,350
la—— T—— S —— A ——

Notes:

1) Expenduure wend data s onty available for the last six flscal years due to the change i the County's functions as a result of the muplementabon of GASE 34

(2) By S1aw Controfler fanetion

134

Fiscat Year

1997
1698
1999
2000
2001
2002
2003
2004
20065
2006

Notes:

1

2)
3)

(%)

3)

[1}) 2) {3 “ Total Taxahle Total Dirvect

Secured Unsecyred Unitary Exempt Assessed Valoe Tax Rate
- 1998 $ 25527262 % L4775 30 110576 5 (919.658) & 27,065.925 1 00000
- 1909 27.046,286 1919184 703,596 (967.844) 28.701,222 100000
- 2000 28,767,002 1,972,146 711,158 {1.016,269) 30,434,037 1 00400
- 2001 31,368.402 1,933,553 724,164 (1,021,757 33,004,302 1 00000
- 2002 34,127,745 2076,319 774,256 (1,100.743) 35871577 1 00000
- 2003 36.623.758 2,360,050 825,982 {1.208,338) 38.601.452 1 00000
- 2004 39.518,502 2,320,621 726,740 1,301,699 41,264,764 1 00000
- 2003 43,022,881 242690t 743.530 {1,372,516) 44,820.796 1 60000
- 2006 47838453 2,458,096 737,982 {1,544.353) 49.490.178 1 00000
- 2007 52,791,691 2,546,922 769,814 (1.587.094) 54,521,333 100004

Secured property 1s generally real property. defined as land, mines, minerals, timber and nnprovements such as
buildings, structures, ¢rops, trees and yings.

Unsecured property is generally personal property icluding machinery, equipment, office tools and supplies
Unitary properties are railreads and utilities crossing the county and are assessed by the State Board of

Equalization

Exempt properties include numerous full and partial exclusions/sxemptions provided by the $tate Constitution

and the legsslature that relieve certam taxpayers from the burden of paying property taxes

Due to 1978 passage of the property wx mitiatve Proposiion 13 (Prop 13) the County does not track the esdmated
actuai value of all County propertioes Under Prop 13 property 1s assessed at the 1978 warket value with an annual
increase limited to the Jesser of 2% or the CP1 on properties not invelved in a change of ownership or properties that
¢hd not undergo new construction Newly acquired property s assessed at itg new arket vafue (usually the purchase
price) and the value of any new construction is added 1o the existing base value of a parcel. As a result, similar
sropsrhies ¢an have substantially dnfferent assessed values based on the date of purchase Additionally, Prop 13 linmts
the property tax rate to 1% of assessed value plus the rate necessary to fund local voter-approved bonds and special
assessments

Source:
Auditor-Conteoller, County of Santa Barbara
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COUNTY OF SANT 4 BARBARA, CALIFORNIA
PROPERTY TAXNRATES DIRECT AND OVERLAPPING GOVERNMENTS {(UNAUMITED)

{$1 PER $160 OF ASSESSED YALLE)

Anditor Coniroiler County of Santa Barbara

136

LAST TEN FISCAL YEARS
County Dt ect Rates Oserlappmg Rates
Sania Barbara County
Fiseal Year General Ctres (1) Schools (2) Tolal
1997 1998 1 00000% 0 00088% G 00664% 1 00752%
1908 1990 100000 0 00083 001180 101265
1999 2000 1 00000 000047 001082 101126
2000 2081 1 (9000 0 00006 000706 1060712
2001 2002 1 00960 0062t G 00968 1 00989
2002 2003 1 00060 09006i7 000514 100931
2003 2004 1 00000C 000017 001101 16i118
2004 2005 1 00000 603018 060841 1 00856
2005 2006 1 60000 000014 901053 101067
2006 2007 1 00000 G 00013 001237 1 61249
Notes
(1) Rate shown represent a weighted average of the eight incorporated cities witiun the County of Santa
Barbara for fiscal year ending 2002 2003 and thereafter Prior years rates represents a weighted average of
seven incorporated cittes excluding the City of Goleta which meorperated i 2002 2003
{2) Rates shown represent a weighted average of the vanous school district tax rate areas within the
County of Sania Barbara
Source

COUNTY OF SANTA BARBARA CALIFORNiA
PRINCIPAL PROPERTY TAXPAYERS {UNAUDITED)
JUNE 3 2007 AND JENE 30, 1998 (1n th ds)

In accordance with GASB Statement No 44 the following tables mesent mfonnatien for the County s pnincipal property taxpayers as of June 30
2007 and june 30 1998

June 30 2007

i (£33 (&3 Percentage of
Ner Assessed Percentage of Total Secired Total Secored
Trpe of Secured Property Total Net Tax Levy Fiscal  Tax Levy Fiscal
Taxpayvers Business Y alue Assessed Value Y ear 2006 07 Yt ear 2006 07
Exxon Copmition Petiolewn & Gas  § 164 634 070% & 3749 0 80%
Venzon Califorug lne Unhiy 212924 04]% 21318 050%
Southern Califorma Gas Co Uity 159358 031% 1708 037%
Brltmere Hotel Hotel 132060 02%% 1498 632
Bacar1 Resort & Sps Hotel 130000 025% 1379 0730
Raytheon Company Light Manafacturmg 122 282 0 24% 1306 028%
Pacific Offshore Pipeline Co Petroteun & Gas 115638 022% 1185 € 25%
Southern Tahfornia Bdison Co Ltibity 08 233 021% 1172 6 25%
Farway BB Property Residential 107 786 921% 1096 023%
SP Maravilla Rest home 102 628 0 20% 1116 024%
Ten lagest taxpayers 1556474 2 99% 16 525 354%
AT other taxpayers 50417937 97 H% 446 972 96 16%
Total $ 51974 411 100 00% $ 466 497 106 00%
June 30 1998
) 2) (o] Percentage of
Net Assessed Percentage of  Fotal Secured Total Secured
Type of Secured Property Totai Net Tax Levs Frscal  TFax Levy Fiscal
Taxpayers Busmess Value Assessed Value  Year 1997 9§ Year 1997 08
Exxon Corporthon (e]1] & 748026 296% $ 7954 3207
GTE Celifornia lucorporaied Utisty 210537 083% 2130 0 88%
Gaviola Gas Plant Co Gas 170 499 067% 1812 073"
Scuthern Cahformn Gas Company Unly 183178 G6l% 1579 G 53%
Pacific Offeshore Pipeline Co Ol 105 6ol 042% 1123 045%
Southern Catiforma Edison Company Utiizy 91 607 036% 947 038%
Applied Magietics Corpoiatan E"‘;T‘:ﬁ“m 90295 036% o4z 035%
Pacific G and Blechie Compwy Utility 440 034% 821 [IRXLN
Comdisco eoprorated Lewsmg 74 928 0 30% 758 030%
Raytheon Conmpany E““:;:::f;‘m 54159 025% 582 027
Ten laigest axpayers 1789299 107% 18803 T55%
Al other taxpayers 23 528 875 92 33% 210234 0245%
Total $ 25318174 100 00% £y 249 087 100 00%
Notes

[4}] Net Assessed Secured amounts welude Secured & Untary less exemplions

{2) See Assessed Value of Tixable Propeity and Actuat ' alue of Properfy schedule for total 1ssessed vadue The 2006 07 total 1s based on
secwed $42 791 691 plus unitary 3769 814 less examptions of $1 487 094 The 1697 98 totil 15 based on secwred $25 §27 262 plus tutary
$710 470 less exemphons of $919 658

h Inicludes 1% bonds fixed chaiges late penatties and costs (Onty Secwed & Umitary Tas Levy amounts)

Source
Connty of Santz Barbir: Treasuer  Tax Collector
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COLNTY OF SANTA BARBARA CALIFORNIA
COUNTY OF SANTA BARBARA, CALIFORNIA RATIOS OF QUTSTANDING DEBT BY TYPE (UNAUDETED)

PROPERFY TAX LEVIES and COLLECTIONS (UNAUDITED) LAST TEN FISCAL YEARS (1n thousands evcept per capila)
LAST TEN FISCAL YEARS (i thousands)

Gorepirmental Activities Business Type Aohsiliss
ong 1ong
2) Coltections Long  Term Term Percentage  Per
Collections within the fiscal in Certuficates of  Capiial  Term  Seitlen MNote  Certificates of Capial  Seltleme  Notes Tota! Primary  of 4ssessed Capifa
. Fiscal Year | Particwputson _Leases  Loons _wient Payable Parhopstion Lesses ot Payable  Govermment  Value(l}  (3)
(1) year of the levy Subsequent Total Collections 19 Date I—— T s -
Fiscal Year  Tases Levied _ Amount % of Levy Years Amaount % of Levy [97 (9 5095 § THO§ ok sesvoe ¥ 5210 4 63F §oOMMe0l e § 32
e Lt 47475 71 TS Ti5 62000 8260 1677 2277 04% 99
1997 - 1998 § 249,087 § 245,891 98 72% 3 3,184 § 249,075 100 00% 1959 2000 Ardrs 1T 54 1850 5700 Tasn L2109 50 H3Ime 03T 274
G0 2001 Wetn 1421 3 3MB 47000 8 0 854 adr 90a36 B b1
1998 - 199% 263,453 260,526 98 89% 2,912 263,438 99 99% [ siors 567 e 1am 1o sose . W dom LEtss 61 290
1999 - 2000 282,449 278,432 98 58% 3990 282,422 99 99%, 62 203 61035 178 By 1025 45000 6228 408 30 9388 125847 03 107
" " 003 2N 58773 1! 67 D 45000 7037 218 275 g0 122472 0P 208
2000 - 2001 306.687 01 590 98 34% 5,036 306,646 9999% 004 2604 THge 1 LW 4 ssoon 5 5RE 14 20 8620 44880 02 45
2008 - 2002 333,424 329,327 98 77% 4,043 333,370 99 98% 2005 2006 6179 31 FDW 208 47000 5695 23 s 821 10835 026% )
2002 - 2003 155,912 351,584 9878% 4,209 355793 99 97% w06 2907 B S0 1 4l oo T a0 180
2007 - 2004 185 713 381,887 99 1% 3.596 385,483 99 94%
Notes
2004 - 2005 419,530 413,040 98 93% 3,996 419,036 99 88% {1} Seetht Asscywed Vaiw of Takable Property and Actial Vatue of Property table for total taxable avwevecd valle Amsesser +alie does not mnclude i sxemnpt
0 i vperty
2005 - 2006 466,497 460,518 98 72% 1,543 464,061 99 48% 2y Seethe Demogaphis and boonomue Stashios table for popylation figises Nole that this rauo 15 ealcalated uung population fo1 the lates calendar year fn each
a - I ding fiscal
2006 - 2007 516,452 505,691 9792% 503,691 5792% 6] Eﬁ.::’;?;:;gm‘:?? 2’&; the County reclassitied Laguna Samiation District from a special revenue to enlerplise fand
Neotes: Semce
n Secured and Unitary tax tevy for the County itself, school districis, cities and special distnicts under Audstor Controller Couty of Santa Barbara

the supervision of their own governing boards
@ Included are amounts collected by the County on behalf of wself, school districts, cities and special
districts under the supervision of their own governing boards

Source:
Auditor-Controller, County of Santa Barbara
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COUNTY OF SANTA BARBARA CALIFORNIA COUNTY OF SANTA BARBARA CALIFORNIA

COMPUTATION OF LEGAL DERT MARGIN (UNAUDITED) DIRECT AND OVERLAPPING BONDED DEBT {L NAUDITED)
LAST TEN FISCAL YEARS (n thousands) AS OF June 30 2007 {m thousands}
O @ Total net @ Legal Debt Margen 2606 2007 Assessed ¥ aluation § 54521333
Fiscal Yem _ _ Assessed Vabue Legal Debt Lismt__ apphable debt  Legal Debt Margim __ / Diebt Linue Redevelopment Incremental ¥ aluation 2755032
Adyusted Assessed ¥ aluahion § 501766301
1997 1998 % 27069928 3 33324 § 338324 1600
1998 1999 28701 222 358 765 348 766 100
19%% 2000 30434 037 330428 80425 100%s Peyeent
2000 2001 33604 362 412955 412553 100° F T —— re 7O AP‘;’;’%_{_L?? ! D;‘z"?(gzl
lan Hapcock iomt Comunumiy Coliege Dnstrict v
2001 2002 15871 577 448 195 443305 100% High School Districts 96 008 10006 128 413
o0z 2003 38601 452 482 518 482418 100° Unified School Districts 10000 51955
2003 2004 41264764 S5 810 515810 106 Goleta Umon School Districts 100%¢ 22 705
2064 2005 44 820 796 560 260 560 260 100% Creutt School District (00 14120
2005 2006 49 450 178 618627 618 527 10000 Santa Barbara School District 100%¢ 27985
2006 2007 54521 333 681517 581517 100% Other School District 100°n 35230
Lompoc Healtkeare Distrist 100°q 42 000
Notes Santa Ynez River Water Congen ation Drstrict ID No | 100%0 560
{17 Assessed Vaiue dogs not wmelude tax exempt property Property vatue data can be found m the  Assessed Value of Taxable Solvang Assessment Disiniet 100°%s 128
Puoperty and Actual Vaiue of Preperty schedule Speuial Distnict 1915 Act Bonds 100% 3 960
(2} Caltferua Government Code Section 29909 1ead m comunchon with Rey enue and Taxationr Cede Section 13% imposes a Total Onverlapping Tax and Assessment Debt $305 486
legal debt i for General Obk Bond indebtedness to { 25 percent of the totat full cash valuation M
(3)  Thelegal debt margm s the Cowntv s avaiable borrowang authonity under state finance statutes and 1s calculated by
Dorect and Oyerlapping General Fund Obligation Debt
subiractmg the debt applhicable to the legal debt hat from the legal debt lumit Santa Barbara County Genecal Fund Dblagauons 1007 $ 63 465
Source Ailan Hanceck Jomt Community College Dhstrict € eruficates of Participatien 99 751% 7601
Auditot Comtiollet County of Santz Basbaa, Santa Mana Joint Union High Schoo! District Certificates of Partiipation 90 99834 25964
Sarta Mana Bonita Schoel Distmct € ertificates of Parneipation 99 996%0 23758
Santa Ynez Valley Union High School Dustrict Certificates of Participation 100 000° 4105
Buellton Schooi District C ertificates of Participation 1007 1420
Sohvang School Distriet Certificates of Partiupation 16 1815
Crty of Carpinterza Ceruficates of Participanion 100% 1430
City of Santa Brbara Cemtficates of Participation 106%a 4650
Cuv of Santa Mania General Fund Olihigatioos 109 17 085
City of Sotvang Gener1! Fund Obligat:ons 106° 87¢
Carprirterrd Sanstaty Distnet Generat Fund Gbligatons 100% 15 580
Santa Maria Cemetery Disirict Certficates of Participation 106% 1390
Total Gross Direct and Overlippang General Fund Obligation Debt & 171184
Less Carpimtena Samtary District (100% self supporting} i5 580
Total Net Direct and Gverlapping General Fund Obligation Debt 5 135,604
Gross Combimed Total Debt 8 566670 (2)
Net L ombed Tatal Debt 551090
Ratio ta 2006 G7 Assessed Valugtion
Totst Qs erlapping Tax and 4ssessment Debt 0 73%
Rahigs b usted Assessed Valuat
Cominned Direct Debt (363 465) Gi2s
Gross Combined Totat Debt 109%,
Net Combined Totn Debt 106%,
Notes

(1} Percemage of overlapping apancy s assessed valuaton located wathon the boundasies of the C ounty

{2} Excludes tax and revenue anticipahion notes revenue mortgage rerenue and tax allocation bonds non bonded capital lease
obligations nd state contractual obligations within the Department of Water Resources

{3} Debt as of Jung 3¢ 2007

Source
Califora Mumeipal Stausties Incorporated
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COUNTY OF SANTA BARBARA, CALTFORNIA COUNTY OF SANTA BARBARA, CALIFORNIA

DEMOGRAPHICS AND ECONOMIC STATISTICS {(UNAUDITED) PRINCIPAL EMPLOYERS (UNAUDITED)
LAST TEN YEARS (in thousands) June 36, 2007 AND June M, 1998
4 Per Capita @ (6} June 3, 2007 Juene 3}, 1998
n {Q Personal Personal School Unemployment (3) Percent of () Percent of
Year Population Ingcome Ingcome Enrollment Rate Totai Connty Total Counby
1998 405 $ 0,377,060 256 63 3 8% Company or Organization Jobs (1} Employment Company or Organization Jobs 2)  Employment
1699 499 11,361,000 276 65 3 42/" Umversity of Califoruza ot Santa Baibara 9,501 504% Uns ersity of Califerma at Santa Barbaa 8,660 5 2d%
2000 14 11,890,000 33 7 65 ; ; ;“ Vandenberg A Force Base 4782 254%  Vandenbeig Au Force Rose $195 114%
;ggf :?)Z :i‘?é;‘gﬁg 3;? :,6: 4 7'; County of Santa Barbare 4,214 T 24% County of Sants Batbara 4285 2 59%
20(; 416 liyﬂi ?‘Oﬂﬂ 317 &7 3 5; Santa Barbaiz School Prstnct Admun 2,968 158% Santz Barbaia Cotiage Hospital 1,712 104%
b
2004 415 13’544'000 126 48 34% Santa Barbara Cottage Hospital 2518 T 3% Santa Barbara City College 1,675 101%
2005 419 14354006 (3 93 3 P 0% Santa Barbarz City College 230 12%%  Santa Mana-Bonta Schools L0 067%
2006 437 15,211,000 (3} 360 (B 67 355, Rastheon Electrome Systems 1,633 087 Allan Hancock Collepe 1100 067%
2007 424 16,354,000 (3 84 D 67 3 8% Sanis Matia-Bonita Schools Distict 1600 08%% U § Postal Service 1083 066%
City of Santa Barbara 1487 O 79% [ ompoc Umfied Schoo! Thetet 1061 0 64%
Detail of estimated popalation, as of January 1, 2007 (whole wembers) (2} Lompoc Un:fied Schoot Drstrict 1,427 0 76% Lockheed Martin 1,046 {1 63%
Incorporated Cities Ten largest contpames or organizations 32490 1725% 26.917 16 29%
Buellton 4,663 All ather comp or 0Fg; 155860 82 75% 138.307 83 71%
Carpintena 14,123 Total compames o organizatioms 138,350 100 00% 165,224 100 00%%
Goleta 30.169
Ciuadalupe 6,397
Sama s s o
1 g
S::: M“;q:”‘ 0131 (1) As of Apui 2007
Solvang 5495 {2) As of March 1998
Total of Incorperaied 282,651 s !
Total of Unsncorporaied Areas 141,774 ource:
Total Population 424,425 (3) State Employment Dien eloprment Deparimet, Labor Market Informanon Dinson and
B =

Unisersity of Californsa, Santa Baebara Economme Forecast Project

Notes:

(1} Calendar year

{2) Populaucn as of January 1.

