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627 West 21st Street
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Dear Presiding Judge Kirthara:

Internal Audit Services (IAS) of the Judicial Council of California, Administrative Office of the
Courts, presents its audit report entitled, Merced Superior Court, Limited Review of the New
Downtown Courthouse Construction Costs and Other Related Muatters dated June 2010,

In accordance with a request from Merced Superior Court (Court), IAS has conducted a limited
review of the accounting of revenues and expenditures for the New Downtown Courthouse
construction project in Merced, California. The report on this review is attached.

In May 2009, the Court Executive Officer requested the limited review as indicated above. The
results of this limited review (refer to section I, Scope and Methodology), indicate that it
generally appears that the revenue sources can be accounted for and reports provided
summarized the expenditures made. It is also concluded based on the information and reports
provided by the County, that there appears to be residual, or excess, construction funds of at least
$802,000 that should be allocated back to the various funding sources of the construction project.
These funding sources include the local Courthouse Construction Fund, the State Court Facilities
Construction Fund, and the Court.

There are also other significant issues detailed in the report that include:
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e Incorrectly using the Court’s annual $310,000 contribution of civil assessment funds
prior to using CCF funds to support the debt service payments. This is the reverse of the
order specified in the 2005 Construction MOU and the Certificates of Participation debt
service documents which required the CCF to be used first. Additionally, this does not
comply with Government Code Section 76223.

e The lack of consideration of interest and other investment revenue as part of the
construction budget.

The Court’s responses to the issues and recommendations contained in the report are included in
the report. Additionally, the Court on August 9, 2010, provided a final letter to IAS concerning
the review and that letter is included at the end of the report in Section VI, Court’s Response to
Report. The County has been very cooperative in addressing the corrective measures and
accounting recommendations that were discussed with it. The County, while not formally
responding to the report, did state in an email to TAS that they “did want to respond that no
tormal comments from the County does not represent our concurrence with your findings and
recommendations.”

If you have any questions concerning the attached audit report, please do not hesitate to contact

s :"",.‘"}

j;f" Tohn Jdnick
Sentor Manager
Internal Audit Services

Attachments

ce:
Mr. Kathleen Goetsch, Executive Officer
Ms. Jody Patel, Regional Administrative Director, AQC, Northern/Central Region
Mr. Lee Willoughby, Director, AOC, Office of Court Construction and Management
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This report contains confidential material for the sole use of the intended recipient(s). Any review, use,
distribution, or disclosure to or by others is strictly prohibited.

For authorization to distribute this report please contact:

Mr. John A. Judnick

Senior Manager, Internal Audit Services
Administrative Office of the Courts
Phone: 415-865-7450

Fax: 415-865-4337

E-mail: john.judnick@ jud.ca.gov
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EXECUTIVE SUMMARY

Internal Audit Services (IAS) of the Administrative Office of the Courts (AOC) was requested by the
Merced Superior Court (Court) to perform a limited review of the final accounting for the construction of
the New Downtown Courthouse (Courthouse) in Merced, California. The limited review would cover the
funding sources, including the interest and investment revenue earned, and the construction expenditures.
Additionally, IAS was requested to review the funding of and the initial related debt service payments
related to the construction of the Courthouse.

Our overall conclusion from the records provided and reviewed, is that it generally appears that the
revenue sources can be accounted for and reports provided summarized the expenditures made. IAS can
also conclude based on the information provided by the County, that there appears to be residual, or
excess, construction funds of at least $802,000 that should be allocated back to the various funding
sources of the construction project, specifically the Courthouse Construction Fund (CCF), the State Court
Facilities Construction Fund, and the Court. There are also other significant issues detailed below that
were identified from this review including:
e Incorrectly using the Court’s annual $310,000 contribution of civil assessment funds prior to using
CCF funds to support the debt service payments. This is the reverse of the order specified in the
2005 Construction MOU and the Certificates of Participation debt service documents which
required the CCF to be used first. Additionally, this does not comply with Government Code
Section 76223.
e The lack of consideration of interest and other investment revenue as part of the construction
budget.