(3)  Estimated amounts

(7} Prior year personal income was adjusted to reflect actual data

Sources:

(2)  Cahfom:a Department of Finance

{4 Umverstty of Californta. Santa Barbara Econommc Foreeast Project
(5)  Santa Barbara County Scheols Admmstrative Office

{6}  Employment Development Department Research Center
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COUNTFY OF SANTA BARBARA, CALIFORNILA
COUNTY EMPLOYEES BY FUNCTION/PROGRAM (UNAUDITED)
LAST TEN FISCAL YEARS

CTOUNTY OF SANTA BARBARA, CALIFORNIA

OPERATING INDICATORS BY FUNCTIONPROGRAM (UNAUDITED)

1997-98  1998-99 1999-00 20404-01 200102 2002-63 2003-G4 2004-0%5 2005-06 200607

Paid employees

Policy & executive - - - - o8 94 93 94 88 98
Law & wstwce - - - - 236 213 211 208 27 221
Public safety - - - - 1,389 1383 1367 1,357 14is 1,42%
Health & public assistance - - - - 1,685 1,667 1,652 1,660 1,766 1,688
Communsty Tesources

& pubhc facilmies - - - - 583 556 552 S1g 524 302
Generaf govemment

& support services - - - - 464 441 432 424 436 432
Gengerat County programs - - - - 19 29 ig 4 34 40
Sold Waste - - - - 94 93 gl 91 a1 90
Laguna Samtation - - -- - 14 14 i3 i3 13 15

Total Cowsty Employees - -~ = - 4,582 4,490 4,430 4,382 4,526 4511

Actual Mal-tine equivalent

Policy & executive - - - - 92 88 87 88 &7 91
Law & justice - - - - byl 209 207 205 206 214
Public safety - - - - 1319 1,321 1,298 1,287 1,331 1365
Health & pubhic assistance - - - - 1,595 1,589 1,560 1,503 1,506 3,508
Commuity resoutces

& pubhc facihzes - - - - 556 536 527 498 473 476
{reneral govemment

& spgpor: services - - - - #15 422 413 405 410 408
Jeneral Comaty programs - - - - IH] 23 18 14 28 38
Sohd Waste - - - - 9t §8 86 87 86 84
Laguna Samtation = -~ - = 14 14 13 13 & 15

Total Counsy Ernplayees -~ -- -- -- 4,347 4,295 4,209 4,160 4,233 4,256

{ofes:

1) County Empioyees by functionsprogram 1s only aveitable for the fast six fiscal years due to the change m the County's
funchens as a result of the implementation of GASE 34

2) Actual Full-Time Equivalents Number of fizll-time equrvalents paid For full-time and part-time, the full-time
equivalent {FTE) used 15 from the employee's assigned work schedule For extia help and contractors the FTE 18
caleulated as the number of hours worked thig pay penod divided by 80
Full-Tine Equivalent This namber 1s equal to the maember of work hours divided by 80 (the normal number of heurs
waorked by a full-time emplovee} For example, for a part-me employee that works 40 hours each pay penod, the FTE

}} Pard Employees Count of employ ees paid, including terminated employees Empioyees with more than one job wiit be
counted onge for each job that the employ ee was paid for

1) Supertor Court and Etnployee Retirement :emoved from entity - smployee counts reduced by 270 and 259, respectiveiy for Superior

Court and by 9 and 9, respectively for Employvee Rehrement

ummary of County Employees
ast Ten Fiscal Years (51

Fiscal Yeuar Employees Paid Full-Time Equivalents
1568 4,465 4,192
1995 4,507 4,265
2000 4,746 4,386
2001 4,652 4,239
2002 4,582 4,347
2003 4,450 4,295
2004 4,430 4,209
2005 4382 4,160
2006 4,526 4,231
2007 4,511 4,290

urces:
| Santa Batbara County payroll records as of June 30
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LAST SIX FISCAL YEARS
0102 2002-0% 2003-04 200405 2005-06 2006-07
Function/Program
Law & justice
Frled felomes-Dhstrct Atiomey 2,249 2,287 2389 2,789 3,040 3 040
Frled musdemeanos-Dismict Attoimey 11,771 12,071 13,558 13,691 13,195 14,781
Public Defender's total sew caseload 22 100 23,400 25600 26,700 22,900 246,302
Pubhc safely
Fire emergency responses § 400 8750 9,400 9 500 9700 10,163
Total nmies patrolied by Shenifs 1580000 1410000 1277615 1518166  1,5040357 1,540,905
Processed and booked aduit offenders-Shenil 16,967 17 496 17,535 19,582 17,747 18403
Juvensle referrals processed- Probation 6,000 6,000 6,300 6,400 £ 589 6,822
Cases supervised-Piobaton 7.100 7400 10,550 16,579 10,191 11.678
Instiutional care for mors-Probation {days) 63,100 63,400 §8,300 52,280 62,375 67,154
Prepared adult sentencittg repotts-Probation 2,500 2,560 11,300 i1,8GC 12,264 12,551
Heaith & pubhc assistance
ADMUS clhients served 12,357 12,568 13253 14,807 13,039 14,547
Processed child suppott payments 151000 153 000 146,000 160,000 153 900 157 867
Assistance claims paid to eligible recipents n'a 60900 62,500 64 500 64,200 65,405
Panent reatments at Public Heaith cluncs 100 000 166,000 112,000 116,100 118 400 123,000
Community resources & pubhc facilives
Burlding mspechions 19,500 28,700 27,800 34,900 14 000 40,034
Enhanced or mantaned road fanes (nales) 124 190 150 117 117 246
Flood centrol work requests 169 234 145 200 184 i12
General government & suppott services
Clerk-Recorder- Assesgor
Recorded Documents 119,000 139,000 70,000 131,000 123 769 135,006
Sohd Waste
Waste recycled (fons per month) 5900 10,000 10,200 8,857 8,177 8270
Landfill waste disposal (tons per morth) 17,200 18,345 19010 20,510 19,675 18 483

Note:

(1) Operating Indicators by function/program i3 only available for the last s fiscal years due to the change i the
County's fanctions a3 a result of the smplermentation of GASB 34
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COUNTY OF SANTA BARBARA, CALIFORNEA

CAPITAL ASSET AND INFRASTRUCTURE STATISTICS BY FUNCTION/PROGRAM (UNAUBITED}

LAST SEX FISCAL YEARS
2001-02 2062-03 2003-04 2004-65 2005-66 2006-07
Function/Program
Pohey & execuhve
Buildmgs Oecupied with general govertment and support services
Law & Justice
Court buzldmgs 9 4 9 9 9 g
Other bunidings 4 4 4 § 5 5
Pubhs safpty
Fire stations s 15 15 i35 15 i6
Ere trucks 39 35 39 41 4t 42
Ambnlances 4 4 4 4 4 4
ShenfT sub stations 2 2 2 2 2 2
Patrol units 49 49 49 49 49 49
Aurcrafts 5 5 5 5 § 5
Jail gnd detention Bicthihes 6 & & 6 6 6
Admmstretion buildings ] 8 8 3 8 8
Health & public assisiance
Climes 5 5 5 5 3 7
Admtaisiration bueldmgs 5 5 5 5 3 s
Community resources & pubhic facilities
Public parks & open space acreéage 2,617 2617 2617 2,617 2,243 2,243
Day use & campiug parks 24 24 24 24 24 21
Open space azeas (County developed) 29 29 29 29 17 17
Outdoor events center 1 1 3 1 1 1
Veterans buildmgs 3 3 3 3 3 k}
Seawalls 2 2 2 2 2 2
Road Jane miles 1,839 1,668 1,668 1,668 1,668 1,668
Budges 43 44 4 44 112 112
Thaffic signals 25 25 25 25 25 2%
Roads heavy equipment 36 49 43 43 43 48
Samtary sewers (miles of coflecrion) i60 160 166 160 160 160
Treatment capacity (malhon gallons per day} 2 q 4 4 4 4
Solid Waste heavy equipment 53 55 60 65 63 69
General government & support seTvices
Buidings 4 4 4 5 5 5
Notes:

(1) Capital assets and mfrastructure statistics by functiow’program s eoly available for the last six fiscal years
due 10 the change m the County's fimctons as a result of the unplementation of GASB 34

(2) Buldmgs inciudes those that are capitabized but excludes 1¢al property that 1s leased

{3) Includes City of Goleta

COUNTY OF SANTA BARBARA, CALIFORNIA
GLOSSARY FOR THE COMPREHENSIVE ANNUAL FINANCIAL REPORT
June 30, 2007

ACCOUNTS PAYABLE - A short-term lability account seflecimg
amownts owed to puvate persons or olgamzaiions for geods and services
1ecerved by a govermment

ACCOUNTS RECEIVABLE - Ap asset account 1eflecting amsounts due
fiom puvate persons ot organizations for goods and services furmished by
a govemment (but not includmg amounts dve fom other funds or other
gorernments

ACCRUAL BASIS - The recorchng of the Fnancial effects of a
government of ransactions and other events and cucumstances that have
cash consequences for the govenment m the pertods i1 wiieh those
transachions, events and creumstances pcour, 1sther than only in the
petiods m which cash s recerved o1 paid by the government

ACCUMULATED DEPRECIATION . A contia asset account used to
1eport the accamulation of periodic c1edies to reflect the expnanon of the
estmated se1vice hife of capital assets

ADVANCE FROM OTHER FUNDS - A habihty account used to recotd
noncvrrent postions of a long-teun debt owed by one fund fo another fund
with the same igporting ennty See DUE TG OTHER FUNBS and
INTERFUND RECEKVABLE/PAYABLE

ADVANCE TG OTHER FUNDS - An assef account used fo record
noncunent porong of a long-term Foan fiom one fund to angther fund
wrthin the same reporfing enitiy  See DUE FROM OTHER FUNDS

AGENCY FUND - A fund normally used to account for assets held by a
povemnment as an agent for indioduats puvate olgamzations o1 other
govermments andror other funds.

AMORTIZATION - (1) The porben of the cost of 2 hauted-hfe or
mtapgble asset chasged as an expense dusing a particular penod (2} The
seduction of debt by 1egular payments of puncpal and nte est sufficient to
reture the debi by Mty

APPROPRIATION - A lggal authorizieon pranted by 2 legistative body
to make drtuzes and to o obé for specific purposes An
appiopaation ususlly s linuted i amuint and time ¢t may be expended

ASSESSED VALUATION - A valuation set upon teal estatz o1 other
property by & government as a basis for levymg taxes

AUDFFOR'S REPORT - In the context of a finaucial audit, a statement
by the audrtor describing the scope of the audit and the auditing standards
apphed i the exammation, and settsg forth the andbior's opmicn on the
frarness of presentation of the finaneial indoimation w conferrmfy with
GAAP or some other compiehensive basis of accounting

BALANCE SHEET - The financial statement disciosmg the assets.
habilites and equuty of an entity at a specafied date w confornuty with
GAAP

BASIC FINANCEAL STATEMENTS {BFS} - The wmmmmum

! on of financial andt nofe disclosures 1equired fou far
mesentation in confority with GAAP  Baste financial statemients have
thiee compotents  posemment-wede financial siarements. fand fnancial
statements and wotes to the financial statements

BASIS OF ACCOUNTING - A term used to refer to swhen 1evenves,
expenditures, expenses, and transfers - and the 1elated assets and liabihties
are recoguzed 1n the accowsuts and 1eported  the financial statements
Specifically, it relates io the fimmp of the measucaments made 1egardless
of the nature of the measurement, on exther the cash or the accrual method

BUDGET - A plan of financial operation embodying an estmate of
moposed expenditires for a given peaed and the proposed means of
financmg thems  Used withont any madifies, the teim wsually inchcates =
financiai plan for a single fiscal year  The teum "budget” 18 used m two
senses 10 praciice  Sometunes i destguates the financial plan presented to
the appropiiating govermng body for adophon, and somettimes, the plan
finally appro ed by that body

BUDGEFARY CONTROL The contiol or management of a
govenyment of enterpnise in gecordance with an approved budget to keep
expenditaies witluy the hmdations of ssvaslable appropnations and
avatlable revences

BUSINESS-TYPE ACTIVITIES - One of two classes of activities
1eported m the goveinment-wide financial statements Business-type
achvilies are financed m whole or m padt by fees charged to extemal
pares for goods and services These activities aie usually reported m
enteipnise funds

CAPITAL ASSETS - Long-lived tangibte assets obtained or contiolled as
a result of past hansachions, events or chcumsiances Capil assets
mclude bulldings, prent, 1P ts other than bmld jand and
infirstioeture  In the prnvate sector, these assers are refetied tu most often
a5 property. piant and equipnient

CAPITAL EXPENIHTURES - Expenditures resuling 1 the aoy
of or addition to the government's general capital assets

CAPITALIZATION POLICY - The cntena used by a government io
determune which outlays should be 1eported as capital assets

CAPITAL LEASE - An ameement that conveys the nglif fo use property,
plant or equipment, ysuzily for a stated penod of trme  See TEASE-
PURCHASE AGREEMENTS

CAPITAL PROJECTS FUND - A fund created to account for Ruancral
resotices to be used fo the acquisiion o1 constiuchion of major capital
faciirties (other than those financed by proprretary funds and trust funds)

CASH BASIS - A basts of accownting under shich bansachois ase
recogaized only when casit 1s recerved or disbuised

CASH WITH FISCAL AGENT - An asset account teflecting deposts
with fiscal agents. such as commetcial banks. for the payment of bond
puncipal and terest

CERTIFICATE OF ACHIEVEMENT FOR EXCELLENCE IN
FINANCIAL REPORTING PROGRAM - A voluitary program
adnumistered by the GFOA to encoutage poverimnents to publish
effinently orgamzed and easily 12adable CAIRe CUFRs and (o provide
technical assistance and peer recogoetion to the finance officers prepariag
them

CHANGE IN THE FAIR VALUE OF INVESTMENTS - The difference
hetween the fai value of ivestients at the beginmag of the year and at
the end of the 1ear. taking into consuderahion 1 estment parchases. sales.
and redemphions.

COMPENSATED ABSENCES - Absences. such as vacation, illness and
holidays, for which 1t 15 expected employees will ke pmd  The term does
1ot ENCOMPass SSYELANCE Ol termymation pay. postretiement beuefits
deferied P hon or other lopg-term fnge benefits, such as group
shsurance 2td long-term disability pay

COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) - A
financia? teport tiar encompasses ail funds and component unas of the
government The CAFR should contan (a) the basie financial statements
and requued supplementary nforuation. (b} combining statements to
support colpmns m the fasic financial statements that agglegate
mformation from mote thaa one fund o1 component unit, and (c)
wdwvidual find statements as needed  The CAFR 13 the governmentad
umt’s official annual report and atso shouid comtan ntroductory
inforsmation, schedules necessary to demonstrate comphance with fisance-
related legal and contiactual provisions, and statistical data

CONTINGENT LIABILITY - Jtems that may beeoms habibities as a
result of condiions undetermaned at 2 gren date. such as gualantees,
petding lawsaits, yudgnients under appeal, ussettied disputed clums,
unfilfed purchase orders and uncompieted conhacts  Contingent liabihities
shoutd be disclesed wiiun the financial statentents Crcludng the notes)
when there s & reasonable possibihty a loss may have been weurred
Guaautees, however, should be disclosed even though the possibibty of
Joss may be temote
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COUNTY OF SANTA BARBARA, CALIFORNIA
GLOSSARY FOR THE COMPREHENSIVE ANNUAL FINANCIAL REPORT - Continued
June 30, 2007

COST-SHARING MULTIPLE-EMPLOYER PLAN - A single plan
with pooking fcost-sharmg} awangements for the participatng employels
All tisks, rewards, and costs, meluding benefit costs, are shared and are not
athtbuted wmdyvidually to the employms A single actyanal vahsanon
covet s all plap members and the same conmbution 1ate(s) apphes for ¢ach
employer

CURRENT FINANCIAL RESQURCES MEASUREMENT FOCUS -
Mensteernent focus according o which the amm of a set of finaacial
statements 15 to report the neat-term {current) mffows, outflons, and
baiances of expendable (spendable) financial iesomices The cument
fimancial vesouices measwrement focus 1S wnigue fo accouning and
finanoiat reporting for staté and ocal governments and 15 used solely for
;:jpuﬂmg the financial postion and results of opsations of governimental
nds

DEBT - An abligaton resulting fiom the bonoving of money o figw the
puiciiase of goods aud services  Debis of governments include bonds,
time warrants aid notes

DEAT SERVICE FUND - A fund established to account for the
accumuiahion of Lesomces for, and the paynient of, general long term debt
pringspal and wnterest

DEFERRED CHARGES - Expendrtares that are not chaigesble to the
fiscal period m which they were made but that me canied as an asset on
the balance sheet, pending amortization o1 othér disposttion (e g bond
issnance costs) Deferred chaiges differ from prepaid items in that they
usuaily extend over a long penod of ime (more than five yeas) and are
not regulatly recoiting cosis of eperabion

DEFERRED REVENUE - Resouice mflows thar do aot yet meet the
cnitena for revenue recognition  Uneamed amonnts ae always reporced as
defened revenpe  In governmenial funds, eamed amouns also are
reported as deferied revenue unul they are available to ligyndate habrdities
of the enrrent period

BEFICIT - (1) The excess of the habwlties of a fund over its assets ()
The excess of expenditures over revenues dming an accountimg penod o1,
n the ease of propietary funds, the excess of expenses over Levenues
{uring an accounting penod

JEFINED BENEFET PENSION PLAN - A pension pian having rems
hat specify the ainount of penston benefits to be provided ar a futne date
i after a certan penzod of bme, the amount specified ususlly 15 a funcnon
»f ope or moi & factors such as age. years of se1vice, and compensation

JEPRECEATION - (17 Expiranon 16 the service iife of capital assets,
siher than washing assels, attnbutable to wem and rear. detenimanon,
cnon of the physical elements. madequacy and obsolescance (2} The
rortion of the cost of a caputal asset. othes than a wasting asset, charged as
n expanse dwimg 3 paricukl petind  In accounting for depreciation, the
ost of a capital asset, less any salvage value, 15 promated over the
stmated sernce Tife of such an asser, and each pertod s chaiged with a
orton of such cost  Through s process, the entiie cost of the Asset 16
imately chai ged off as an expense

'ESTGNATED FUND BALANCE - A portion of an umeserved fund
alance that has been "eararked” by the chuef excoutive officer o the
‘gislanve body for specified purposes

WE FROM OTHER FUNDS . An asset account used te mdicate
ugunts awed to a particulai fund by another fund for goods sold o
svices tendered  This account melodes only short-tenn obligatons on
pen account, not nterfund loans

VE TO OTHER FUNDS - A Lhalty account reflecting amounts owed
v a particular fund to another fund for goods sold o seivices rendered
hese ataounts include ouly short-term olhigations oh open account not
terfund loans

ECONOMIC  RESQURCES MEASUREMENT FOCUS -
Measuiement focus under which the amn of 4 set of financial statemeints is
to 1eport atl inflows, cutllows, and balmges affectmg ot teflecting an
entity’s nét assets The econanmic 1esouices measurement focus is vsed for
poprietary and fidseiary funds, as well as for government-wide Gaancial
reporiing  t 15 also used by business enterprises m the prrvate sectar

ENCUMBRANCES - C omamuiments 1elated to unpetfoimed {executory)
conteacts fo1 2oods or services  Used in budgetmg, encumbrances me net
GAAP expenditures o abifines, but represent the estimated mnounat of
expenditures nitimately o result 1f unperfonned contracts I process are
completad

ENTERPRISE FUND - Propretary fund type used to report an activity
for wiinch a fee 13 charged to ¢xtemal vsers Tor goods and seivices

EXCHANGE-LIKE TRANSACTION - Transachon i which there 1s an
identfisble exchange between the reportug gor emmenr and aunother party

but the values exchanged may not be gmre equal o1 the duect benetiis of
the exchange may not he exclusively for the parties to the exchange

EXPENDITURES - Decrenses in net financial 1esowrces  Expendshoes
mchide conent operating expenses 1equmnng die present ou futute use of
et cunent assels, debt service and capetal outlays, and intergovemimental
aranés, entitfement and shai ed revenues

EXPENDITURE-DRIVEN GRANTS - Government-mandated o
voluntary nan-exchange fransactions m which expenditute 15 the prine
factor for determuning eligibihty  Alse seferred to as reimbumsement
grants

EXPENSES - Cutilows or other asmg up of assets of mcurience of
Tabnlities (or 4 combinanon of both} fiom dehivering o1 praducing goods,
rendenng services Of catyng out ot achivitigs that conshitute the
entity's engeIng NA0r O) celttal operations

EXTERNAL AUDITORS - Indeperdent auditois typically engaged to
conduct an audut of a g 3! 4

EXTERMNAL INVESTMENT PGOL - An srrangement that commingles
{pools) the moneys of moie thar one legatly separate entity and mvests, on
the parhcipants’ behalf, m an mvestmeant portfolio, one o mote of the
participants 1s not part of the spomsors reportng entity  An exernal
mvestment pool can be sponsored by an indvedual goverunent. jomily by
moe than one govamment, o1 by a nongovemmental emhty  An
mvestment pool that 15 sponsored by an idiidual state o local
goverment s an exrernal mvestment pool 1 1t includes parhcrpation by a
lagally sepaiate enhity that 15 not part of the samwe 1eportmg enty as the
sponsoimg government  1f a government-sponsaied pool moludes only the
pranay govenunent and its component vts, 1f s an intentil s estment
poof and not an external investment pool

FAIR VALUE - The amount at wkuch a financal mstument could be
exchainged 1n 3 cunent tansacton between willing parties, other than it §
forced or hquidation sale

FIDUCIARY FUNDS - The nust and agency funds used to account fou
assets held by a govermnrent ynut m a tmustee capacity o as an agent for
mdnaduals povate orgrvzations, other govenwment wwia andor othey
funds

FINANCIAL RESOURCES - Resources ihat me o will become
avatlable for spending Fmancial vesqwces welude cash and resouices
aidmanily expected to be converted to cash (e g recervables, mvestments)
Financial 1esouices may also mclude nventones and prepaids (bacanse
they obuiate the need to expend current avaitable resources)

FISCAL AGENT - A fiduclary agent, usually a bank or county tieasmes,
who performs the function of paying debt puncipal and intezest when due

FUND - A fiscal and accoumting eniity with a self-balancing set of
accounts m winch cash and othes financial tesources, ail related habilrties
and 1esdual equties, o balances, and changes therem, are 1ecorded and
segregated to cany on specific actrvings or attam gertain objectives m
accoydance with special segaiations, restctions o hubtations
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FUND BALANCE - The &iffeience between fund assets and fund
habiltties of govermmental and suwula frust funds

FUND FINANCIAL STATEMENTS - Basc financial statements
piesented on the basis of funds Teim used m conhast with govermmens-
wide financral statemenis

FUND TYPE - Amy one of seven cotegonies mto which all funds are
classified 1n gos enunental accounting  The seven fund types me  general,
special 1evenue. debt service. capital projects. emterpiise internal service.
and trust fnd dgency

GENERAL FUND - The genelal fund 1s one of five g | fund

INFRASTRUCTURE - Loug-ived capital agsets that normally are
stationary mn nanie snd nonnally can be preserved for a significantly
greater number of years than most capiml assets  Examples of
mfrastructure assets maclude roads, bndges, tunnels, dranage systems,
watar and sew er systems, damws and hghting systems

INVESTMENT IN CAPITAL ASSETS, NET OF RELATED PEBT -
One of three compenents of net nssets that must be ieporfed m both
govetoment-wide and piopisetaty fund financial statements Related debt.
for tus purpose. mcludes the owstanding balances of any bonds.
tortgages, notes, of other bonowmgs that are attnbutable to the

types and typically serves as the chte! operating fund of the govemment
The general find 15 vsed to account for all financial 1esources except those
requned to be accounted for wa another fisd