History
On April 5, 2005, the County of Merced (County), the Merced Superior Court , and the AOC entered into

a Construction Memorandum of Understanding (Construction MOU) to document the agreement and
conditions concerning the funding sources and the budgeted construction expenditures totaling
$19,740,279 for the construction of the Courthouse. The project was collaboratively funded by the
County, the Court, and the State, using:

e courthouse construction funds;

e civil assessment funds;

e court funds;

e a$3,040,000 capital appropriation from the judicial branch's State Court Facilities Construction

Fund (SCFCF); and
e $10.2 million of 25 year Series 2005 Certificates of Participation (COP) issued by the County.

Revenues from fines, fees, and penalty assessments deposited in the Courthouse Construction Fund,
together with the Court’s $310,000 of annual civil assessment monies (Failure to Appear) would be used
to support the debt service payments on the COP. The MOU required that the CCF is to be used first
before the Court’s civil assessment funds to support the debt service payments. The MOU also specified
the various responsibilities and obligations of the County, the Court, and the AOC.
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The design and construction of the Courthouse was a County managed project with input from the Court
and the AOC’s Office of Court Construction and Management (OCCM). The Courthouse construction
was started in June 2005, after 15 years of planning, and was considered substantially complete in March
2007. The Court moved into the Courthouse in April 2007. During the design and construction period, it
appears that if OCCM was more involved, especially with respect to the budget completeness in
accordance with the provisions in the MOU (AOC Responsibilities and Obligations), that some of the
issues in this report could have been mitigated or brought to light sooner.

Under the Trial Court Facilities Act of 2002, the AOC and the County entered into a transfer of
responsibility agreement on December 12, 2006 for the Courthouse. The transfer agreement provided for
the transfer of title from the County to the State on behalf of the Judicial Council of California at such
time as the bonded indebtedness encumbering the Courthouse would be fully paid and all other conditions
satisfied. The last payment on the COP is scheduled to occur in June 2030.

County Construction Records

In May 2009, the Court communicated to IAS its concern that a final accounting for the Courthouse as
required by the Construction MOU had not been received from the County. The Court and IAS met with
the County in August 2009 concerning this and in May 2010 the County provided the Court with a high
level accounting (total by fiscal year) reports of funding sources, construction expenditures, and the COP
debt service payments. The timeframe is indicative of the County not dedicating a fiscal person to the
project. The lack of dedication of a fiscal person is also directly associated with the difficulties the
County has encountered in providing accurate and timely financial information upon request of the Court
and IAS.

The County referred to the reports it provided as “Transaction Analysis Reports” (See Appendix V. 5 for
the reports) since it had to analyze general ledger funds to determine both how it used them and how it
should have used them. The County provided the Transaction Analysis Reports for the following funds:
e Courthouse Construction Fund (CCF) - to account for the revenues as specified by the Board of
Supervisor’s resolution and the expenditures related to the construction of the New Downtown
Courthouse and the associated COP debt service payments.
e Superior Court Debt Service Fund — to account for the annual $310,000 civil assessment (Failure
to Appear) funds received from the Court.
e Debt Service — Justice Facility Fund — this is a pass through fund to record the monies transferred
from the CCF and the Court’s civil assessment funds (initially deposited in the Superior Court
Debt Service Fund) to support the COP debt service payments issued to finance the construction
of the New Downtown Courthouse.
e Capital Projects Fund — Justice Facility — this fund was established by the County to record the
funding sources including the interest and investment revenue and the expenditures incurred in the
construction of the New Downtown Courthouse.

The County also established County Trust Fund # 2466 to track the deposit of the $3,040,000 funding
received from the State Court Facilities Construction Fund. According to the County, this trust fund was
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drawn to a zero balance on June 13, 2007. This fund, however, was allocated interest revenue on June 30,
2007, and as of June 16, 2010, it had interest revenue totaling $15,394 in it.

Additionally, the County issued 2005 COP required a separate certificate reserve fund and the balance in
this fund at June 30, 2009 totaled $766,000. This reserve fund is maintained by a third party trustee as
required by the COP documents and is reported by the County as a restricted asset in its Comprehensive

Annual Financial Report (CAFR) entitled “Non-Major Debt Service Fund, Courthouse Construction

COP”.