GENERAL REVENUES - All 1gvenues that me not requuéd o be
teporied as plogram tevenugs  All taxes, even those that ae levied for 4
specific purpose, are geneial revenues and shoubd be reported by type of
fax - for example, property tax, sales tax, and teansrend ocoupancy tax Al
other nontax revenues (Inckading interest, plasts and contiibutionsy that do
not meet thie criena to be reported as proprast revenues should also be
teported as general revenies

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) -
‘The consenhons, rules. and procedures that serve as the notm for the farr
P of fi 1 The vanous sources of GAAP for
state and local governments are set forth by SAS No 69, The Meanmg of

Fresemy Fanly m Conformiiv with Generglfy Accepred dorounitig
Principles’ m ihe Independent duditor's Report

GOVERNMENT FINANCE OQFFICERS ASSOCIATION (GFOA) -
An associatton of pubhc finance professionals founded m 1906 as the
Munieipal Fraance Officers Assoc:ation The GFOA has plaved & majou
tole w1 the development and promotion of GAAP for state and local
goverinients shice 1ts mception and has sponsoied the Certificate of
Achievement for Excellence in Fiuiancial Reporting Piogran: since 1946

GOYERNMENTAL ACCOUNTING - The cotmposite achivity of
analyzing, Lecoiding, summanzing. 1eportng and mterpleting the financial
Hansachons of governments

GOVERNMENTAL ACCOUNTING STANDARDS BOARD ((GASB)
- The ultunnte authotitattve accousting and financial 1eporting standard-
setung body o1 stare and local governments The GASB was established
m June 1984 to replace the Nahonal Cowncy) on Governmental Accounting
{(NCGA)

GOVERRMENTAL ACTIVITIES - Achvhies geneably financed
thiough taxes, meigovermmentsl 1evenues, and ofher non-exchange
tevenues These acti ities are usoally 1eported 1 governmental fimds and
internal serace fands

GOVERNMENTAL FUNDS - Funds genetally nsed to account for tax-
supported achvines Thete ae e differest types of g0t ernmental fands
the general fund, specsal res enue funds, debt setwice funds, capital projects
funds and permanent finds

GOVERNMENT-WIDE FINANCEAL STATEMENTS - Fuancal
statemients that mcorpeime ali of a povernment's govemmental and
busness-type activibies, as well as s non-fiduciary component umits
Theie are two basic govermment-wide financial statements the statement
of net assets and the statement of activiees  Both basic governmental
financial statements are presented using the econonuc Lesomces
rigastiLement focus aind the accrual basis of accounting

IMPROVEMENT - An addition made fo. or change mnade . a capital
asset, other than mamtenance, to molong ds hie ¢ 10 Jicrease s
efticiency o1 capacity ‘The cost of the addmion 01 change 1s added to the
book value of the asset

INDIRECT EXFENSES - Expenses that cannot be specifically
assomated with & given séivice, progran:, ot departiment and Hhus. cannot
be clearly assocrated wath a parmiculay tunctionaf categon y

ac construchion, o1 improvement of capral asseis of the
govemment

INTERFUND RECEIVABLE/PAYABLE - Short-teru: joans made by
one fund to another. o1 the cwrent portion of an advance to or foyt
another fund

INTERFUND TRANSFERS - Flon of assets (such as cash or goods)
between funds and blended component umits of the primary goyemiment
without equuvalent flows of assets (n retum and without a Lequaement for
payment

INFTERNAL SERVICE FUND - A fund used to aceount for the financmg
of goods o services provided by one department or agency to othe
departments or agencies of a govermuent. or to other govemments, on a
cost-ienmburseinent basis

JOINT YENTURE - A legal entity or othel conhactual anangement m
which a goveriment participates as 4 sepaiate and specific activity for the
benefit of the public or s¢vice recipaents and i which the government
retatng an ongowg fnancial mterest

LAPSE - As applied 0 appiopuations, the automatic termimation of an
applopristion  Except for mndetenmmate approphiafions and contimung
appLopuiations, am appropuaties 1s made for 2 certan pened of ime At
the end of s perrod. any unexpended o1 unencumbered balance thereof
lapses. untess otherwise provided by law

LEASE.PURCHASE AGREEMENTS - Contractual agreements that are
termed leases. bt that 10 substance are purchase conhacts

LEGAL LEVEL OF BUDGETARY CONTROL - The level af which
spending 11 excess of budgeted amowmsts would be a viataton of law

LEVEL OF BUDGETARY CONTROL - The level at which 2
gosvermment’s t masy not reall Tesotices without specipl
approvl from the legistative bedy

LIABILITIES - Probable futne saciifices of economic benefits. anisimg
fiom present objigations of a parhcnla enfity to hansfer assets or provide
services 10 other entthies m the fotwe as 2 1esult of past hansactons or
events

LOANS RECEIVABLE - An asset account 1eflectng amounts ioaned to
draduals or orgamzations esrernal to a povernment, mcluding notes
taken as seounity fou sach loans  Loans 10 othet fands and poverimgnts
should be recorded and 1eported separaiely

MAJOR FUND - A govemmental fimd or enterpnse fund 1eported as a
sepasate column in e basic fund fluancial statements The general fimd s
aiways A mapor fund  Otherwise. wayor fimds are funds whose
levenues'expenditmes, assets o liabihties are at least 6 pecent of
corresponding totals for all government or enterpiise funds and at lenst 5
peicent of tize aggregate amosat for all govermnmental and enterprise funds
for the same stern  Any othel government o1 enterprise fund may be
r¢ported as 2 mayor fund of the povernment’s officials believe that fund 1s
particutarly important to financial statement users
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MANAGEMENT'S DISCUSSION AND ANALYSIS (MD4) - A
compoenent of required suppiementary inforiahion used © whoduce the
Basic financial statements and to proside an analytical oveniew of the
goverament's ficancial actzvitees

MEASUREMENT FOCUS - A way of piesenting an entiiy's financial
perforimance and posihon by cousidenng winch resowrces ate measurad
{fimanctal ot economc} and when the etfects of hansachons or events
wnvolviag those 1esources are recogmzed (the bass of accountmg}  The
meastrement focys of gov wide fi I st 8, prophetary
fund finaneial statements and fduciary fand financial statements s
economi; resomrces The measwement focus of govemmental fund
financial statements 15 cunent Binnneral resources

MODIFIED ACCRUAL BASIS . The accrual basis of accounting
adapted to the go fund-type focus  Unde o,
tevenues and other financial resource wcrements (eg bond issue
proceeds} aie recogmzed when they hecome susceptible 1o acoiual. that 1s
when they become hoth “measmable” and “avasiable to finance
expenditues of the curent peued ” "Available” means coliectible i the
coment pertod or soon enough theeafier to be used to pay habihiies of the
curtent penod  Geneally, expendiies ae recogmzed when the fund
lahity 15 mewreed Al govelnmental funds. expendable trust funds and
agency funds ae accourted for using the modified accrual bams of
acconnting

OTHER FINANCING SOURCES - An mcrease m cunent financial
resowces thar 15 1eported separately from revenues to avoud distoriing
1evenue uends The use of the other financing sources category 1s limited
1o wems so classified by GAAP

OTHER FINANCING USES - A decrease 1 cument financial vesources
that s ieported separately fiom expenditures to avord distortimg
expenditure iends The wse of other Gnancmg uses category 15 Imuted to
tems so classified by GAAP

OVERLAPFING DEBT - The proportionate shaze that property withw a
govenunent nwst bear of the debts of all local governments tocated whatly
o1 10 part within the geograplic boundaries of tie 1eporting govemningnt
Except for special assessment debt, the amount of debt of gach umt
applicable to the tepoiting umt 1 arpived ot by (1} dewtiniung what
pecentage of the total assessed value of the overlapping junisdiction lies
withtn the Timuts of the 1eporting wit. and (2) applymg this percentage to
the tota! debt of the overlapping junsdichion  Special assessment debt 15
allocated on the basis of the 1ano of assessment Tecervable i each
Jurssdictian. witch wili be used wholly ot m part to pay off the debt, to
rotal assessments receivable, which will be used whatly o1 i pat for thus

purpose

PROGRAM REVENUES - Teon used i connection with the
govemment-wide statement of actvities  Revenues that derive directly
from the progratt itself of fiom parties putside the 1gporting goveriment's
taxpayets ol cihzesry, 48 a whole, they reduce the net cost of the funchon
to be financed from the government's general revenyes

PROPRIETARY FUNDS - Fuads thar focus on the detennisation of
operating income, changes m net assets {of cost recovary). financial
position, and cash flows There me two different types of propuetary
funds emterprise funds and internal service funds

REBATABLE ARBITRAGE - A tem used m connectren with the
remvestment of the proceeds of tax-exempt debt A requnement to remit to
the federal govermuent mtersst revétiue 10 excess of miterest costs when
the proceeds fiom the sale of tax-exempt securities are 1emvested n 2
taxable money market instrument witl) 2 matenally higher yield

REPORTING ENTITY - The overmght wut and all of its component
uniis. if any that are combmed # the CAFR/BFS

REQUIRED SUPPLEMENTARY INFORMATION - Conssts of
statemenits, scheduies, statishical data or other mformation that accondhzg
to the GASB 15 necessa1y to supplement, althougl not required to be a pant
of the hasic finantial starements

RESERVED FUND BALANCE - The poriion of a governmental fund's
set assels that s not available for approprianon

RESTRICTED ASSETS - Assets whose use ts subject to conshaints that
ae either {a) externatly mmposed by crediteis (such as through debt
covenants), grantors, comtnbutors, laws o regulatons of the
goventments or (h) smposed by law thiough conshitubional previsions o
enabling legislation

RESTRICTED NET ASSETS - A comp aof net assets cal g by
1educinp the canymg value of restoted assets by the amount of amy
related debr ounsiandnig

RETAINED FEARNINGS - An equity accomnt reflectmg the accumulated
earungs of an enterpuse o3 nternal service fuad

REVENLUE BONDS - Bonds whose puncipal and inierest are payable
exclusively fiom eamngs of an emterpiise fund  In addibien 1o a pledge of
1evenues, such bonds sometsmes contan a morigage on e enterpnse
fimd's property

RISK MANAGEMENT - All the ways and means used to avod
accidentat loss of to ieduce its consequences 1f it does occur

SELF-INSURANCE - A term often used to descibe the retention by an
entity of a nsk of Joss ansing out of the ownersinp of property or fiom
some other cause, nstead of transferting that sk to an mdepeudent thard
party through the purchase of an nswance pohey It 15 sometumes
accomipanied by the setting aside of assets to fund any velated losses
Becanse 10 insurance 15 mvolved, the term self-msurance 15 & misnonel

SINGLE AUDIT - An andit perforimed in accordance wih the Single
Audd Act of 1997 and Office of Management and Budget's {OMB)
Cncalm A-1X3, Avdie of State and Local Govetaments ghd Non-Piofit
Orgamzations  The Smgle Audt Act allows oF tequites gon umients
tdepending on fhe amownt of federal assistance 1ecerved) 1o have one avdit
perfomed to meet the needs of ali federal agencies

SPECIAL DISTRICT - An dependest wut of local govemment
orgamzed to peiform a siagle gosernment funcrion o a resficted number
of related foncnions  Speasal distucts usually e the powet 10 meur debt
and levy faxes. howevel. ceitmn fypes of spectal disimiots me enhirely
dependent upon enterprise samungs and canuot impose taxes  Examples of
special distiiets ate water dishicts. dramage disticts. flood contiol
dishicts hospitat dishicts, fiue piotection distucts, cemetery distucts,
trausit authoi thes, port authorttias and electric power sithorities

SPECIAL REVENUE FUND - A fund used to accowsit for the proceeds
of specific tevenuy sousces {othet than ¢xpendable trusts o magen camital
projects) that axe legally restricted to expenditure for speaified purposes

TAX AND REVENUE ANTICIPATION NOTES {TRANS) - Notes
wsued (n anticipaton of the collechon of zaxes and 1evenwes, usually
1etirable only from tax coliections, and frequently only from the proceeds
of the thx and revenue levy whose collection they anticipare

TRUST FUNDS - Funds used to account for assets held by a gorernment
w A fustee capacrty for mdividuals, private migamzabions, other
governments and‘or othes funds

UNRESERVED UNDESIGNATED FUND BALANCE - That potien
of a fund balance that is avdilable for spendmg or appropuation and has
not been "earmarked" foe specified puposes by the ¢luef execonve officer
ot the legslative body

UNQUALIFIED QFINIGN - An opunon rendeted without reservation by
the independent sudior that financtal statements are fauly presenizd

UNRESERYED FUND BALANCE - That poroon of a fund balance
avaitable for spending or appropriation m the futue

URRESTRICTED NET ASSETS - That portion of net assets that 15
nesther 1estricted nor nvesied 1 capiial assers (et of reated debn)
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INTRODUCTION:

The County of Santa Barbara’s Investment Policy has been prepared in accordance with
State law. This policy is presented annually to the Treasury Oversight Committee for
review and to the Board of Supervisors for approval, pursuant to the requirements of
Sections 53646(a)} and 27133 of the California Government Code. The County
establishes investment policies that meet its current investment goals. The County may
change this policy as its investment objectives change.

I. POLICY STATEMENT

The purpose of this Investment Policy is to provide a basis for the implementation and
management of a prudent, conservative investment program. It is the policy of the Santa
Barbara County Treasurer (the Treasurer) to invest public funds in a manner which
provides the maximum security of principal invested with secondary emphasis on
achieving the highest return, while meeting the daily cash flow needs of the Investment
Pool participants and conforming to all applicable State statutes and County resolutions
governing the investment of public funds.

As an elected official of the County of Santa Barbara, the Treasurer must manage public
monies in a way that is consistent with investment oversight and sound investment
practices. To have a policy which only concerns itself with maximizing return is
reckless. The basic concept of investment management is the risk/reward relationship. A
higher promised retum on any investment may indicate a higher level of risk. Risk
management must be an integral part of any prudent investment policy. Risk
management must include adequate internal controls so Investment Pool participants and
the public have confidence that public monies are secure. Though all investments contain
a degree of nsk, the proper exercise of prudence, the maintenance of a high level of
ethical standards, and the proper delegation of authority reduces the potential for loss.

II. PURPOSES
This Investment Policy is set forth by the Treasurer for the following purposes:

A. To implement the tnvestment program in accordance with its legislative
parameters and the authority to invest which is hereby delegated to the Treasurer
by the Board of Supervisors;

B. To establish a clear understanding for the Board of Supervisors, County
management, responsible employees, citizens, and third parties of the objectives,

policies and guidelines for the investment of County idle and surplus funds;

C. To offer guidance to investment staff and any external investment advisors on the
investment of the Investment Pool; and
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D.

To establish a basis for evaluating results.

Hi. OBJECTIVES

The objectives of this Investment Policy are, in order of priority:

A,

Safety of principal. The primary objective of the Treasurer’s investment program
1s to safeguard mmvestment principal by mitigating exposure to risk factors,
mcluding, but not limited to, market (interest rate) risk, credit risk, and
reinvestment risk. Specific risk parameters are set forth in Sections X1 and XIIT.

Maintenance of sufficient liquidity to meet cashflow needs.

Attainment of a “market average rate of return” consistent with the primary
objectives of safety and hquidity.

Investments must always be in compliance with all federal, state and local laws
governing the investment of moneys under the control of the Treasurer, this
Investment Policy, and the Prudent Investor standard of care.

1V. SCOPE

This Statement of Investment Policy applies to county, school and special district fund
assets deposited in the County Treasury and under control of the Treasurer. It does not
apply to assets that are not deposited in the County Treasury, including, but not limited

to:

A

B.

Bond Funds (the investment of which is governed by the bond documents);

Assets of Investment Pool participants other than assets on deposit in the County
Treasury (which are the responsibility of the participant’s governing body); and

Deferred Compensation Plan assets (which are invested for the benefit of
participants in the Plan).

The Treasurer may direct specific-purpose assets belonging to the county or other
Investment Pool participants in instruments the earnings of which are not shared,
but credited to the specific-purpose fund. The investments for these direct
investment pools shall be made in accordance with this Policy, except that
mvestments may be for periods greater than five years when a longer term is
advantageous for the investment of money held for specific purposes.
Investments for periods longer than five years require prior approval of the
governing body in accordance with Government Code Section 53601.
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V. STANDARD OF CARE

A. The Prudent Investor Standard is the appropriate standard of care for the
Investment Pool. This standard shall be used by investment officials and shall be
applied in the context of managing an overall portfolio. Investment staff acting in
accordance with written procedures and the investment policy and exercising due
diligence shall be relieved of personal responsibility for an individual security’s
credit risk or market price changes, provided deviations from expectations are
reported within 30 days and appropriate action is taken to control adverse
developments.

B. The Prudent Investor Standard Defined: When mvesting, reinvesting,
purchasing, acquiring, exchanging, selling, or managing public funds, a trustee
shall act with care, skill, prudence, and diligence under the circumstances then
prevailing, that a prudent person acting in a like capacity and familiarity with
those matters would use in the conduct of a like character and with like aims, to
safeguard the principal and maintain the liquidity needs of the agency. Within the
limitations of this section and considering individual investments of an overall
strategy, a trustee is authorized to acquire investments as authorized by law.

VI. DELEGATION OF AUTHORITY

Authority to manage the County’s investment program is derived from the California
Government Code Sections 53600 et seq., and Sections 53630 ef seq.

Within the Treasurer’s office, only the Treasurer, Assistant Treasurer, Treasury Finance
Chief, and the Investment & Debt Officer are authorized to make investments and to
direct the receipt and delivery of investment securities at the custody bank.

VII. ETHICS AND CONFLICTS OF INTEREST

Individuals performing the mnvestment function and members of the Treasury Oversight
Committee shall maintain the highest standards of conduct. They must maintain their
independence and not have actual conflicts of interest. In addition, they shall avoid the
appearance of having conflicts of interest or having lack of independence.

All investment personnel shall disclose to the Treasurer any financial interests in financial
nstitutions that conduct business with the County of Santa Barbara and shall disclose any
material financial positions that could be related in a conflicting manner to the investment
strategies and performance of the County of Santa Barbara’s investment portfolio. In
accordance with State law, the Treasurer, Assistant Treasurer, Treasury Finance Chief, and
the Investment & Debt Officer shall complete and submit State of California Form 700,
Statement of Economic Interests Disclosure. Should any conflicts be disclosed, the
Treasurer will resolve such matters as soon as practical.
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The Treasurer, Assistant Treasurer, Treasury Finance Chief, Investment & Debt Officer, and
members of the Treasury Oversight Committee will not accept a gift or gifts aggregating
more than the Fair Political Practices Commission (FPPC) guidelines in a calendar year
from an advisor, broker, dealer, banker, or other persons with whom the Treasurer conducts
business.

The Treasurer, Assistant Treasurer, Treasury Finance Chief, Investment & Debt Officer, and
members of the Treasury Oversight Commitfec may not accept any honorarium from
advisors, brokers, dealers, bankers, or other persons with whom the Treasurer conducts
business or may, in the future, conduct business.

A member of the Treasury Oversight Committee may not be employed by an entity that has
contributed to the campaign of a candidate for the office of the Treasurer or a candidate for a
legislative body of a local agency that has deposited funds in the County Treasury in the
previous three years or while a member of the Committee. A member may not secure
employment with bond underwriters, bond counsel, security brokerages or dealers, or with
financial services firms during the period that the person is a member of the Committee or
for one year after leaving the Committee.

A member of the Treasury Oversight Committee may not directly or indirectly raise money
for a candidate for local treasurer or a member of the governing board of any local agency
that has deposited funds in the County Treasury while a member of the Committee.

VHI. SAFEKEEPING OF SECURITIES

To protect against potential losses by collapse of individual securities dealers, and to
enhance access to securities, interest payments and matunty proceeds, all secunties owned
by the County shall be deposited for safekeeping with the custodial bank that has contracted
to provide the Treasurer with custody and security clearance services or with a tri-party
custodian bank under a written tri-party custody agreement. These third party trust
department arrangements provide the County with a perfected interest i, ownership of and
control over the securities held by the bank custodian on the County’s behalf, and are
intended to protect the County from the bank’s own creditors in the event of a bank default
and filing for bankruptcy. Securities are not to be held in investment firm/broker dealer
accounts.

IX. DELIVERY VS. PAYMENT

All security transactions are to be conducted using industry-standard “delivery-versus-
payment” procedures.
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X. INTERNAL CONTROLS

The Treasurer shall establish and document a system of interal controls that is prudent and
comprehensive. Internal controls shall be designed to provide reasonable assurances that the
combined Investment Pool assets are protected. The concept of reasonable assurance
recognizes that the cost of control should not exceed the benefits likely to be derived.

Internal controls are designed to ensure separation of transaction authority from accounting
and record keeping and to prevent loss of public funds due to fraud, employee error,
misrepresentation by third parties, unanticipated market changes, or imprudent actions by
employees of the Treasurer’s office.

No investment personnel may engage in an investment transaction except as provided under
this investment policy and the procedures established by the Treasurer.

Xi. AUTHORIZED DEALERS AND INSTITUTIONS

The Treasurer shall determine which financial institutions are authorized to provide
investment services to the County. Institutions eligible to transact investment business with
the County include:

¢ Primary government dealers (including their parent and subsidiaries) as designated
by the Federal Reserve Bank;

¢ Nationally or state-chartered banks;
¢ The Federal Reserve Bank; and
e Direct issuers of securities eligible for purchase by the County.

Selection of financial institutions and broker/dealers authorized to engage in transactions
with the County shall be at the sole discretion of the County.

All financial institutions which desire to become authorized dealers for investment
transactions must complete the Santa Barbara County’s “Request For Qualification” form
Each qualified dealer must certify in writing that they have reviewed the relevant California
Government Code Sections and the County’s Investment Policy and that all securities
offered to the County shall comply fully and in every instance with all provisions of the
Code and with this Investment Policy.

The authorized dealers and financial institutions must not have made any political
contribution to the Treasurer, Board of Supervisors or candidates for these offices for 48
months before and any time during their engagement with the County.
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The authorized dealers and financial institutions must agree not to provide any honoraria,
gift, or gratuity to any Santa Barbara County investment personnel or to any member of
the Treasury Oversight Committee.

Public deposits shall be made only in qualified public depositories within the State of
Califorma as established by State law. Deposits shall be insured by the Federal Deposit
Insurance Corporation, or, to the extent the amount exceeds the insured maximum, shall be
collateralized with securities in accordance with State law.

The Treasurer, or designee, will create and review periodically an approved list of firms
and financial institutions authorized to do business with the Treasurer. The Treasurer

will maintain firms on the authorized list as long as 1t is in the best interest of the County
to do so.

XII. PERMITTED INVESTMENTS
A. Authorized Investments

All investments shall be made in accordance with the California Government
Code Sections 53630 er seq. and as described within this Investment Policy.
Percentage allowances per this policy shall be determined by the overall portfolio
size at book value on the close of the date any security is purchased. Permitted
investments under this policy shall include:

1. Securities issued by the US Treasury, provided that
a. There shall be no restriction on the percentage of portfolio investment in
US Treasury securities, and
b. The final maturity shall not exceed five years.

2. Securities issued and fully guaranteed as to payment by an agency, or

government sponsored enterprise of the US Government, provided that

a. There shall be no restriction on the percentage of portfolio investment in
US Government agencies and sponsored enterprises,

b. The final maturity shall not exceed five years, unless specifically
authorized by the governing body, and

c. The issuer shall be rated AAA by at least two of the three major rating
services of Moody’s, S&P, and Fitch,

3. Bonds, notes, warrants or certificates of indebtedness issued by the state of
California, local agencies within California, or the County of Santa Barbara

provided that
a. The maximum allowable portfolio investment in this category shall be
10%,

b. The final maturity shall not exceed five years,
¢. Prior approval of the Treasurer is obtained, and
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d.

The issuer shall be rated AAA by at least two of the three major rating
services of Moody’s, S&P, and Fitch.

4. Banker’s acceptances provided that

a.

b.
C.

d.

The maximum allowable portfolio investment in banker’s acceptances
shall be 40%,

The final maturity shall not exceed 180 days,

Maximum exposure to any one issuer shall be limited to 5% of the total
portfolio, and

The issuer’s short term obligations shall be rated by at least two of the
three major rating services a minimum of P1 by Moody’s, Al by S&P or
F1 by Fitch.

5. Commercial Paper provided that

a.

b.
c.

The maximum allowable portfolio investment in commercial paper shall
be 40%,

The final maturity shall not exceed 270 days,

The obligation is issued by a US corporation with total assets exceeding
$500 million,

The investment in paper of any one issuer may not exceed 10% of the
outstanding debt of that 1ssuer,

Maximum exposure to any one issuer (including MTNs, CP, and other
obligations) shail be limited to 5% of the total portfolio, and

The issuer’s short term obligations shall be rated by at least two of the
three major rating services a minimum of P1 by Moody’s, Al by S&P or
F1 by Fitch.

6. State of California Local Agency Investment Fund (LAIF) provided that

a.

b.

The County may invest up to the maximum amount permitted by LAIF,
and

the fund’s reports allow the Treasurer to adequately judge the risk inherent
in LAIF’s portfolio.

7. Investment Trust of California (CalTRUST) provided that

a.
b.

The trust’s policies adhere to Government Code 6509.7, and

the trust’s reports allow the Treasurer to adequately judge the risk inherent
m CalTRUSTs portfoho.

8. Negotiable certificates of deposit (NCDs) provided that

a.
b.
C.

d.

The maximum allowable portfolio investment in NCDs shall be 30%,

The final maturity shall not exceed one vear,

Maximum exposure to any one issuer shall be Iimited to 5% of the total
portfolio, and

The issuer’s short term obligations shall be rated by at least two of the
three major rating services a minimum of P1 by Moody’s, Al by S&P or
F1 by Fitch.
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€.

The issuer shall be a national or state chartered bank or a licensed branch
of one of the top 100 foreign banks.

9. Bank deposits (Non-negotiable certificates of deposit) which are fully
collateralized with securities in accordance with California law, provided that

10.

I11.

12.

a.

b.

The maxinmum allowable portfolio investment in time non-negotiable
certificates of deposit shall be 10%, and
The final maturity shall not exceed one year.

Repurchase agreements collateralized with securities authorized under
XILA 1. and XIL.A.2 of this policy maintained at a level of at least 102% of
the market value of the repurchase agreements, provided that

a.
b.

There shall be no restriction on the percentage of portfolio mvestment.
The maximum allowable portfolio mvestment in repurchase agreements
shall be one year,

The repurchase agreements are the subject of a master repurchase
agrecement between the County and the provider of the repurchase
agreement. The master repurchase agreement shall be substantially in the
form developed by the Public Securities Association, and

The counterparty to the repurchase agreements is a primary government
securities dealer as designated by the Federal Reserve Bank of New York
and state chartered banks.

Securities lending and reverse repurchase agreements

a.

The total of reverse repurchasc agreements and securities that are subject
to a securities lending agreement may not exceed 20% of the County’s
total portfoho,

To the extent that the County’s authorized securities lending agent does
not utilize the full 20% allocation, the County may enter into reverse
repurchase agreements in accordance with the government code. The term
to maturity of such reverse repurchase agreements may not exceed 92
days, and the matunty of securities purchased with the proceeds of reverse
repos must match the maturity of the reverse repurchase agreement, and
The counterparty to the agreements is a primary government securities
dealer as designated by the Federal Reserve Bank of New York.

Medium Term or Corporate Notes (MTNs) provided that

a.
b.
c.

d.

The maximum allowable portfolio investment in MTNs shall be 30%,

The final maturity shall not exceed 5 years,

The maximum allowable portfolio investment in MTNs with maturity in
excess of 3 years shall be 10%,

The obligation shall be issued by a corporation organized and operating
within the U.S. or by a depository institution licensed in the U.S. or any
state and operating within the U.S.,

Maximum exposure to any one issuer {including MTNs, CP and other
obligations) shall be limited to 5% of the total portfolio, and
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f.

The issuer shall be rated AA by at least two of the three major rating
services of Moody’s, S&P, and Fitch if maturity is greater than 3 years.
The issuer shall be rated AA- by at least two of the three major rating
services of Moody’s, S&P, and Fitch if maturity is 3 years or less.

3. Money Market Mutual Funds provided that

a.

b.
C.

The maximum allowable portfolio investment in Money Market Funds
shall be 15%,

The Fund is registered with the Securities and Exchange Commission,

The Fund must have as one of its primary objectives that 1t will strive to
maintain a $1.00 net asset value and share price,

The Fund shall have retained an investment advisor registered or exempt
from registration with the Securities and Exchange Commission with not
less than five years expernience investing mn the securities and obligations
authorized by California Government Code Section 53601 (a through j)
and with assets under management in excess of $500 million, and

The 1ssuer shall be rated AAA by at least two of the three major rating
services of Moody’s, S&P, and Fitch.

B. Prohibited Investment and Practices

1.

State law notwithstanding, any investments not specifically described herein
are prohibited, including, but not limited to, mutual funds (other than money
market funds as described above), unregulated and/or un-rated mvestment
pools or trusts, collateralized mortgage obligations and futures and options.

In accordance with Government Code Section 53601.6, investments in mverse
floaters, range notes, or mortgage derived interest-only strips 1s prohibited.

Investment in any security that could result in a zero interest accrual if held to
maturity is prohibited.

4. Purchasing or selling securities on margin is prohibited.

XIII. PORTFOLIO RISK MANAGEMENT

A. Mitigating Credit Risk in the Portfolio

Credit risk is the risk that a security or a portfolio will lose some or all of its value
due to a real or perceived change in the ability of the issuer to repay its debt. The
Treasurer shall mitigate credit risk by adopting the following strategies:

1.

The diversification requirements included in Section XII (A) are designed to
mitigate credit risk in the portfolio.

10
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2. No more than 5% of the total portfolio may be invested in securities of any
single issuer, other than the US Government, its agencies and sponsored
enterprises.

3. The County may elect to sell a security prior to its maturity and record a
capital gain or loss in order to improve the quality, liquidity or yield of the
portfolio 1n response to market conditions or the County’s risk preferences.

4. I the securities owned by the County are downgraded by Moody’s, S&P, or
Fitch to a level below the quality required by this Investment Policy, it shall
be the County’s policy to review the credit situation and make a determination
as to whether to sell or retain such securities in the portfolio. The Treasurer
will use discretion in deternining whether to sell or hold the security based on
its current maturity, the loss in value, the economic outlook for the issuer, and
other relevant factors.

5. The Treasurer will continue to monitor and reevaluate the security on a
weekly basis in order to reaffirm or change the decision to hold a downgraded
security.

6. If a decision is made to retain a downgraded security in the portfolio, the
status of the investment will be reported quarterly to the Board of Supervisors.

. Mitigating Market Risk in the Portfolio

Market risk is the risk that the portfolio will decline in value (or will not optimize
its value) due to changes in the general level of interest rates. The County
recognmizes that, over time, longer-term portfolios generally achieve higher
returns. On the other hand, longer-term portfolios have a higher volatility of
return. The County shall mitigate market risk by providing adequate liquidity for
cash needs, and by making longer-term investments only with funds that are not
needed for current cash flow purposes. The County further recognizes that certain
types of securities, including variable rate securities, and securities with
embedded options, will affect the market risk profile of the portfolio differently in
different interest rate environments. The County, therefore, adopts the following
strategies to control and mitigate its exposure to market risk:

1. All investments are categorized according to the period of time from settlement
date to maturity date. Market circumstances and risk-retum calculations for
increased yield may require an extended schedule. In no event shall more than
75 percent of the funds available be invested for longer than one year.

2. The maximum stated final maturity of individual securities in the portfolio
shall be five years, except as otherwise stated in this policy. The five-year
maturity of callable securities is measured to the final maturity date, not to a
call date.

11
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3. Maturity of investments should be governed by the Treasury’s demand for funds
through analysis of revenue and expenditure activity over prior periods. The
portfolio shall be structured in such manner that securities mature concurrent
with cash needs.

C. Mitigating Reinvestment Risk in the Portfolio
Reinvestment risk is the risk that cash flows from securities will be reinvested at
interest rates that are lower than the rate of the original investment. Securities
that are highly subject to reinvestment risk include mortgage-backed and callable

securities.

The County, therefore, adopts the following strategies to control and mitigate its
exposure to reinvestment risk:

1. The portfolio shall include securities with a range of durations and maturities.
2. Mortgage-backed securities are prohibited.

3. Investment in callable securities is limited to 50%.

X1V. PERFORMANCE AND PROGRAM EVALUATION

The Treasurer shall submit quarterly reports to the Treasury Oversight Committee, the
Investment Pool participants, the Auditor Controller, and the Board of Supervisors. These
reports shall contain sufficient information to permit an informed outside reader to evaluate
the performance of the investment program and shall be in compliance with Government

Code.
The mvestment portfolio shall be designed with the overall objective of obtaining a total rate

of return throughout economic cycles that is commensurate with investment risk constraints
and cash flow needs,

XV. REPORTING AND DISCLOSURE
A. Monthly Reports

The Investment Officer shall submit a report to the Treasurer on a monthly basis
that includes at a minimum, the following:

1. A detailed listing of assets in the portfolio, including cost and current market
value (including accrued interest);

12
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2. A table displaying the distribution of the portfolio by maturity and by
duration;

3. A table displaying the elements of the Investment Policy and the level of
portfolio compliance with each;

4. A complete list of the corporate positions (MTNs, commercial paper and other
non-governmental issues) in the portfolio displaying credit ratings by
Moody’s, S&P and Fitch, as well as “credit watch” status and outlook; and

5. A brief description of any significant events or news that affect any of the
portfolio holdings.

. Quarterly Reports

The Treasurer shall submit quarterly investment reports to the Board of
Supervisors. These reports shall disclose, at a minimum, the following
information about the risk characteristics of the County’s portfolio:

1. An asset listing showing par value, cost and market value of each security,
type of investment, issuer, and interest rate;

2. A one-page summary report showing:

a. average maturity of the portfolio;

b. maturity distribution of the portfolio;

c. a statement of compliance with investment policy, including a schedule of
transactions or holdings which do not comply with this policy or with the
California Government Code, with a justification for their presence in the
portfolio and a timetable for resolution; and

d. a statement that the County has adequate funds to meet its cash flow
requirements for the next six months.

. Semi-Annual Reports

The Treasurer shall submit a copy of the quarterly investment report, as submitted
to the Board of Supervisors, to the California Debt and Investment Advisory
Commission (CDIAC) twice a year. The quarterly report for the year ending June
30, shall be submitted no later than the end of August. The quarterly report for
the period ending December 31, shall be submitted no later than the end of
February.

13
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D. Annual Reports

The investment policy shall be reviewed at least annually to ensure its consistency
with the overall objectives of preservation of principal, liquidity and return, and

its relevance to current law and financial and economic trends.

A copy of the investment policy shall be submitted to the California Debt and
Investment Advisory Commission (CDIAC) each calendar year and within 60

days of any amendment to the investment policy.

Any internal or external audit reports shall be presented to the Treasury Oversight

Committee, together with a plan of implementation of audit recommendations.

XVL TREASURY OVERSIGHT COMMITTEE

The Board of Supervisors shall establish a Treasury Oversight Committee pursuant to
Section 27131 of the California Government Code. The Committee shall consist of
between three and eleven member nominated by the Treasurer and confirmed by the
Board of Supervisors. Any changes to the Investment Policy Statement shall be
reviewed by the Treasury Oversight Committee.

Pursuant to Section 53646 and 53607 of California Government Code, the Treasurer
shall annually render to the Board of Supervisors for review and approval the
Investment Policy Statement and renew the delegation of investment authority.

Pursuant to California Government Code Section 27137, the county treasury oversight
committee is not allowed to direct individual investment decisions, select individual
investment advisors, brokers, or dealers, or impinge on the day-to-day operations of the
county treasury.

XVIL COST AND EARNINGS APPORTIONMENT

Prior to quarterly interest distribution, actual investment costs incurred by the Treasurer will
be deducted from the interest earmnings of the Investment Pool. The costs are described in
Government Code Sections 27013, 27133 and 27135 and include, but are not limited to,
portfolio management, bank and custodial fees, sofiware maintenance fees, and other

mdirect costs incurred from handling or managing funds.

The Investment Pool earnings distributed to each participant are proportionate to the average
daily balance of the amounts on deposit by the participant. The County Auditor-Controller
conducts the apportionment process based on the net earnings of the Investment Pool each
quarter. In the event there is a negative balance in a patticipant’s fund at any time, it shall

reduce the average daily balance for the fund.
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XVII. VOLUNTARY PARTICIPANTS

The Treasurer does not solicit any agency’s voluntary entry into the Investment Pool.
However, should any agency solicit entry, the agency shall comply with the
requirements of section 53684 of the Government Code and provide to the Treasurer
a resolution adopted by their governing board stating that they have excess funds
available for the purpose of mvestment. The resolution shall specify the amount of
monies to be invested, the person authorized to coordinate the transaction, the
anticipated time frame for deposit, and the agency’s willingness to be bound to the 30
day written notice requirement for withdrawals, as well as the Treasurer’s ability to
deduct pro-rata administrative charges permitted by Section XVII of this investment
policy. Any solicitation for entry into the Investment Pool must have the Treasurer’s
prior written approval.

XIX. PARTICIPANT WITHDRAWAL

Before a local agency withdraws funds from the Investment Pool, it must submit a
withdrawal request to the Treasurer. The Treasurer shall review the withdrawal request
based on the size of the withdrawal, the remaining balances in the Investment Pool after
the withdrawal, current market conditions, effect on cash flows, availability of funds, the
circumstances involving the request, and whether the withdrawal would adversely affect
other depositors in the Investment Pool. Exiting pool participants will not recognize
posted GASB 31 fair market value gains or losses, except in extraordinary
circumstances, as defined by the Treasurer at that time.

XX. LEGISLATIVE CHANGES

Any State of California legislative action that further restricts allowable maturities,
mvestment type, or percentage allocations will be incorporated immediately into the
Investment Policy.

15
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Appendix I

AUTHORIZED INVESTMENT SUMMARY TABLE

AUTHORIZED DIVERSIFICATION PURCHASE MATURITY CREDIT QUALITY
INVESTMENTS RESTRICTIONS (S&P/MOODY S/FITCH)
U.S. Treasury Obligations 100% None Max 5 years NA
Notes, participation’s or
obligations issued by an agency 100% None Max 5 years AAA
of the federal government or
U.S. govemment sponsored
enterprises
Bonds, notes, warrants, or
certificates of indebtedness 10% With approval of Max 5 year AAA by at least 2 of the 3
issued by the state or local Treasurer rating agencies
agencies or County of Santa
Barbara
Bankers Acceptances among Al /P1/F] by at least 2 of
the 100 largest banks by size of 40% Max 5% of portfolio | Max 180 days the 3 rating agencies
deposiis. per_issuer
Max 10% of
Commercial paper of U.S. 40% outstanding paper of | Max 270 days | Al/P1/F1 by atleast2 of
corporations with total assets any one issuer & max the 3 rating agencies
exceeding $500,000,000 5% per any one
issuer
State of California- Local
Agency Investment Fund As limited by LAIF As limited by LAIF NA NA
(LAIF)
Investment Trust of California As Limited by As Limited by NA NA
(CalTRUST) CalTRUST CalTRUST
Negotiable CDs issued by
national or state chartered 30% Max 5% of any one Max 1 year Al/P1/F1 by at least 2 of
banks or a licensed branch of issuer the 3 rating agencies
the top 100 foreign banks
Collateralized Time Deposits As stipulated in Ca.
10% Government Code Max 1 vear NA
53630 et al
Repurchase Agreements with Contract must be on Restricted to primary
102% collateral limited to U.S, 100% file 1 yr dealers and state chartered
treasuries & agencies with banks on eligible list
maturity not exceeding 5 yrs
Reverse Repurchase Contract must be on Restricted to primary
Agreements 20% file 92 days dealers on ¢ligible list
Medium Term Notes or AA by at least 2 of the 3
Corporate Notes on U.S. 30%/ 10%in maturity | Max 5% of any one Max 5 years rating agencies if more than
corporation greater than 3 years issuer 3 yrs; AA-up to 3 yrs
Money Market mutual funds Registered with SEC; AAA by at least 2 of the 3
that meet requirements of Ca. 15% no NAV adjustments; Immediate rating agencies
Government Code no front end loads liquidity
Callable Securities 50% As above As above As above
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Appendix 11
GLOSSARY OF TERMS

ACCRUED INTEREST - The amount of interest that is earned, but unpaid since the
last payment date.

BANKERS ACCEPTANCES — A draft or bill or exchange accepted by a bank or trust
company. The accepting institution, as well as the issuer, guarantees payment of the
bill. With the credit strength of a bank behind it, the bankers acceptance usually
qualifies as a money market instrumeni. In its simplest and most traditional form, a
bankers acceptance 1s merely a check drawn on a bank by an importer or exporter of
goods.

BASIS POINT - A umt of measurement used in the valuation of fixed-income securities
equal to 1/100 of 1 percent of yield, e.g., "1/4" of 1 percent is equal to 25 basis points.

BID - The indicated price at which a buyer is willing to purchase a security or
commodity.

BOOK ENTRY - The system maintained by the Federal Reserve, by which most money
market securities are delivered to an investor’s custodian bank. The Federal Reserve
maintains a computerized record of the ownership of these securities and records any
changes in ownership corresponding to payments made over the Federal Reserve wire
(delivery versus payment).

BOOK VALUE - The value at which a security 1s carried on the inventory lists or other
financial records of an investor. The book value may differ significantly from the
security's current value in the market.

BROKER/DEALER — Any person engaged in the business of effecting transactions in
securitics in this state for the account of others or for her/his own account. Broker/dealer
also includes a person engaged in the regular business of issuing or guaranteeing options
with regard to securities not of her/his own issue.

CALTFORNIA DEBT AND INVESTMENT ADVISORY COMMISSION (CDIAC)-
The CDIAC provides information, education, and technical assistance on public debt and
investments to local public agencies and other public finance professionals.

CALLABLE BOND - A bond issue in which all or part of its outstanding principal
amount may be redeemed before maturity by the issuer under specified conditions.

CALL PRICE - The price at which an issuer may redeem a bond prior to maturity. The

price is usually at a slight premium to the bond's original 1ssue price to compensate the
holder for loss of income and ownership.

17


txs

txs


CALL RISK - The risk to a bondholder that a bond may be redeemed prior to maturity.

CASH SALE/PURCHASE - A transaction which calls for delivery and payment of
securities on the same day that the transaction 1s initiated.