The County submitted Transaction Analysis Reports reported the following balances at May 11, 2010.

Account Balances Related to the Construction of the New Downtown Courthouse

Sour ce: Source: County
o Source: County Additional Comprehensive
Descriptions Submitted Transaction Information from | Annual Financial
Analysis Reports the County Reports (CAFR)
Balance at Balance at Balance at
May 11, 2010 June 16, 2010 June 30, 2009 Total
Courthouse Construction Fund
Fund 2451
(Fu ) $ 790,510 $ 790,510
Superior Court Debt Service Fund
(Fund 2482) 1,077,224 1,077,224
Debt Service - Justice Facility Fund
(Fund 1802) 176,429 176,429
Capital Projects Fund — Justice Facility
(Capital Projects Fund) - Fund 1812 3,651 3,651
2005 COP
Certificate Reserve Fund ) ) $ 766,637 766 637
County Trust Fund 2466 - $ 15,394 15,394
Total $ 2,047,814 $ 15,394 $ 766,637 $2,829,845

Significant | ssues
A summary of the significant issues identified by IAS follows:

1. Incorrect Order of Funds Used To Support the Debt Service Payments
This resulted in the over-statement of the CCF balance and under-statement of the Superior Court Debt

Service Fund balance at June 30, 2009 by at least $1,008,043 plus interest and investment revenue of
$67,938.

The 2005 Construction MOU and the 2005 COP debt service documents require that the funds in the CCF
are to be used first toward the debt service payments with the Court’s $310,000 annual civil

assessment payments covering any difference between the debt service requirements and the CCFs.
Government Code (GC) section 76223 also provides that the total amounts deposited from the Court’s
civil assessments may not exceed in any fiscal year the amount payable on the construction costs less any
amount payable by the CCF. Construction costs also include the payment on the bonded indebtedness or
other encumbrance used to finance the construction.
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The Court started making the $310,000 civil assessment contribution in 2005/2006, which is also the year
the debt service payments started. From 2005/2006 to 2008/2009, the County used the civil assessment
funds first rather than the CCF to support the debt service payments. This resulted in the over-statement
of the CCF balance at June 30, 2009 by at least $1,008,043 (plus interest and investment revenue of
$67,938). Additionally, it resulted in a corresponding under-statement in the Superior Court Debt Service
Fund by the same amount.

Utilization of an incorrect methodology in the usage of the funds resulted in non-compliance with GC
76223 — that limited the use of the Court’s civil assessment funds to augment the CCF for the payment of
construction costs. This was communicated to the County and the County immediately made the
necessary adjustments in its accounting system including allocating interest and investment revenue of
$67,938 to the Superior Court Debt Service Fund. See the table on the previous page for the adjusted
balance at May 11, 2010.

2. Allocation of the Excess Construction Funds of at least $802,000 — M ethodology to

be Determined
The funding plan specified in the 2005 Construction MOU did not include an amount estimated for
interest and other investment revenue earned on the funding sources while the construction was in
progress. The County of Merced allocated $919,971 of interest and other investment revenue earned
on the construction funds while the funds were deposited with the County and the Trustee (involved in
the COP facility lease/sublease arrangements). This resulted in a residual excess of construction funds
of approximately $766,000 that currently reside in the CCF as of May 11, 2010. Due to the budgetary
constraints on the Courthouse project, if known and budgeted for, these funds could have avoided
elimination of design changes made to accommodate the budget imposed on the Courthouse project.

Additionally, there is also an estimated $36,000 of excess construction funds currently residing in the
Capital Projects Fund, County Trust Fund # 2466, and with the AOC.

The Court should discuss with the OCCM the methodology to be used in allocating the excess
construction funds totaling at least $802,000 ($766,000 plus $36,000) to the CCF, the Court, and the State
Court Facilities Construction Fund (SCFCF) noting the provision in the Construction MOU regarding the
return of any remaining capital funds to the SCFCF. Once the methodology is agreed upon, it should be
communicated to the County and a final accounting of the excess construction funds can be obtained from
the County.