COLLERATERALIZATION - Process by which a borrower pledges securities,
property, or other deposits for the purpose of securing the repayment of a loan and/or
security.

COMBINED INVESTMENT POOL - The county maintains a combined Investment
Pool with cash and investments which provide cash flow for the funding needs of the
participants. The combined Investment Pool is managed by the Santa Barbara County
Treasurer. The combined Investment Pool is carried at amortized cost and includes
accrued interest.

COMMERCIAL PAPER - An unsecured short-term promissory note issued by banks,
corporations and other borrowers with temporarily idle cash, with maturities ranging
from 2 to 270 days. Such instruments are usually discounted, although some are interest
bearing. It is issued only by top-rated concerns and is nearly always backed by bank
lines of credit.

CONFIRMATION - Formal memorandum from a broker/dealer to the Treasurer giving
the details of a securities transaction, 1.e., purchase or sale.

COUPON RATE - The annual rate of interest received by an investor from the issuer of
certain types of fixed-income securities. Also known as the "interest rate.”

CREDIT QUALITY - The measurement of the financial strength of a bond issuer. This
measurement helps an investor to understand an issuer's ability to make timely interest
payments and repay the loan principal upon maturity. Generally, the higher the credit
quality of a bond issuer, the lower the interest rate paid by the issuer because the risk of
default is lower. Credit quality ratings are provided by nationally recognized rating
agencies.

CREDIT RISK - The risk to an investor that an issuer will default in the payment of
interest and/or principal on a security.

CURRENT YIELD (CURRENT RETURN) - A vield calculation determined by
dividing the annual interest received on a security by the current market price of that
security.

CUSTODIAN/CUSTODY - The financial institution where the investments purchased
by the County Treasury are held.
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DELIVERY VERSUS PAYMENT (DVP) - A type of securities transaction in which
the purchaser pays for the secunties when they are delivered either to the purchaser or
his/her custodian.

DERIVATIVE - Financial instrument created from, or whose value depends upon, one
or more underlying assets or indexes of asset values.

DISCOUNT - The amount by which the par value of a security exceeds the price paid for
the security.

DIVERSIFICATION - The spreading of risk by investing in assets among a range of
security types by sector, maturity, and quality rating.

DURATION - A measure of the timing of the cash flows, such as the interest payments
and the principal repayment, to be received from a given fixed-income security. This
calculation is based on three variables: term to maturity, coupon rate, and yield to
maturity. The duration of a security 1s a useful indicator of its price volatility for given
changes in interest rates.

EARNINGS APPORTIONMENT - The quarterly interest distnbution to the
Investment Pool participants where the actual investment costs incurred by the Treasurer
are deducted from the interest eamings of the Investment Pool.

FAIR VALUE - The amount at which an investment could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation sale.

FEDERAL FUNDS - Funds placed in Federal Reserve banks by depository institutions
in excess of current reserve requirements. These depository institutions may lend Fed
funds to each other overnight or on a longer basis. They may also transfer funds among
each other on a same-day basis through the Federal Reserve banking system. Fed funds
arc considered to be immediately available funds.

FEDERAL FUNDS RATE - Interest rate charged by one institution lending Federal
funds to the other.

FITCH 1IBCA, INC. (FITCH) — One of the three best known rating agencies in the
United States, the others being Moody’s Investment Service, Inc. (Moody’s), and
Standard and Poor’s Corporation (S & P). The County Treasury uses all three as its
primary rating sources in determining eligibility for securities purchases.

GUARANTEED INVESTMENT CONTRACTS (GICS) - An agreement
acknowledging receipt of funds for deposit, specifying terms for withdrawal, and
guaranteeing a rate of interest to be paid.

GOVERNMENT SECURITIES - An obligation of the U.S. government, backed by the
full faith and credit of the government. These securities are regarded as the hghest
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quality of investment securities available in the U.S. securities market. See "Treasury
Bills, Notes, and Bonds."

HIGHLY LIQUID - The most eminent type of security that is easily converted to cash
because there are many interested buyers and sellers to trade large quantities at a
reasonable price.

IDLE FUNDS - funds in the combined Investment Pool not required for immediate cash
needs.

ILLIQUID — A security that is difficult to buy or sell or has a wide spread between bid
price and offer price in the secondary market. There are few buyers and sellers willing to
trade large quantities at a reasonable price.

INFORMAL COMPETITIVE BID — A verbal or written bid submitted to the County
Treasury by a broker/dealer for a specific 1ssue at a specific price or yield.

INTEREST RATE - See "Coupon Rate."

INTEREST RATE RISK - The nsk associated with declines or rises in interest rates
which cause an investment in a fixed-income security to increase or decrease in value.

INTERNAL CONTROLS - An internal control structure designed to ensure that the
assets of the entity are protected from loss, theft, or misuse. The internal control structure
is designed to provide reasonable assurance that these objectives are met. The concept of
reasonable assurance recognizes that 1) the cost of a control should not exceed the
benefits likely to be derived and 2) the valuation of costs and benefits requires estimates
and judgments by management. Internal controls should address the following points:

1. Control of collusion - Collusion 1s a situation where two or more employees are
working in conjunction to defraud their employer.

2. Separation of transaction authority from accounting and record keeping - By
separating the person who authorizes or performs the transaction from the people
who record or otherwise account for the transaction, a separation of duties is
achieved.

3. Custodial safekeeping - Securities purchased from any bank or dealer including
appropriate collateral (as defined by state law) shall be placed with an
mdependent third party for custodial safekeeping.

4. Aveidance of physical delivery securities - Book-entry securities are much
easier to transfer and account for since actual delivery of a document never takes
place. Delivered securities must be properly safeguarded against loss or
destruction. The potential for fraud and loss increases with physically delivered
securities.

5. Clear delegation of authority to subordinate staff members - Subordinate staff
members must have a clear understanding of their authority and responsibilities to
avoid improper actions. Clear delegation of authority also preserves the internal
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control structure that is contingent on the various staff positions and their
respective responsibilities.

6. Written confirmation of transactions for investments and wire transfers -
Due to the potential for error and improprieties arising from telephone and
electronic transactions, all transactions should be supported by written
communications and approved by the appropriate person. Written
communications may be via fax if on letterhead and if the safekeeping institution
has a list of authorized signatures.

7. Development of a wire transfer agreement with the lead bank and third-
party custodian - The designated official should ensure that an agreement will be
entered into and will address the following points: controls, security provisions,
and responstbilities of each party making and receiving wire transfers.

INVERTED YIELD CURVE - A chart formation that illustrates long-term securities
having lower yields than short-term securities. This configuration usually occurs during
periods of high inflation coupled with low levels of confidence in the economy and a
restrictive monetary policy.

INVESTMENT POLICY - A concise and clear statement of the objectives and
parameters formulated by an investor or investment manager for a portfolio of investment
securities.

INVESTMENT-GRADE OBLIGATIONS - An mvestment istrument suitable for
purchase by institutional tnvestors under the prudent person rule. Investment-grade 1s
restricted to those obligations rated BBB or higher by a rating agency.

LIQUID - An asset that can be converted easily and quickly into cash because of the
willingness of interested buyers and sellers to trade large quantities at a reasonable price.

LOCAL AGENCY INVESTMENT FUND (LAIF) — The State of California
investment pool in which money of local agencies is pooled as a method for managing
and investing local funds.

LOCAL AGENCY OBLIGATION -~ An imdebtedness issued by a local agency,
department, board, or authority within the State of California.

LONG-TERM - A security with the maturity greater than one year.

MARK-TO-MARKET - The process whereby the book value or collateral value of a
security is adjusted to reflect its current market value.

MARKET RISK - The risk that the value of a security will rise or decline as a resuit of
changes in market conditions.

MARKET VALUE - The price at which a security is trading and presumably could be
purchased or sold at a particular point in time.
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MATURITY - The date on which payment of a financial obligation is due. The final
stated maturity is the date on which the issuer must retire a bond and pay the face value to
the bondholder. See "Weighted Average Maturity."

MEDIUM TERM NOTES -~ Corporate Notes and Deposit Notes that are obligations of
banks, corporations, and insurance companies. They are 1ssued at a specific rate of return
for a specific period of time.

MONEY MARKET MUTUAL FUND - Mutual funds that invest solely in money
market instruments (short-term debt instruments, such as Treasury bills, commercial
paper, bankers' acceptances, repos and federal funds).

MOODY’S INVESTORS SERVICE, INC. (Moody’s) - One of the three best known
rating agencies in the United States, the others being Standard and Poor’s Corporation (S
& P) and Fitch IBCA, Inc. (Fitch). The County Treasury uses all three as its primary
rating sources in determining eligibility for securities purchases.

MUTUAL FUND - An investment company that pools money and can invest in a variety
of securities, including fixed-income securities and money market instruments. Mutual
funds are regulated by the Investment Company Act of 1940 and must abide by the
following Securities and Exchange Commission (SEC) disclosure guidelines:

I. Report standardized performance calculations.

2. Disseminate timely and accurate information regarding the fund's holdings,
performance, management and general investment policy.

3. Have the fund's investment policies and activities supervised by a board of
trustees, which are independent of the adviser, administrator or other vendor of
the fund.

4. Maintain the daily liquidity of the fund's shares.

Value their portfolios on a daily basis.

6. Have all individuals who sells SEC-registered products licensed with a self-
regulating organization (SRO) such as the National Association of Securities
Dealers (NASD).

7. Have an investment policy governed by a prospectus which 1s updated and filed
by the SEC annually.

-

NATIONAL ASSOCIATION OF SECURITIES DEALERS (NASD) - A self-
regulatory organization (SRO) of brokers and dealers in the over-the-counter securities
business. Its regulatory mandate includes authority over firms that distribute mutual fund
shares as well as other securities.

NEGOTIABLE CERTIFICATE OF DEPOSIT - A Money Market instrument

representing a receipt from a bank for a deposit at a specified rate of interest for a
specified period of time that is traded in the secondary markets.
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NET ASSET VALUE - The market value of one share of an investment company, such
as a mutual fund. This figure is calculated by totaling a fund's assets which includes
securities, cash, and any accrued earnings, subiracting this from the fund's liabilities and
dividing this total by the number of shares outstanding. This is calculated once a day
based on the closing price for each security in the fund's portfolio.

NO LOAD FUND - A mutual fund which does not levy a sales charge on the purchase
of its shares.

NOMINAL YIELD - The stated rate of interest that a bond pays its current owner, based
on par value of the security. It is also known as the "coupon,” "coupon rate,” or "mterest
rate."

NONCALLABLE - A bond that is exempt from any kind of redemption for a stated
time period.

NOTE - A written promise to pay a specific amount to a certain entity on demand or on
a specified date.

OFFER - An indicated price at which market participants are willing to sell a security or
commodity. Also referred to as the "Ask price."

PAR - Face value or principal value of a bond, typically $1,000 per bond.

PORTFOLIO -~ Combined holding of more than one stock, bond, cash equivalent, or
other asset. The purpose of a portfolio is to reduce risk by diversification.

POSITIVE YIELD CURVE - A chart formation that illustrates short-term securities
having lower yields than long-term securities.

PREMIUM - The amount by which the price paid for a security exceeds the security's
par value.

PRIMARY DEALER — A group of securities dealers that submit daily reports of market
activity and positions and monthly financial statements to the Federal Reserve Bank of
New York and are subject to its informal oversight. Primary dealers include Securities
and Exchange Commission (SEC) registered securities broker-dealers and banks.

PRIME RATE - A preferred interest rate charged by commercial banks to their most
creditworthy customers. Many interest rates are keyed to this rate.

PRINCIPAL - The face value or par value of a debt instrument. Also may refer to the
amount of capital invested in a given security.

PROSPECTLUS - A legal document that must be provided to any prospective purchaser
of a new securities offering registered with the SEC. This can include information on the
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issuer, the issuer's business, the proposed use of proceeds, the experience of the issuer's
management, and certain certified financial statements (also known as an “official
statement”).

PRUDENT INVESTOR RULE - An investment standard where a person acts with care,
skill, prudence, and diligence when investing, reinvesting, purchasing, acquiring,
exchanging, selling, and managing funds. The test of whether the standard is met is if a
prudent person acting in such a situation would engage in similar conduct to ensure
investments safeguard principal and maintain hquidity.

PUT OPTION - The sale of an option to another party giving them the right to sell to
the Investment Pool a security at a specified price within a specified time period.

RATING - Evaluation of financial institutions’ investment and credit risks by
professional rating services. The County Treasury utilizes the ratings designations of
Moody’s, S&P and Fitch.

REGISTERED STATE WARRANT - A short-term obligation of a state governmental
body 1ssued in anticipation of revenue.

REGULAR WAY DELIVERY - Securities settlement that calls for delivery and
payment on the third business day following the trade date (T+3); payment on a T+1
basis is currently under consideration. Mutual funds are settled on a same day basis;
government securities are settled on the next business day.

REINVESTMENT RISK - The risk that a fixed-income investor will be unable to
reinvest income proceeds from a security holding at the same rate of return currently
generated by that holding.

REPURCHASE AGREEMENT (REPQ) - An agreement of one party to sell securities
at a specified price to a second party and a simultaneous agreement of the first party to
repurchase the securities at a specified price or at a specified later date.

REVERSE REPURCHASE AGREEMENT (REVERSE REPO) - An agreement of
one party to purchase securities at a specified price from a second party and a
simultaneous agreement by the first party to resell the securities at a specified price to the
second party on demand or at a specified date.

SAFEKEEPING — A custodian bank’s action to store and protect an investor’s securities
by segregating and identifying the securities.

SECURITIES AND EXCHANGE COMMISSION (SEC) — Agency created by
Congress to protect mvestors in securities transactions by administering securities laws.
The statutes administered by the SEC are designed to promote full public disclosure and
protect the investing public against malpractice in the securities market.
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SECURITIES LENDING — A transaction wherein the Investment Pool transfers its
securities to broker/dealers and other entities for collateral which may be cash or
securities and simultaneously agrees to return the collateral for the same securities in the
future.,

SERIAL BOND - A bond 1ssue, usually of a municipality, with various maturity dates
scheduled at regular intervals until the entire issue is retired.

SHORT-TERM — A security with a maturity one year or less.

STANDARD AND POOR’S CORPORATION (S&P) — One of the three best known
rating agencies in the United States, the others being Moody’s Investment Service, Inc.
(Moody’s), and Fitch IBCA, Inc. (Fitch). The County Treasury uses all three as its
primary rating sources in determining eligibility for securities purchases.

SWAP - Trading one asset for another.

TOTAL RETURN - The sum of all investment income plus changes in the capital value
of the portfolio. For mutual funds, return on an investment is composed of share price
appreciation plus any realized dividends or capital gains. This is calculated by taking the
following components during a certain time period. (Price Appreciation) + (Dividends
paid) + (Capital gains) = Total Return.

TREASURY BILLS - Short-term U.S. government non-interest bearing debt securities
with maturities of no longer than one year and issued in minimum denominations of
$10,000. Auctions of three- and six-month bills are weekly, while auctions of one-year
bills are monthly. The yields on these bills are monitored closely in the money markets
for signs of interest rate trends.

TREASURY NOTES - Intermediate U.S. government debt securitics with maturities of
one to 10 years and issued in denominations ranging from $1,000 to $1 million or more.

TREASURY BONDS - Long-term U.S. government debt securities with maturities of
ten years or longer and issued in minimum denominations of $1,000. Currently, the
longest outstanding maturity for such securities is 30 years.

VOLATILITY - A degree of fluctuation in the price and valuation of securities.

WEIGHTED AVERAGE MATURITY (WAM) - The average maturity of all the
securities that comprise a portfolio. According to SEC rule 2a-7, the WAM for SEC
registered money market mutual funds may not exceed 90 days and no one security may
have a maturity that exceeds 397 days.

WHEN ISSUED (WI) - A conditional transaction in which an authorized new security

has not been issued. All "when issued" transactions are settied when the actual security is
1ssued.
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YIELD - The current rate of return on an investment security generally expressed as a
percentage of the security's current price.

YIELD-TO-CALL (YTC) - The rate of return an investor earns from a bond assuming
the bond is redeemed (called) prior to its nominal maturity date. Yield Curve - A graphic
representation that depicts the relationship at a given point in time between yields and
maturity for bonds that are identical in every way except maturity. A normal yield curve
may be alternatively referred to as a positive yield curve.

YIELD-TO-MATURITY - The rate of return yielded by a debt security held to maturity
when both interest payments and the investor's potential capital gain or loss are mcluded
in the calculation of return.

ZERO-COUPON SECURITIES - Security that is issued at a discount and makes no

periodic interest payments. The rate of return consists of a gradual accretion of the
principal of the security and is payable at par upon maturity.

26


txs


Extracted from 2008
Certificate of
Participation Official
Statement

APPENDIX D

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS
Definitions

Set forth below are the definitions of certain of the terms used in the Sublease, the Trust
Agreement, the Lease, the Assignment Agreement and this Official Statement.

“Additional Certificates” means additional series of certificates of participation
executed and delivered under and pursuant to the Trust Agreement.

“Additional Rental” means all amounts required under the Sublease to be paid by the
County to the Corporation or the Trustce as Additional Rental (which amounts include but are not limited
to ali fees, costs and expenses and all administrative costs of the Corporation and the Trustee in
connection with the Demised Premises, the Sublease, the Assignment Agreement and the Trust
Agreement and all taxes, assessments and governmental charges of any nature jevied or imposed by any
governmental authority against the Corporation, the Demised Premises or the rentals and the other
payments required to be made by the County to comply with the terms of the Sublease).

“Agency” means the Redevelopment Agency of the County of Santa Barbara.

“Base Rental” or “Base Rental Payments” means all amounts payable to the
Corporation by the County as Base Rental pursuant to the Sublease together with any amounts held by the
Trustee and credited against the Base Rental Payments which would otherwise be payable by the County
or pay principal or interest with respect to the Certificates when the County does not have use and
occupancy of the Demised Premises (including without limitation, insurance proceeds used to make Base
Rental Payments and eamings on investments credited against Base Rental Payments pursuant to the
Trust Agreement).

“Business Day” means a day (i) other than a Saturday or a Sunday, (ii) on which banks
located in New York City or the State of Califommia are not required or authorized to be closed, or (iii) on
which the New York Stock Exchange is not closed.

“Certificate Owner” or “owner” or “registered owner” means the registered owner of
any Outstanding Certificate.

“Certificate Payment Date” means, with respect to any Certificate, the Certificate
Payment Date designated therein, which is the December 1 on which the principal component of the Base
Rental Payments evidenced and represented by the Certificates becomes due and payable (commencing
on December 1, 2008).

“Certificates” means the County of Santa Barbara 2008 Certificates of Participation
Series A-1 and 2008 Series A-2, authorized by and at any time Outstanding under the Trust Agreement,
and Additional Certificates.

“Certification” or “Request” means, with respect to the County, an instrument in writing
signed on behalf of the County by the Chairman or the Vice Chairman of its Board of Supervisors, the
County Treasurer or her designee or any other officer of the County duly authorized by the Board of
Supervisors of the County for that purpose, and with respect to the Corporation, an instrument in writing
signed on behalf of the Corporation by its President or any other person (whether or not an officer of the
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Corporation) who is specifically authorized by resolution of the Board of Directors of the Corporation to
sign or execute such a document on its behalf. If and to the extent required by the provisions of the Trust
Agreement, each such Certification of the County shall include the statements provided for in the Trust
Agreement.

“Code” means the Internal Revenue Code of 1986, as amended, and the regulations
issued thereunder.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the County or the Corporation and related to the authorization, execution and delivery of
the Sublease and the related sale of the Certificates, including, but not limited to, costs of preparation and
reproduction of documents, filing and recording fees, initial fees and charges of the Trustee and ifs
counsel, legal fees and charges of Special Counsel, title insurance premiums, certificate insurance
premiums, if any, fees and disbursements of consultants and professionals, fees and charges for
preparation, execution and safekeeping of the Certificates, and any other cost, charge or fee in connection
with the original execution and delivery of the Certificates, to the extent such fees and expenses are
approved by the County.

“Demised Premises” means the real property and all buildings, structures and fixtures
thereon and improvements thereto, as shown on Exhibit A aitached to the Sublease.

“Event of Default” means one or more events of default as defined in the Sublease.

“Expiry Date” means December 1, 2023 with respect to Betteravia Building B, and
December 1, 2028 with respect to the Juvenile Hall Facility, Probation Building and Betteravia
Building A.

“Fiscal Year” means the County’s fiscal year, which begins on July | and ends on the
next succeeding June 30,

“Interest Payment Date” means a date on which interest evidenced and represented by
the Certificates becomes due and payable, being June 1 and December 1 of each vear to which reference

is made (commencing on December 1, 2008).

“Opinion of Counsel” means a written opinion of counsel of recognized national
standing in the field of law relating to municipal bonds, appointed and paid by the County.

“QOutstanding,” when used as of any particular time with reference to Certificates, means
(subject to the provisions of the Trust Agreement) all Certificates except —

(1) Certificates cancelled by the Trustee or surrendered to the Trustee for
cancellation;

(2) Certificates paid or deemed to have been paid within the meaning of the
defeasance provisions of the Trust Agreement; and

(3) Certificates in licu of and in substitution for which other Certificates shall have
been executed and delivered by the Trustee under the Trust Agreement.

“Permitted Encumbrances” means as of any particular time:
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(1)
(2)
(3
(4)
(3)

liens for general ad valorem taxes and assessments, if any, not then delingquent;
the L.ease, as it may be amended from time to time;

the Assignment Agreement, as it may be amended from time to time;

the Sublease, as it may be amepded from time to time;

any tight or ¢laim of any mechanic, laborer, materialman, supplier or vendor

filed or perfected in the manner prescribed by law;

(6)

casements, rights of way, mineral rights, dnlling rights and other rights,

reservations, covenants, conditions or restrictions which exist of record as of the date the term of
the Sublease commences and which the County certifies in writing will not materiaily impair the
use of the Demised Premises by the County; and

(N

easements, rights of way, mincral rights, drilling rights and other rnights,

reservations, covenants, conditions or restrictions established following the date of recordation of
the Sublease and to which the County and the Corporation consent in writing.

“Permitted Investments” means any of the following to the extent then permitted by

Permitted Investments for all purposes, including defeasance investments in

Cash (insured at all times by the Federal Deposit Insurance Corporation),

law:
(A)
refunding escrow accounts:
(1)
(2)

Obligations of, or obligations guaranteed as to principal and interest by, the

United States of America or any agency or instrumentality thereof, when such obligations are
backed by the full faith and credit of the United States of America including:

United States of America treasury obligations

All direct or fully guaranteed obligations

Farmers Home Administration

General Services Administration

Guaranteed Title XI financing

Government National Mortgage Association (GNMA)

State and Local Government Series

Any security used for defeasance must provide for the timely payment of principal and
interest and cannot be callable or prepayable prior to maturity or carlier redemption of the
rated debt (excluding securities that do not have a fixed par value and/or whose terms do
not promise a fixed dollar amount at maturity or call date).
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(B) Permitted Investments for all purposes other than defeasance investments in
refunding escrow accounts:

(1) Obligations of any of the following federal agencies which obligations represent
the full faith and credit of the United States of America, inciuding:

¢ Export-Import Bank

e Rural Economic Community Development Administration

o U.S. Maritime Administration

e Small Business Administration

» U.S. Department of Housing & Urban Development (PHA’s)
e Federal Housing Administration

¢ Federal Financing Bank

(2) Direct obligations of any of the following federal agencies which obligations are
not fully guaranteed by the full faith and credit of the United States of America:

o Senior debt obligations issued by the Federal National Mortgage Association
(FNMA) or Federal Home Loan Mortgage Corporation (FHLMC)

s Obligations of the Resolution Funding Corporation (REFCORP)
¢ Scnior debt obligations of the Federal Home Loan Bank System
e Senior debt obligations of other Government Sponsored Agencies

(3) United States of America dollar denominated deposit accounts, federal funds and
bankers’ acceptances with domestic commercial banks which have a rating on their short term
certificates of deposit on the date of purchase of “P-1” by Moody’s and “A-1" or “A-1+" by S&P
and maturing not more than 360 calendar days afier the date of purchase. (Ratings on holding
companies are not considered as the rating of the bank.);

() Commercial paper which is rated at the time of purchase in the single highest
classification, “P-1” by Moody’s and “A-1+" by S&P and which matures not more than 270
calendar days after the date of purchase;

{5) Investments in a money market fund rated “AAAmM” or “AAAm-G” or better by
S5&P;

(6) Pre-refunded Municipal Obligations defined as follows: Any bonds or other
obligations of any state of the United States of America or of any agency, instrumentality or local
governmental unit of any such state which are not callable at the option of the obligor prior to
maturity or as to which irrevocable instructions have been given by the obligor to call on the date
specified in the notice; and
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(a) which are rated, based on an irrevocable escrow account or fund (the “escrow™),
in the highest rating category of Moody’s or S&P or any successors thereto; or

(b) (1) which are fully secured as to principal and interest and redemption premium,
if any, by an escrow consisting only of cash or obligations described in paragraph A(2) above, which
escrow may be applied only to the payment of such principal of and interest and redemption premium, if
any, on such bonds or other obligations on the maturity date or dates thereof or the specified redemption
date or dates pursuant to such irrevocable instructions, as appropriate, and (ii) which escrow is sufficient,
as verified by a nationally recognized independent certified public accountant, to pay principal of and
mterest and redemption premium, if any, on the bonds or other obligations described in this paragraph on
the maturity date or dates specified in the irrevocable instructions referred to above, as appropriate;

(N Municipal Obligations rated “Aaa/AAA”™ or gencral obligations of states with a
rating of at least “A2/A” or higher by both Moody’s and S&P;

(8) Santa Barbara County Investment Pool;

{N Investment in the Local Agency Investment Fund (as that term is defined in
Section 16429.1 of the California Government Code, as such Section may be amended or
recodified from time to time);

{10)  Investment agreements approved in writing by the County; and

(11)  Other forms of investments (including repurchase agreements) which will not
adversely affect the then-current rating on the Certificates.

The value of the above investments shall be determined as follows:

“¥alue”, which shall be determined as of the end of each month, means that the value of any investments
shail be calculated as follows:

(a) For the purpose of determining the amount in any fund, all Permitted Investments
credited to such fund shall be valued at fair market value. The Trustee shall determine
the fair market value based on accepted industry standards and from accepted indusitry
providers.

(b) As to certificates of deposit and bankers’ acceptances: the face amount thereof,
plus accrued interest thereon; and

(c) As to any investnent oot specified above: the value thercof established by prior
agreement among the County and the Trustee.

“Projects” means the acquisition and construction of (i) a liner at Tajiguas Landfill, and
(i1} capital improvements of the Agency, including but not limited to the widening of sidewalks;
improvements to intersections; acquisition of land, development of parking improvements; expansion and
development of park facilities; varions road, public utilities and storm drain improvements; and
construction and installation of landscaping improvements; and (iii) any other capital improvement in
substitution for, or in addition to, the foregoing which are identified in a Request of the County delivered
to the Trustee.
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“Rating Agency” means Standard & Poors Ratings Services (“S&P”) or its successor
and Moody’s Investors Service (“Moody’s™} or its successor and any other nationally recognized rating
agency then rating the Certificates at the request of the County.

“Rental Payments” means the Base Rental Payments and Additional Rental.

“Reserve Fund Requirement” means an amount equal to the least of (i) ten percent
{10%) of the aggregatc original principal amount of the Certificates, (ii) one hundred twenty-five percent
(125%) of the average annual principal and interest with respect to all Outstanding Certificates, or (1)
maximum annual principal and interest with respect to all OQutstanding Certificates.

“Tax Certificate” means the Tax Certificate of the County dated the date of original
execution and delivery of the Certificates, as the same may be amended or supplemented in accordance
with its terms.

The Sublease

The following is a summary of certain provisions of the Sublease. Reference is hereby
made to the actual Sublease for a complete recital of its terms.

The Sublease Term. The Sublease term commences July 1, 2008, or the date the
Sublease is recorded, whichever is earlier, and will terminate on the respective Expiry Date, unless
extended or sooner terminated as provided in the Sublease. If on the Expiry Date, the principal
components of the Base Rental Payments and all Additional Rental attributable to the related Demised
Premises will not have been paid, or provision therefor made for any rcason, including, without
limitation, because the Base Rental Payments will have been abated at any time and for any reason, then
the term of the Sublease with respect to such Demised Premises will be extended until 10 days after all
the principal components of the Base Rental Payments and all Additional Rental attributabie to the related
Demised Premises have been paid, or provision therefor made, except that the term will in no event be
extended beyond 10 years after the respective Expiry Date. If prior to an Expiry Date, the principal
components of the Base Rental Payments and all Additional Rental attributable to the related Demised
Premises have been paid, or provision therefor made, the term of the Sublease with respect to such
Demised Premises will end 10 days thereafter or 10 days after written notice by the Corporation to the
County, whichever is earlier.

Rental Payments. Rental payable for the use and occupancy of the Demised Premises is
denominated “Base Rental Payments” and “Additional Rental.” The Corporation and the County have
determined that such total rental does not exceed the fair rental value of the Demised Premises.

The County will pay as Base Rental under the Sublease, without deduction or offset of
any kind except as otherwise expressly provided in the Sublease or in the Trust Agreement, annual rental
payments with interest and principal components, the interest components being payable semiannually, in
accordance with the Base Rental Payment Schedule set forth in Exhibit B to the Sublease and made a part
thereof or, in the event that a portion of the Certificates are prepaid, in accordance with the provisions of
the Sublease. Each Base Rental Payment will be payable in funds that are immediately available to the
Trustee no later than the date which is five days before its due date, and the Trustee will deposit any
interest or other income with respect thereto accruing prior to such due date in the Base Rental Payment
Fund.

The interest components of the Base Rental Payments will be paid by the County as and

constitute interest paid on the principal components of the Base Rental Payments, computed on the basis
of a 360-day year composed of twelve 30-day months. Each aggregate annual payment of Base Rental
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will be for the use of the Demised Premises for the twelve-month period ending on the day immediately
preceding the December 1 on which the principal component of such Base Rental is due. If the term of
the Sublease is extended (see “The Sublease — The Sublease Term” under this caption), Base Rental
Payments will continue to be due on June 1 and December | in each year, continuing to and including the
date of termination of the Sublease. Upon such extension of the Sublease, the principal and interest
components of the Base Rental Payments will be established so that the principal components will in the
aggregate be sufficient to pay all unpaid principal components and the interest components will be
sufficicnt to pay all unpaid interest components plus interest on the extended principal components at a
rate equal to the composite rate on the outstanding Certificates.

The County will also pay, in addition to the Base Renial Payments, such amounts as
Additional Rental in each year as will be required for the payment of all costs and expenses incurred by
the Corporation in connection with the execution, performance or enforcement of the Subleasc or the
assignment thereof, of the Trust Agreement, of the sublease of the Demised Premises to the County,
including but not limited to payment of all fees, costs and expenses and all administrative costs of the
Corporation and the Trustee in connection with the Demised Premises, the Sublease, the Assignment
Agreement and the Trust Agreement and all taxes, assessments and governmental charges of any nature
whatsoever hereafter levied or imposed by any governmental authority against the Corporation, the
Demised Premises or the rentals and the other payments required to be made by the County under the
Sublease.

The County will covenant in the Sublease fo include all Base Rental Payments and
Additional Rental due under the Sublease in its annual budgets and to make the necessary annual
appropriations for all such payments. The covenants on the part of the County contained in the Sublease
will be decmed to be and will be construed to be duties imposed by law. The County will furnish each
year to the Trustee within 30 days after the final adoption of its budget a Certification that the budget for
the next Fiscal Year appropriates sufficient moneys to make all payments due under the Sublease.

Except to the extent of amounts held in the Reserve Fund or otherwise available to the
Trustee for payments under the Sublease, during any period in which, by reason of material damage or
destruction (other than by condemnation, which is provided for in the Sublease) there is substantial
interference with the use and occupancy by the County of any portion of the Demised Premises, Base
Rental Payments due under the Sublease will be abated. See “SECURITY AND SOURCES OF
PAYMENT FOR THE CERTIFICATES - Abatement” in the body of this Official Statement. The
amount of such abatement will be such that the resulting Base Rental Payments do not exceed the lesser
of (i) the amount necessary {0 pay the originally scheduled Base Rental Payments remaining unpaid and
(ii) the fair rental value for the use and possession of the Demised Premises not so damaged or destroyed.
Such abatement will continue for the period commencing with the date of such damage or destruction and
ending with the substantial completion of the work of repair or replacement of the Demised Premises so
damaged or destroyed.

Substitution; Release. The County and the Corporation may substitute real property and
the improvements, buildings, fixtures and equipment thereon for all or a part of, or may relcase a part of,
the Demised Premises for purposes of the Lease and the Sublease, but only after the County has filed with
the Corporation and the Trustee, with copies to each rating agency then providing a rating for the
Certificates, all of the following:

(a) Executed copies of the Lease and the Sublease or amendments thereto containing

the amended description of the Demised Premises, including the legal description of the Demised
Premises as modified if necessary.
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b A Certification of the County, accompanied by a written appraisal from a
qualified appraiser, who may but need not be an employee of the County, evidencing that the annual fair
rental value of the Demised Premises which will constitute the Demised Premises after such substitution
(which may be based on the construction or acquisition cost or replacement cost of such facility to the
County) or withdrawal will be at least equal to 100% of the maximum amount of Base Rental Payments
becoming due in the then current year or in any subsequent year.

(c) With respect to substitution, a leasehold owner’s policy or policies or a
commitment for such policy or policies or an amendment or endorsement to an existing policy or policies
resulting in title insurance with respect to the Demised Premises afier such substitution in an amount at
least equal to the amount of such insurance provided with respect to the Demised Premises prior to such
substitution, each such insurance instrument, when issued, will name the Trustee as the insured, and will
insure the leasehold estate of the Corporation in such substituted property subject only to such exceptions
as do not substantially interfere with the County’s right to use and occupy such substituted property and
as will not result in an abatement of Base Rental Payments payable by the County under the Sublease.

(@) A Certification of the County stating that such substitution or withdrawal as
applicable, does not adversely affect the County’s use and occupancy of the Demised Premises.

{e) An Opinion of Counsel stating that such amendment or modification (1) will,
upon the execution and delivery thereof, be valid and binding upon the County; and (ii) will not, in and of
itself, cause the interest represented by the Certificates to be included in gross income for federal income
tax purposes.

Prohibition Against Encumbrance or Sale of Demised Premises; Assignment and
Subleasing. The County will not create or suffer to be created any mortgage, pledge, lien, charge or
encumbrance upon the Demised Premises or any part thereof, or upon any real or personal property
essential to the operation of the Demised Premises, without the consent of the Corporation; provided,
however, the County may sublet the Demised Premises without such consent if such subletting does not
adversely affect the tax-exempt status of the interest components of the Base Rental Payments payable by
the County under the Sublease. No such mortgage, pledge, lien, charge, encumbrance or sublease will in
any event affect or reduce the obligation of the County to make the Base Rental Payments and Additional
Payments required under the Sublease.

Maintenance, Utilities, Taxes and Assessments. During the term of the Sublease, all
maintenance, both ordinary and extraordinary, of the Demised Promises will be the sole responsibility of
the County, which will at all times maintain or otherwise arrange for the maintenance of the Demised
Premises for the purposes intended, and the County will pay for or otherwise arrange for the payment of
all costs of operations and maintenance and all utility services supplied to the Demised Premises. The
County will also pay to the appropriate taxing entity such amounts in each year as are required for the
payment of all taxes and assessments of any type or nature charged to the Corporation, the Trustee or the
County with respect to the Demised Premises. In exchange for the rentals provided in the Sublease, the
Corporation agrees only to provide the Demised Premises to the County as provided in the Sublease. The
County agrees to operate, maintain and preserve, or cause to be operated, maintained and preserved, the
Demised Premises in good repair and working order and will operate, or cause the Demised Premises to
be operated, i an efficient and economical manner..

Insurance to Be Maintained by the County. The County will procure or cause to be
procured, and maintain or cause to be maintained, throughout the term of the Sublease, insurance against
loss or damage to any structure constituting any part of the Demised Premises by fire and lightning, with
extended coverage and vandalism and malicious mischief insurance. Said extended coverage insurance
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will, as nearly as practicable, cover loss or damage by explosion, windstorm, riot, aircraft, vehicle
damage, smoke and such other hazards as are normally covered by such insurance. Such insurance will
be in an amount equal to the replacement cost (without deduction for depreciation) of all structures
constituting any part of the Demised Premises, excluding the cost of excavations, of grading and filling
and of the land, but in any event, will be in an amount and in a form sufficient, in the event of total or
partial loss, to enabie the Corporation cither to make a payment equal to the aggregate principal
components of the unpaid Base Rental or to restore the Demised Premises to the condition existing before
such loss. The County may, in its discretion, insure the Demised Premises under blanket insurance
policies which insure not only the Demised Premises but also other properties as long as such blanket
insurance policies comply with the requirements of the Sublease. The County may, at its election,
provide for insurance pursuant {o this section partially or wholly by means of a sclf-insurance program
meeting the requirements of the Sublease. The net proceeds of such insurance will be applied as provided
in the Trust Agreement. Such insurance may at any time include a deductible clause providing for a
deductible not to exceed $1,000,000 for all losses in any vear.

The County will procure or cause to be procured, and maintain or cause to be maintained,
throughout the term of the Sublease, use and occupancy msurance 1o cover loss, total or partial, of the use
of any structures constituting any part of the Demised Premises as the result of any of the hazards insured
against as discussed in the preceding paragraph, in an amount sufficient to pay the total rent under the
Sublease for a period of at least 24 months.

‘The County will procure or cause to be procured, and maintain or cause to be maintained,
throughout the term of the Sublease, liability insurance, or alternatively will establish a program of self-
insurance, against risk or loss from public liability and property damage claims for personal injury, death
or property damage occasioned by reason of the use and operation of the Demised Premises. Such
insurance will afford protection with a combined single limit of not less than $1,000,000 per occurrence
with respect to bodily injury, death or property damage liability or such greater amount as may from time
to time be recommended by the County’s risk management officer or an independent insurance consultant
retained by the County for that purpose, provided, however, that the County’s obligation to provide
liability insurance may be satisfied by self-insurance meeting the requirements of the Sublease.

The fire and extended coverage insurance policy and use and occupancy insurance policy
required by the Sublease must provide that all proceeds thereunder are payable to the Trustee pursuant to
a lender’s loss payable endorsement substantially in accordance with the form approved by the Board of
Fire Underwriters of the Pacific and the California Bankers Association. Each insurance policy required
under the Sublease will require that the Corporation and the Trustee be given thirty 30 days’ notice of any
intended cancellation thereof or reduction of the coverage provided thereby.

The self-insurance program of the County referred to above will afford reasonable
protection to the County, the Corporation, its members, directors, officers, agents and employees and the
Trustee, in light of all circumstances, giving consideration to cost, availability and similar plans or
methods of protection adopted by public entities in the State of California other than the County, Before
such other method or plan may be provided by the County, and annually thereafter so long as such
method or plan is being provided to satisfy the requirements of the Sublease, there will be filed with the
Trustee a certificate of an actuary, independent insurance consultant or other qualified person (who may,
but need not be, an employee of the County), stating that, in the opinion of the signer, the substitute
method or plan of protection is in accordance with the requirements of the Sublease and, when effective,
would afford reasonable protection to the County, the Corporation, its members, directors, officers, agents
and employees and the Trustee against loss and damage from the hazards and risks covered thereby.
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Application of Insurance and Condemnation Proceeds. The proceeds of any casualty
insurance with respect to the Demised Premises, if received by the Corporation or the County, will be
paid immediately to the Trustee. The Trustee will deposit any such proceeds which it receives in a
special fund which it will establish and maintain and hold in trust, to be known as the “Insurance
Proceeds Fund.” Within 90 days of payment of such proceeds to the Trustee, the County will indicate to
the Trustee in a Certification whether it elects to repair or replace the Demised Premises. In the event that
the County elects to repair or replace the Demised Premises, it will furnish to the Corporation,
concurrently with such Certification, plans of the contemplated repair or replacement, accompanied by a
certificate of an architect or other qualified expert satisfactory to the Corporation estimating the
reasonable cost of such repair or replacement and the time required to complete such work and will
deliver to the Corporation and the Trustee a Certification of the County stating that (1) amounts in the
Insurance Proceeds Fund, together with investment income reasonably expected to be received with
respect thereto and any other funds available or reasonably expected to become available therefor (which
the County will use best efforts to make available and will agree to deposit in said fund when so
available) will be sufficient to repair or replace the property damaged or destroyed in accordance with
said plans and to make Base Rental Payments during the period required for repair or replacement and (2)
stating that the fair rental value of the Demised Premises as so repaired or replaced is reasonably expected
to be at least equal to the Base Rental Payments to become due after such repair or replacement. Afler
deducting therefrom the reasonable charges and expenses of the Trustee in connection with the collection
and disbursement of such moneys, moneys in the Insurance Proceeds Fund will be disbursed by the
Trustee for the purposes of repairing or replacing the Demised Premises, in cach case upon receipt of a
Request of the County.

In the event the County shall not elect to repair or replace the property damaged,
destroyed or taken, as provided in the preceding paragraph, or in the event that the County shall not
provide the Certification and other documentation required in the Trust Agreement, the Trustee will
transfer all amounts or the excess amounts, as the case may be, in the Insurance Proceeds Fund to the
Prepayment Account and will apply the amounts so transferred to the prepayment of Outstanding
Certificates at the earliest possible prepayment date as provided in the Trust Agreement.

Tax Covenarnt. The County and the Corporation must at all times do and perform all acts
and things permitted by law which are necessary or desirable in order to assure that the interest
component of the Base Rental will not be included in the gross income of the owner thereof for federal
income tax purposes and rnust take no action that would result in such interest being so included.

Events of Default and Remedies Under the Sublease. (a) If default is made by the
County in the observance or performance of any agreement, condition, covenant or term contained in the
Sublease required to be observed or performed by it or upon the happening of any of the events specified
in subsection {b) of this section (in cither case an “Event of Default™), then it will be lawful for the
Corporation or its assignee to exercise any and all remedies available or granted to it pursuant to law or
under the Sublease. Upon the breach of any agreement, condition, covenant or term contained in the
Sublease required to be observed or performed by the County, the Corporation or ifs assignee may
exercise any and all rights of entry upon or possession of the Demised Premises and, also, at its option,
with or without such entry, may terminate the Sublease; provided, that no termination will be effected
cither by operation of law or acts of the parties thereto except upon express written notice from the
Corporation or its assignee to the County terminating the Sublease, as provided below. In the event of
such default and notwithstanding any entry by the Corporation or its assignee, the Corporation or its
assignee may at any time thereafter {(with or without notice and demand and without limiting any other
rights or remedies the Corporation may have):
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) Maintain the Sublease in full force and effect and recover rent and other
monefary charges as they become due without terminating the County’s right to possession, regardiess of
whether or not the County has abandoned the Demised Premises. In the event the Corporation or its
assignee clects not to terminate the Sublease, it will have the right and the County irrevocably appoints
the Corporation or its assignee as its agent and attorney-in-fact for such purpose to attempt to relet the
Demised Premises at such reni, upon such conditions and for such term, and to do all other acts to
maintain or preserve the Demised Premises as the Corporation or its assignee deems desirable or
necessary, and the County waives any and all claims for any damages that may result to the Demised
Premises thereby; provided, that no such actions will be deemed to terminate the Sublease and the County
will continue to remain liable for any deficiency that may arise out of such reletting, payable at the same
time and manner as provided for Base Rental in the Sublease.

(2) Terminate the Sublease in the manner hereinafter provided on account of default
by the County, notwithstanding any re-entry or re-letting of the Demised Premises and to re-enter the
Demised Premises and remove all persons in possession thereof and all personal property whatsoever
situated upon the Demised Premises and place such personal property i storage in any warchouse or
other suitable place located within the County of Santa Barbara, California. In the event of such
termination, the County agrees to surrender immediately possession of the Demised Premises, without let
or hindrance, and to pay the Corporation all damages recoverable at law that the Corporation may incur
by reason of default by the County, including, without limitation, any costs, loss or damage whatsoever
ansing out of, m cennection with, or mncident to any such re-entry upon the Demised Premises and
removal and storage of such property by the Corporation or its duly authorized agents in accordance with
the provisions contained in the Sublease. Neither notice to pay rent or to deliver up possession of the
Demised Premises given pursuant to law nor any eniry or re-entry by the Corporation nor any proceeding
in unlawful detainer, or otherwise, brought by the Corporation for the purpose of effecting such re-entry
or obtaining possession of the Demised Premises nor the appointment of a receiver upon initiative of the
Corporation to protect the Corporation’s interest under the Sublease will of itself operate to terminate the
Sublease, and no termination of the Sublease on account of default by the County will be or become
effective by operation of law or acts of the parties to the Sublease, or otherwise, unless and until the
Corporation has given written notice to the County of the election on the part of the Corporation to
terminate the Sublease. The County covenants and agrees that no surrender of the Demised Premises
over the remainder of the term of the Sublease or any termination of the Sublease will be valid in any
manner or for any purpose whatsoever unless stated or accepted by the Corporation by such written
notice.

Each and all of the remedies given to the Corporation or its assignee under the Sublease
or by any law now existing or hereafter epacted are comulative and the exercise of any one remedy will
not impair the right of the Corporation to any or all other remedies.

(a) In addition to any default resulting from breach by the County of any agreement,
condition, covenant or term of the Sublease, if (1) the County’s interest in the Sublease or any part thercof
be assigned, sublet or transferred without the written consent of the Corporation, either voluntarily or by
operation of law; or (2) the County or any assignee will file any petition or institute any proceedings
under any act or acts, state or federal, dealing with or relating to the subject of bankruptcy or insolvency
or under any amendment of such act or acts, either as a bankrupt or as an insolvent or as a debtor or in any
similar capacity, wherein or whereby the County asks or seeks or prays to be adjudicated a bankrupt, or is
to be discharged from any or all of its debts or obligations, or offers to its creditors to effect a composition
or extension of time to pay its debts, or asks, seeks or prays for a reorganization or to effect a plan of
reorganization or for a readjustment of its debts or for any other similar relief, or if the County shall make
a general or any assignment for the benefit of its creditors; or (3) the County abandons or vacates the
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Demised Premises or any part thereof’ then in each and every such case the County will be deemed to be
in defanlt under the Sublease.

{(b) The County will in no event be in default in the performance of any of its
obligations under the Sublease (except for its obligation to make Base Rental Payments pursuant to the
Sublease) unless and until it has failed to perform such obligation within 30 days or such additional time
as is reasonably required to correct any such default after notice by the Trustee to it properly specifying
wherein it has faiied to perform such obhgation.

{c) In addition to the remedies set forth in this section, upon the occurrence of an
Event of Default as defined in the Sublease, the Corporation and its assignee will be entitled to proceed to
protect and enforce the rights vested in the Corporation and its assignee by the Sublease by such
appropriate judicial proceeding as the Corporation or its assignee will deem most effectual, either by suit
in equity or by action at law, whether for the specific performance of any covenant or agreement
contained in the Sublease or to enforce any other legal or equitable night vested in the Corporation and its
assignee by the Sublease or by law. The provisions of the Sublease and the duties of the County and of
its supervisors, officers or employees will be enforceable by the Corporation or its assignee by mandamus
or other appropriate suit, action or proceeding in any court of competent junisdiction. Without limiting
the generality of the foregoing, the Corporation and its assignee will have the right to bring the following
actions:

H Accounting. By action or suit in equity to require the County and its
supervisors, officers and employees and its assigns to account as the trustee of an express trust.

(2) Injunction. By action or suit in equity to enjoin any acts or things which may be
unlawful or in violation of the rights of the Corporation or its assignee.

3) Mandamas. By mandamus or other suit, action or proceeding at law or in equity
to enforce the Corporation’s or its assignee’s rights against the County (and its supervisors, officers and
employees) and to compel the County to perform and carry out its dutics and obligations under the law
and its covenants and agreements with the Corporation as provided in the Sublease.

The waiver by the Corporation of any breach by the County of any agreement, condition,
covenant or term of the Sublease will not operate as a waiver of any subsequent breach of the same or any
other agreement, condition, covenant or term of the Sublease.

The Lease

The following is a summary of certain provisions of the Lease. Reference is hercby made
to the actual Lease for a complete recital of iis terms.

Demise of the Demised Premises. The County will demise and lease the Demised
Premises to the Corporation in accordance with the terms and conditions of the Lease and subject only to
Permitted Encumbrances. The County covenants in the Lease to provide the Corporation, during the term
of the Lease, with quiet use and enjoyment of the Demised Premises, except as expressly set forth in the
Lease or the Sublease, and subject to the County’s rights to peaceful and quiet enjoyment of the Demised
Premises under the terms of the Sublease. Under the Assignment Agreement, the Lease is assigned by the
Corporation to the Trustee for the benefit of the Certificate owners.

Events of Default and Remedies. In the event the Corporation is in default in the
performance of any obligation on its part to be performed under the terms of the Lease, which default
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continues for 60 days (or such additional time as is reasonably required to correct any such default)
following notice and demand for correction thereof to the Corporation, the County may exercise any and
all remedies granted by law, except that no merger of the Lease and the Sublease will be deemed to occur
as a result thereof; provided, however, that the County will have no power to icrminate the Lease by
reason of any default on the part of the Corporation.

Right of Entry. The County and its assignees have the right to enter upon the Demised
Premises during reasonable business hours (and in emergencies at all times) to inspect the Demised
Premises, for any purpose connected with the County’s or Corporation’s rights or obligations under the
Lease or the Sublease, and for all other lawful purposes.

The Trust Agreement

The following is a summary of certain provisions of the Trust Agreement not
summarized eisewhere herein. Reference is hereby made to the actual Trust Agreement for a2 complete
recital of its terms.

Payment of the Certificates. The principal amount of, premium, if any, and interest
represented by the Certificates are payable solely from the Base Rental Payments as provided in the
Sublease and the Trust Agreement; and the Basc Rental Payments, when, as and if received by the
Trustee, are to be held in trust for the payment of the principal, premium, if any, and interest with respect
to the Certificates. See “SECURITY AND SOURCES OF PAYMENT OF THE CERTIFICATES -
Deposit of Base Rental Payments” in the body of this Official Statement.

Prepayment, The Certificates are subject to prior prepayment as described in “THE
CERTIFICATES — Prepayment Provisions™ in the body of this Official Statement.

Funds and Accounts. The Trust Agreement provides for the establishment of various
funds and accounts as described in the following paragraphs. Except as otherwise provided in the
Sublease and the Trust Agreement, the Trustee will hold all funds and accounts in trust for the benefit of
the Certificate owners.

The Base Rental Payment Fund and the Prepayment Account. All Base Rental
Payments will be paid directly by the County to the Trustee, and if received by the Corporation at any
time will be deposited by the Corporation with the Trusiee within one Business Day after the receipt
thereof. All Base Rental Payments received by the Trustee will be held in trust by the Trustee under the
terms of the Trust Agreement and will be deposited by it as and when received in the Base Rental
Payment Fund, which fund the Trustee agrees to establish and maintain so long as any Certificates are
Outstanding, and all money will be held in trust in such funds by the Trustee for the benefit of the
Owners. The Trustee will use and withdraw moneys in the Base Rental Payment Fund to pay the
following obligations in the following order of priority: (i) the interest evidenced and represented by the
Certificates to but not including their respective Interest Payment Dates and (1) the principal evidenced
and represented by the Certificates on their respective Certificate Payment Dates.

In the event that the Trustee receives amounts which in accordance with the Trust
Agreement are to be used to prepay Certificates, the Trustee will, upon receipt of such amount, establish
an accouni within the Base Rental Payment Fund called the “Prepayment Account” into which account
the Trustee will deposit the amount received for such prepayment. All money so deposited in the
Prepayment Account will be used and withdrawn by the Trustee solely for the purpose of paying the
interest and principal and premium, if any, evidenced and represented by the Certificates to be prepaid on
their respective prepayment dates determined in accordance with the Trust Agreement.
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The Reserve Fund., An amount equal to the Reserve Fund Requirement will be
deposited in the Reserve Fund from Certificate proceeds on the date of original execution and delivery of
the Certificates (see “ESTIMATED SOURCES AND USES OF CERTIFICATE PROCEEDS” in the
body of this Official Statement). Amounts in the Reserve Fund will be used to pay interest or principal
with respect to the Certificates if the amounts in the Base Rental Payment Fund are insufficient for such

purpose.

The County may satisfy the Reserve Fund Requirement, in whole or in part, at any time
by the deposit with the Trustee for the credit of the Reserve Fund of a surety bond, an insurance policy or
letter of credit as described below, or any combination thereof.

(i) Surety Bond or Insurance Policy. A surety bond or insurance policy issued to the
Trustee, on behalf of the Owners, by a company licensed to issue an insurance policy guaranteeing the
timely payment of principal and interest represented by the Certificates (a “municipal bond insurer”) may
be deposited in the Reserve Fund to meet the Reserve Fund Requirement if the claims paying ability of
such municipal bond insurer shall be rated **Aaa” by Moody’s and “AAA” by S&P on the date of deposit
to the Reserve Fund.

(ii) Letter of Credit. A letter of credit may be deposited in the Reserve Fund to meet
the Reserve Fund Requirement, provided that any such letter of credit must be issued or confirmed by a
state or national bank or a foreign bank with an agency or branch located in the continental United States
which has outstanding an issue of unsecured long term debt securities rated at least equal to the second

highest rating category (disregarding rating subcategories) by Moody’s and S&P on the date of deposit to
the Reserve Fund.

Unless the Certificates have been fully paid and retired, the Trustee will draw the full
amount of any letter of credit credited to the Reserve Fund for such Certificates on the third Business Day
preceding the date such letter of credit (taking into account any extension, renewal or replacement

thereof) would otherwise expire, and will deposit moneys realized pursuant to such draw in the Reserve
Fund.

(ii1)  Release of Moneys in Reserve Fund. If the County replaces a cash-funded
Reserve Fund, in whole or in part, with a surety bond, insurance policy or letter of credit meeting the
requirements of either (i) or (ii) above, amounts on deposit in the Reserve Fund will, upon the Request of
the County to the Trustee, be transferred, subject to the receipt by the County and Trustee of an Opinion
of Counsel that such transfer will not cause the interest represented by the Certificates to be included in
gross income for purposes of federal income tax purposes, to the County and applied for the acquisition,
construction, installation or equipping of public capital improvements.

Upon termination of the Sublease in accordance with its terms, any balance remaining in
the Reserve Fund will be released and may be transferred to such other fund or account of the County, or
otherwise used by the County for any other lawful purposes, as the County may direct in accordance with
the Tax Certificate.

The Costs of Issuance Fund; Project Fund. The moneys in the Costs of Issuance Fund
will be used to pay the Costs of Issuance upon receipt of a Request of the County filed with the Trustee.
Except as otherwise provided in the Trust Agreement, all money in the Project Fund will be withdrawn by
the Trustee to pay costs of the Projects and the expenses incidental thereto (including reimbursement to
the County or Agency in accordance with the Tax Certificate) for any such cost or expenses paid by it
upon a Request of the County filed with the Trustee.
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When the acquisition and construction of the Projects have been completed, the County
will deliver to the Trustee a Certification of the County stating the fact and date of the completion of such
acquisition and construction and stating that ail the costs of the acquisition and construction and the
expenses incidental thereto have been determined and paid (or that all such costs and expenses have been
paid less specified claims which are subject to dispute and for which a retention in the Project Fund is to
be maintained in the full amount of such claim until such dispute is resolved). The Trustee will then
transfer any remaining balance of money in the Project Fund (but less the amount of any such retention)
to (i) the Reserve Fund to the extent moneys arc needed to meet the Reserve Fund Requirement; and (ii)
the Base Rental Payment Fund. Upon such transfer, the Project Fund will be closed.

Interest earnings on amounts in the Project Fund will be deposited in the Project Fund.
Moneys in the Project Fund will be invested in Permitted Investments.

The Rebate Fund. The Trustee will establish and maintain a fund separate from any
other fund established and maintained under the Trust Agreement designated as the Rebate Fund. Within
the Rebate Fund, the Trustee will maintain such accounts as shall be specified in written directions of the
County necessary in order to comply with the terms and requirements of the Tax Certificate. Subject to
the transfer provisions provided in the Trust Agreement, all money at any time deposited in the Rebate
Fund will be held by the Trusice in trust, to the e¢xtent required to satisfy the Rebate Amount (as defined
in the Tax Certificate) for payment to the federal government of the United States of America. The
County and the Owner of any Certificates will have no rights in or claim to such money. Any funds
remaining in the Rebate Fund after prepayment and payment of all of the Certificates and any amounts
then owed to the Trustee, or provision made therefor satisfactory to the Trustee, and payment and
satisfaction of any Rebate Amount, will be withdrawn and remitted to the County upon its written
direction to the Trustee.

Tax Covenant. The County will not directly or indirectly use or permit the use of any
proceeds of the Certificates or the obligation which they represent or any other funds of the County or
take or omit to take any action that would cause any Certificate or the obligation which it represents to be
an “arbitrage bond” within the meaning of Section 148 of the code or “federally guaranteed” within the
meaning of Section 149(b) of the Code or a “private activity bond” within the meaning of Section 141(a)
of the Code.

Additional Certificates. The Corporation may, at any time, cause to be executed and
delivered Additional Certificates pursuant to a Supplemental Trust Agreement but only subject to the
following specific conditions, which are made conditions precedent to the issuance of any such
Additional Certificates:

(a) The Supplemental Trust Agreement will require that the proceeds of the sale of
such Additional Certificates will be applied to the completion of the Projects, or for the refunding or
repayment of any Certificates then Outstanding, including the payment of costs and expenses of and
incident to the authorization and sale of such Additional Certificates. The Supplemental Trust Agreement
may also provide that a portion of such proceeds will be applied to the payment of the interest duc or to
become due with respect to said Additional Certificates during the estimated period of any construction
and for a period of not to exceed twelve (12) months thereafter.

(b) The Supplemental Trust Agreement will provide, if necessary, that from such

proceeds or other sources an amount will be deposited in the Reserve Fund so that following such deposit
there will be on deposit in the Reserve Fund an amount at least equal to the Reserve Fund Requirement.
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(c) The aggregate principal amount of Certificates executed and at any time
Outstanding under the Trust Agreement will not exceed any limit imposed by law, by the Trust
Agreement or by any Supplemental Trust Agreement.

(d) The Sublease shall have been amended, if necessary, so that the Base Rental
Payments payable by the County thereunder in each twelve month period ending December 1 shall at
least equal debt service, including debt service on the Additional Certificates, in each twelve-month
period ending December 1.

Investment of Moneys. Any moneys held by the Trustee in the funds and accounts
established under the Trust Agreement will be invested by the Trustee as directed by the County only in
the specific Permitted Investments designated by the County. In the absence of directions from the
County, the Trustee will invest any moneys held under the Trust Agreement only in Permitted
Investments described in clause (BX5) of the definttion of Permitted Investments.

Discharge of the Trust Agreement. If the Trustee pays or causes to be paid or there shall
otherwise be paid to the Owners of all Qutstanding Certificates the interest, principal and prepayment
premium, if any, evidenced and represented thereby at the times and in the manner provided in the Trust
Agreement and therein, then such Owners will cease to be entitled to the pledge of and lien on the Base
Rental Payments as provided in the Trust Agreement, and all agreements and covenants of the
Corporation and the County to such Owners under the Trust Agreement will thereupon cease, terminate
and become void and will be discharged and satisfied.

Any Outstanding Certificates will prior to their Certificate Payment Dates or their dates
of prepayment prior thereto be deemed to have been paid within the meaning of and with the effect
expressed in the preceding paragraph if (1) in case any of such Certificates are to be prepaid on any date
prior to their Certificate Payment Dates, the County has given to the Trustee in form satisfactory to it
irrevocable instructions to give notice by mail to the Owners of such Certificates of the prepayment of
such Certificates on such prepayment dates, (2) there shall have been deposited with the Trustee either
money in an amount which will be sufficient or United States Treasury bills, notes, bonds or certificates
of indebtedness, or obligations for which the full faith and credit of the United States of America are
pledged for the payment of interest and principal and prepayment premium, if any, and which are not
subject to redemption except by the holder thercof prior to maturity (including any such securities issued
or held in book-entry form on the books of the Department of the Treasury of the United States of
America), the interest on and principal of which when paid will provide money which, together with the
money, if any, deposited with the Trustee at the same time, will be sufficient, in the opinion of an
independent certified public accountant, to pay when due the interest evidenced and represented by such
Certificates on and prior to their Certificate Payment Dates or their dates of prepayment prior thereto, as
the case may be, and the principal and prepayment premium, if any, evidenced and represented by such
Certificates, and (3) in the event such Certificates are not by their terms subject to prepayment within the
next succeeding 60 days, the County shall have given the Trustee in form satisfactory to it irrevocable
instructions to give notice by mail to the Owners of such Certificates that the deposit required by clause
(2) above has been made with the Trustee and that such Certificates are deemed to have been paid in
accordance with this section and stating their Certificate Payment Dates or their dates of prepayment prior
thereto upon which money is to be available for the payment of the interest and principal and prepayment
premium, if any, evidenced and represented by such Certificates.

Events af Default and Remedies Under the Trust Agreement. An event of default under
the Sublease (see “The Sublease — Events of Default and Remedies Under the Sublease” under this
caption) constitutes a default under the Trust Agreement. If an event of default happens, then during the
continuance thereof the Trustee or the owners of not less than a majority in aggregate principal amount of
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Certificates then Outstanding will be entitled upon notice in writing to the Corporation and to the County,
to exercise the remedies provided to the Corporation and Trustee in the Trust Agreement and in the
Sublease then in default; provided, that nothing contained in the Trust Agreement will affect or impair the
right of action of any Owner to institute suit directly against the County to enforce payment of the
obligation evidenced and represented by such Owner’s Certificate; and provided further, that
notwithstanding anything in the Trust Agreement or in the Sublease to the contrary there will be no right
to accelerate the Base Rental Paymenis or otherwise to declare any Rental Payments not then in default to
be immediately due and payable. The Trustee will have the right (a) by mandamus, or other action or
proceeding or suit at law or in equity to enforce its rights against the Corporation or the County or any
supervisor, officer or employee thereof, and to compel the Corporation or the County or any such
supervisor, officer or employee thereof to observe or perform its or his duties under applicable law and
the agreements, conditions, covenants and terms contained in the Trust Agreement required to be
observed or performed by it or him; or (b) by suit in equity to enjoin any acts or things which are
unlawful or violate the rights of the Trustee.

Anything in the Trust Agreement to the contrary notwithstanding, upon the occurrence
and continuance of an Event of Default.

Obligations and Liabilities of the Trustee. The Trust Agreement contains provisions
that set forth the express terms and conditions regarding the duties and liabilitics of the Trustee.

Pursuant to the Trust Agreement, the County, to the extent permitied by law, assumes
liability for, and agrees to defend, indemnify, protect, save and keep harmless, the Trustece and its
directors, officers and employees and ifs successors and assigns from and agamst any and all liabilities,
obligations, losses, damages (including consequential damages incurred by others), taxes and impositions,
penalties, fines, claims, actions, suits, costs and expenses and disbursements (including legal fees and
expenses) of whatsoever kind and nature imposed in, asserted against or incurred or suffered by the
Trustee or its directors, officers or employees or its successors and assigns in any way relating to or
arising out of (i) the condition, management, maintenance or use of or from any work done in connection
with the Projects by the County, including as a result of the use, storage, disposal, presence or release of
any Hazardous Substances on or about the Projects, (ii) any act of negligence of the County or of any of
its agents, contractors, supervisors, employees, invitees, licensees or officers in connection with the
Projects, (iii) the authorization of the payment of any costs or expenses of the acquisition and construction
of the Projects, or (iv) the exercise of any rights or obligations of the Trustee under the Trust Agreement;
provided, that no indemnification will be made for willful misconduct or negligence under the Trust
Agreement by the Trustee.

The Trust Agreement provides that the Trustee may resign and become discharged from
its duties under the Trust Agreement, by giving prior written notice o the County and to the Corporation
and by notice by mail to all owners of Certificates. Also, the Trust Agreement provides for the removal
of the Trustee from its duties under the Trust Agreement by the County upon written notice to the Trustee
and the Corporation and upon notice by mail to all owners of Certificates. Any successor Trustee must,
among other requirements, be a bank or trust company doing business and having a principal corporate
trust office in California or, if it does not have a principal corporate trust office in California, having the
power under California law to perform all the duties of the Trustee under the Trust Agreement as
evidenced by an opinion of its counsel, having (or, if such bank or trust company is a member of a bank
holding company system, the bank holding company of which has) a combined capital (exclusive of
borrowed capital) and surplus of at least $75,000,000 and subject to supervision or examination by state
or national authorities.
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Supplements to and Amendments of the Trust Agreement. The Trust Agreement and
the rights and obligations of the Corporation and the County and the owners and the Trustee thereunder
may be amended or supplemented at any time by an amendment or supplement which will become
binding when the written consents of the owners of a majority in aggregate principal amount of the
Certificates then Outstanding exclusive of Certificates disqualified as provided in the Trust Agreement,
are filed with the Trustee. No such amendment or supplement will (1) reduce the rate of interest
evidenced and represented by any Certificate or extend the time of payment thereof or reduce the amount
of principal evidenced and represented by any Certificate or extend the Certificate Payment Date thereof
without the prior written consent of the Owner of the Certificate so affected, or (2) reduce the percentage
of Owners whose consent is required for the execution of certain amendments of the Trust Agreement or
supplements thereto, or (3) modify any of the rights or obligations of the Trustee without its prior written
consent thereto.

The Trust Agreement and the rights and obligations of the Corporation and the County
and the owners and the Trustee thereunder may also be amended or supplemented at any time by an
amendment which will become binding upon execution without the written consents of any owners, but
only to the extent permitted by law and after receipt of an approving opinion of counsel and only for any
one or more of the following purposes:

() to add to the agreements, conditions, covenants and terms required by the
Corporation or the County to be observed or performed therein other agreements, conditions,
covenants and terms thereafter to be observed or performed by the Corporation or the County, or
to surrender any right reserved therein to or conferred therein on the Corporation or the County,
and which in either case will not adversely affect the interests of the owners;

(2) to make such provisions for the purpose of curing any ambiguity or of correcting,
curing or supplementing any defective provision contained therein or in regard to questions
arising thereunder which the Corporation or the County may deem desirable or necessary and
which will not adversely affect the interests of the owners; or

(3) to modify, amend or supplement the Trust Agreement in such a manner as to
maintain the tax-exempt status of interest with respect to the Certificates.

4 to provide for the requirements of any entity providing a policy of municipal
bond insurance or letter of credit or similar financial instrument for deposit in the Reserve Fund
to satisfy all or a portion of the Reserve Fund Requirement, so long as such alterations,
amendments or modifications are not materially adverse to the interest of the Owners; or

(5) for any other purpose which is not materially adverse to Owners.

Moedification of Sublease. The Corporation and the County will not amend the Sublease
without the prior written consent of the Trustee, which consent will be given only (i) if, based upon an
Opinion of Counsel or a Certification of the County, such amendment will not result in any material
impairment of the security given or intended to be given by the Sublease for the payment of the Rental
Payments, or (1) to provide for the requirements of any entity providing a policy of municipal bond
insurance or letter of credit or similar financial instrument for deposit in the Reserve Fund to satisfy all or
a portion of the Reserve Fund Requirement, so long as such alterations, amendments or medifications are
not materially adverse to the interests of the Owners, or (iii) if the Trustee first obtains the written
consents of the owners of at least a majority in aggregate principal amount of the Certificates then
Outstanding to such alterations, amendments or modifications.
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APPENDIX E

PROPOSED FORM OF LEGAL OPINION

[Closing Date]

County of Santa Barbara
Santa Barbara, California

County of Santa Barbara

2008 Certificates of Participation, Series A-1 and Series A-2
(Final Opinion)

Ladies and Gentlemen:

We have acted as special counsel to the County of Santa Barbara (the “County™) in
connection with the execution and delivery of $23,600,000 aggregate principal amount of County of
Santa Barbara 2008 Certificates of Participation, Series A-1 and Series A-2 (the “Certificates™). In such
connection, we have reviewed a lease, dated as of June 1, 2008 (the “Lease™), between the County, as
lessor, and the Santa Barbara County Finance Corporation, Inc., as lessee (the “Corporation™); a sublease,
dated as of June 1, 2008 (the “Sublease™) between the Corporation, as lessor, and the County, as lessee; a
trust agreement, dated as of June t, 2008 (the “Trust Agreement™), among the County, U.S. Bank
National Association, as trustee (the “Trustee”) and the Corporation; a tax certificate of the County, dated
as of the date hereof (the “Tax Certificate™); opinions of counsel to the County, the Corporation and the
Trustee; certificates of the County, the Trustee, the Corporation and others; and such other documents,
opinions and matters to the extent we deemed necessary to render the opinions set forth herein.
Capitalized terms not otherwise defined herein shall have the meanings set forth in the Sublease.

The opinions cxpressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hereof. We have
not undertaken to determine, or to inform any person, whether any such actions are taken or omitted or
events do occur or any other matters come to our attention after the date hereof. Accordingly, this
opinion speaks only as of its date and is not intended to, and may not, be relied upon in connection with
any such actions, events or matters. Our engagement with respect to the Certificates has concluded with
their execution and delivery, and we disclaim any obligation to update this letter. We have assumed the
genuineness of all documents and signatures presented to us (whether as originals or as copies) and the
due and legal execution and delivery thereof by, and validity against, any parties other than the County.
We have assumed, without undertaking to verify, the accuracy of the factual matters represented,
warranted or certified in the documents, and of the legal conclusions contained in the opinions, referred to
in the first paragraph hereof. Furthermore, we have assumed compliance with all covenants and
agreements contained in the Lease, the Sublease, the Trust Agreement and the Tax Certificate including
(without limitation) covenants and agreements compliance with which is necessary to assure that future
actions, omissions or events will not cause the interest portion of the Base Rental Payments to be included
in gross income for federal income tax purposes.
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We call attention to the fact that the rights and obligations under the Certificates, the
Lease, the Sublease, the Trust Agreement and the Tax Certificate and their enforceability may be subject
to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other
laws relating to or affecting creditors’ rights, to the application of equitable principles, to the exercise of
judicial discretion in appropriate cases, and to the limitations on legal remedies against counties in the
State of California. We express no opinion with respect to any indemnification, contribution, penalty,
choice of law, choice of forum, choice of venue, waiver or severability provisions contained in the
foregoing documents, nor do we express any opinion with respect to the state or quality of title to or
interest in any of the real or personal property described in or as subject to the lien of the Lease, the
Sublease or the Trust Agreement or the accuracy or suffictency of the description contained therein of, or
the remedies available to enforce liens on, any such property. Finally, we undertake no responsibility for
the accuracy, completeness or faimess of the Official Statement or other offering material relating to the
Certificates and express no opinion with respect thereto.

Based on and subject to the forcgoing, and in reliance thereon, as of the date hereof, we
are of the following opinions:

1. The Lease, the Sublease and the Trust Agreement have been duly executed and
delivered by, and constitute the valid and binding obligations of, the County.

2. The obhgation of the County to make the Base Rental Payments during the term
of the Sublease constitutes a valid and binding obligation of the County, payable from funds of the
County lawfully available therefor.

3 Assuming due authorization, execution and delivery of the Trust Agreement and
the Certificates by the Trustee, the Certificates are entitled to the benefits of the Trust Agreement.

4. The portion of each Base Rental Payment designated as and constituting interest
paid by the County under the Sublease and received by the registered owners of the Certificates is
excluded from gross income for federal income tax purposes under Section 103 of the Intemal Revenue
Code of 1986 and is exempt from State of California personal income taxes. The interest portion of each
Base Rental Payment is not a specific preference item for purposes of the federal individual or corporate
alternative minimum taxes, although we observe that the interest portion of each Base Rental Payment is
included in adjusted current earnings when calculating corporate alternative minimum taxable income.
We express no opinion regarding other tax consequences related to the ownership or disposition of the
Certificates or the accrual or receipt of the interest portion of each Base Rental Payment.

Faithfully yours,

ORRICK, HERRINGTON & SUTCLIFFE LLP

per

E-2



APPENDIX F
FORM OF CONTINUING DISCLOSURE AGREEMENT

This CONTINUING DISCLOSURE AGREEMENT (the “Disclosure Agreement™) is
executed and delivered by the County of Santa Barbara, California (the “County”) and U.S. Bank
National Association (in its capacity as the “Trustee” and as the “Dissemination Agent”) in connection
with the execcution and delivery of $23,600,000 County of Santa Barbara 2008 Certificates of
Participation, Series A-1 and Serics A-2 (the “Certificates™). The Certificates are being executed and
delivered pursuant to a Trust Agreement, dated as of June 1, 2008, by and among the County, the Santa
Barbara County Finance Corporation, Inc., and the Trustee (the “Trust Agreement™). The County, the
Trustee, and the Dissemination Agent covenant and agree as follows:

SECTION 1. Purpose of the Disclosure Agreement. This Disclosure Agreement is
being executed and delivered by the County, the Trustee, and the Dissemination Agent for the benefit of
the Holders and Beneficial Owners of the Certificates and in order to assist the Participating Underwriter
in complyng with S.E.C. Rule 15¢2-12(b}(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Trust
Agreement, which apply to any capitalized term used in this Disclosure Agreement unless otherwise
defined in this Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the County pursuant to, and
as described in, Sections 3 and 4 of this Disclosure Agreement.

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly,
to vote or consent with respect to, or to dispose of ownership of, any Certificates (including persons
holding Certificates through nominees, depositories or other intermediaries), or (b) is treated as the owner
of any Certificates for federal income tax purposes.

“Central Post Office” shall mean the Disclosure USA website maintained by the Texas
Municipal Advisory Council (the “MAC”™) or any successor thereto, or any other organization or method
approved by the staff or members of the Securities and Exchange Commission as an intermediary through
which issuers may, in compliance with the Rule, make filings required by this Disclosure Agreement.

“Disclosure Representative” shall mean the County Administrator of the County or his or

her designec, or such other officer or employee as the County shall designate in writing to the Trustee
from time to time.

“Dissemination Agent” shall mean the Trustee, acting in its capacity as Dissemination
Agent hereunder, or any successor Dissemination Agent designated in writing by the County and which
has filed with the Trustee a written acceptance of such designation,

“Holders™ shall mean the registercd owners of the Certificates.

“Listed Events” shall mean any of the events listed in Section 5 (a) of this Disclosure
Agreement,

“National Repository” shall mean any Nationally Recognized Municipal Securities

Information Repository for purposes of the Rule. The National Repositories currently approved by the
Securitics and Exchange Commission are set forth in Exhibit B.
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“Participating Underwriter” shall mean Banc of America Securities LLC, the original
underwriter(s) of the Certificates required to comply with the Rule in connection with the offering of the
Certificates.

“Repository” shall mean each National Repository and each State Repository.

“Rule” shall mean Rule 15¢2-12(b)35) adopted by the Securities and Exchange
Cornmission under the Securities Exchange Act of 1934, as the same may be amended from time to time.

“State” shall mean the State of California.
“State Repository” shall mean any public or private repository or entity designated by the
State as a state repository for the purpose of the Rule and recognized as such by the Securities and

Exchange Commission. As of the date of this Agreement, there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The County shall, or shall cause the Dissemination Agent by written direction, to,
not later than nine months afier the end of the County’s fiscal year (currently June 30), commencing with
the report for the 2007-2008 Fiscal Year, provide to each Repository an Annual Report which is
consistent with the requirements of Section 4 of this Disclosure Agreement. The Annual Report may be
submitted as a single document or as separate documents comprising a package, and may include by
reference other information as provided in Section 4 of this Disclosure Agreement; provided that the
audited financial statements of the County may be submitted separately from the balance of the Annual
Report and later than the date required above for the filing of the Annual Report if thev are not available
by that date. If the County’s fiscal year changes, it shall give notice of such change in the same manner
as for a Listed Event under Section 5(f). The Dissemination Agent shall have no responsibility for the
content of any Annual Report.

) Not later than fiftcen (15) Business Days prior to the date specified in subsection
(a) for providing the Annual Report to Repositories, the County shall provide the Annual Report to the
Dissemination Agent and the Trustee (if the Trustee is not the Dissemination Agent). If by fifteen {15)
Business Days prior to such date the Dissemination Agent has not received a copy of the Annual Report,
the Dissemination Agent shall contact the County to determine if the County 18 in compliance with
subsection (a).

(c) If the Trustee has not received the Annual Report and is unable to verify that an
Apnual Report has been provided to Repositories by the date required in subsection (a), the Trustee shall
send a notice to each Repository in substantially the form attached as Exhibit A.

(d) The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report the
name and address of each National Repository and the State Repository, if any; and

(i1) if the Annual Report is provided to the Dissemination Agent for filing,
file a report with the County and (if the Dissemination Agent is not the Trustee) the Trustee certifying that
the Annual Report has been provided pursuant fo this Disclosure Agrecment, stating the date it was
provided and listing zll the Repositories to which it was provided.
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SECTION 13. Notices. Any notices or communications to or among any of the parties

to this Disclosure Agreement may be given as follows:

To the County:

To the Trustee:

County of Santa Barbara

105 East Anapamu Street

Santa Barbara, Califorma 93101
Attention: Robert W. Geis
Telephone: (805} 568-2100
Facsimile: (805) 568-2016

With Copy to:

County of Santa Barbara

105 East Anapamu Street

Santa Barbara, California 93101
Attention:; Bernice James
Telephone: (8035) 568-2490
Facsimile: (805) 568-2487

U.S. Bank National Association
633 West Fifth Street, 24th Floor
Los Angeles, California 90071
Attention: Corporate Trust Services
Telephone: (213) 615-6005
Facsimile: (213) 615-6196

Any person may, by written notice to the other persons listed above, designate a different

address or telephone number(s) to which subsequent notices or communications should be sent.

SECTION 14. Beneficiaries.

This Disclosure Agreement shall inure solely to the

benefit of the County, the Trustee, the Dissemination Agent, the Participating Underwriter and Holders
and Beneficial Owners from time to time of the Certificates, and shall create no rights in any other person

or catity.
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SECTION 15. Counterparts. This Disclosure Agreement may be executed in several
counterparts, each of which shall be an original and all of which shall constitute but one and the same
instrument.

Dated June 26, 2008

COUNTY OF SANTA BARBARA
By:
Chair of the Board of Supervisors
[SEAL]
APPROVED AS TO ACCOUNTING
ATTEST: FORM:
Michael F. Brown, Robert W. Gets, C.P.A.,
Clerk of the Board of Supervisors Auditor-Controller
By By
APPROVED AS TO FORM: APPROVED AS TO FORM:
Daniel J. Wallace, Ray Aromatorio,
County Counsel Risk Manager
By By

U.S. BANK NATIONAL ASSOCIATION
as Trustee and as Dissemination Agent

By:
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Obligated Party: County of Santa Barbara (the “County™)
Name of Certificate Issue: 2008 Certificates of Participation, Series A-1 and Series A-2
Date of Delivery: June 26, 2008

NOTICE 1S HEREBY GIVEN that the County has not provided an Annual Report with
respect to the above-named Certificates as required by Section 3 of the Continuing Disclosure Agreement
dated as of , 2008 between the County and U.S. Bank National Association, as Trustee and

as Dissemination Agent. [The County anticipates that the Annual Report will be filed by
]

Dated:

U.S. BANK NATIONAL ASSOCIATION, as
Dissemination Agent, on behalf of the County
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EXHIBIT B
An updated hist of Nationally Recognized Municipal Securities Information Repositories

approved by the Securities and Exchange Commuission may be found at the following internet address:
hitp://'www.sec.gov/info/municipal/nrmsir.htm
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APPENDIX G
DTC AND THE BOOK-ENTRY ONLY SYSTEM

The information in this Appendix G concerning The Depository Trust Company, New York, New
York (“DTC”) and DTC'’s book-entry system has been obtained from DTC and the Counly takes no
responsibility for the completeness or accuracy thereof. The County cannot and does not give any
assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners
(a) payments of interest, principal or premium, if any, with respect to the Certificates, (b} certificates
representing ownership interest in or other confirmation or ownership interest in the Certificates, or (c)
redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the
Certificates, or that they will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect
Participants will act in the manner described in this Appendix. The current “Rules” applicable to DTC
are on file with the Securities and Exchange Commission and the current “Procedures” of DTC to be
Jfollowed in dealing with DTC Participants are on file with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
Certificates. The Certificates will be issued as fully-registered securities registered in the name of Cede
& Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully-registered Certificate will be issued for each maturity of the Certificates,
each in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a
member of the Federal Reserve System, a “clearing corporation” within the meaning of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions of Section 17A
of the Securities Exchange Act of 1934, DTC holds and provides asset servicing for over 3.5 million
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
mstruments (from over 100 countries) that DTC’s participants (“Direct Participants™) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges
between Direct Participants’ accounts. This eliminates the need for physical movement of securitics
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust
cornpanics, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of
The Depository Trust & Clearing Corporation (“DTCC”). DTCC, is the holding company for DTC,
National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTTC is owned by users of its regulated subsidiaries. Access to the DTC
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s
highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Comimission. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of the Certificates under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Certificates on DTC’s records. The ownership interest of
each actual purchaser of each Bond (“Beneficial Owner™) is in turn to be recorded on the Direct and
Indirect Participants” records. Beneficial Owners will not receive written confirmation from DTC of their
purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic staiements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Certificates are to be accomplished by entries made on the books of Direct and Indirect Participants acting
on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
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ownership interests in the Certificates, except in the event that use of the book-entry system for the
Certificates is discontimed.

To facilitate subsequent transfers, all 2008 Series Bonds deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may
be requested by an authorized representative of DTC. The deposit of the Certificates with DTC and their
registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial
ownership. DTC has no knowledge of the actual Beneficial Owners of the Certificates; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may
or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or reguiatory
requirements as may be in effect from time to time. Beneficial Owners of the Certificates may wish to
take certain steps to augment the transmission to them of notices of significant events with respect to the
Certificates, such as redemptions, tenders, defaults, and proposed amendments to the Indenture. For
example, Beneficial Owners of the Certificates may wish to ascertain that the nominee holding the
Certificates for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the
alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request
that copices of notices be provided directly to them.

Redemption notices shall be sent to DTC. [f less than all of the Certificates within a maturity are
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in each issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Certificates unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the
record date. The Ommibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the Certificates are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Payments of principal of, premium, if any, and interest evidenced by the Certificates will be made
to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.
DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding
detail information from the County or the Trustee, on payable date in accordance with their respective
holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, as is the case with securities held for the accounts of
customers in bearer form or registered in “street name,” and wiil be the responsibility of such Participant
and not of DTC, the Trustee, or the County, subject to any statutory or regulatory requirements as may be
in effect from time to time. Payment of principal of, premium, if any, and interest evidenced by the
Certificates to Cede & Co. (or such other nominee as may be requested by an authorized representative of
DTC) is the responsibility of the County or the Trustee, disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct and Indirect Participants.



NEITHER THE COUNTY NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO DTC PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS
WITH RESPECT TO THE PAYMENTS OR THE PROVIDING OF NOTICE TO DTC
PARTICIPANTS, INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS OR THE SELECTION
OF BONDS FOR REDEMPTION.

Neither the County nor the Trustee can give any assurances that DTC, DTC Participants, Indirect
Participants or others will distribute payments of principal of, premium, if any, and interest on the
Certificates paid to DTC or its nominee, as the registered Owner, or any redemption or other notice, to the
Beneficial Owners or that they will do so on a timely basis or that DTC will serve and act in a manner
described 1n this Official Statement.

DTC may discontinue providing ifs services as depository with respect to the Certificates at any
time by giving reasonable notice to the County or the Trustee. Under such circumstances, in the cvent that
a successor depository is not obtained, Bond certificates are required to be printed and delivered.

The County may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, Bond certificates will be printed and delivered.

In the event that the book-entry system is discontinued as described above, the requirements of
the Indenture will apply. The foregoing information concerning DTC concerning and DTC’s book-entry
system has been provided by DTC, and neither the County nor the Trustee take any responsibility for the
accuracy thereof.

The County and the Trustee cannot and do not give any assurances that DTC, the Participants or
others will distribute payments of principal, interest or premium, if any, evidenced by the Certificates paid
to DTC or its nominee as the registered owner, or will distribute any redemption notices or other notices,
to the Beneficial Owners, or that they will do so on a timely basis or will serve and act in the manner
described in this Official Statement. Neither the County nor the Trustee are responsible or liable for the
failure of DTC or any Participant to make any payment or give any notice to a Bencficial Owner with
respect to the Certificates or an error or delay relating thereto.
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