3. Interpretation of a Provision in the COP’s Facilities Sublease Agreement (which ispart of

the COP agreement) — Resulting in the CCF Funds Not Used Appropriately
Section 3.06 of the Facilities Sublease Agreement provided that the amounts on deposit in the CCF shall
be applied solely for payment of the costs of the Courthouse construction project or for the payment of the
base rental payments and if and to the extent that the amounts on deposits in the CCF are not sufficient to
pay the base rental payments for any rental period, such rental payments shall be paid by the County
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...from amounts on deposit in the Courthouse Construction Civil Assessment Fund. (Note: The base
rental payments refers to the COP debt service payments).

Once the allocation of the excess construction funds to the CCF is determined resulting in the CCF
reporting a balance on deposit, the amount on deposit in the CCF should then be used first to support the
debt service payments before the Court’s civil assessment funds are used. This will result in further delay
in the usage of the Court’s civil assessment funds to support the debt service payments. This information
should be communicated to the County to assist the County in its accounting of the CCF and the Court’s
civil assessment funds in support of the debt service payments.

4. The County Submitted Transaction Analysis Report for the Capital Projects Fund

Contained only High L evel and Not Detailed | nformation
The information contained in the County submitted Transaction Analysis Report for the Capital Projects
Fund reporting total construction expenditures of $19,787,146 was provided at a high level — only the
annual expenditures charged per fiscal year from 2003/2004 thru May 11, 2010 were reported. Since the
County did not provide an updated “Budget against Actual Expenditures Spreadsheet” detailing the
expenditures incurred by line item, IAS updated the most recent spreadsheet (January 2009) received from
the County with transactions that occurred from March to July 2009 according to the County’s
Department of Public Works “Accounts Payable” listing. IAS compared the total construction
expenditures per the Transaction Analysis Report to the total expenditures per the updated “Budget
against Actual Expenditures Spreadsheet” and the variance between these two reports of .08% is not
considered material.

While the Court believes that the County’s Department of Public Works (DPW) performed an excellent
job in managing the Courthouse project and bringing the project to conclusion, the Court expressed
concern about the increase in some of the budgeted line items and the expenditures charged to the
Courthouse project. Specifically, the concern was centered on reasonableness and appropriateness of the
additional charges by the County’s Department of Public Works for professional charges and the removal
of the relocatables and the associated landscaping costs. Details on these charges are in the table on the
next page.

While the Court and IAS requested documentation concerning the above, the documentation was not
supplied by the County. The Court and IAS relied on the accuracy of the County submitted reports.
Moreover, the County individual charged with the construction of the Courthouse has since retired from
the County so that detailed and historical knowledge regarding the construction of the Courthouse is no
longer resident with the County.
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Source: County DPW’s “January 2009 Budget against Actual Spreadsheet” and “Accounts Payable Listing —

March to July 2009”

O e [l Revised Budget Variance C%?\irgfgtitgn Variance Between
— per per County DPW in Project per DPW Amount Charged and
Description cahe2005 | spreadsheet dated Budget Reports the Revised Budget
MOU January 15, 2009 (B-A) (D-B)
A B C D E
DPW Charges:
DPW (Professional Service) $215,000 $215,000 - $215,000 -
DPW (Professional Service) -
additional project management &
inspection - delay - 129,321 $129,321 120,761 $(8560)
Inspection 140,000 151,000 11,000 151,000 -
Total DPW Charges 355,000 495,321 140,321 486,761 (8,560)
Relocatables and Associated Land ing:
Remove relocatables, restore walks,
irrigations and landscaping, sprinkler
valves, disconnect phone services -
Department 5,7, 8 and the criminal
trailer - 73,908 73,908 70,307 (3,601)
Total Relocatables and Associated
L andscaping - $73,908 $73,908 $70,307 $(3,601)
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. SCOPE AND METHODOLOGY

Internal Audit Services (IAS) of the Administrative Office of the Courts (AOC) was requested by the
Merced Superior Court (Court) to perform a limited review of the final accounting for the construction of
the New Downtown Courthouse (Courthouse) in Merced, California. The limited review would cover the
funding sources, including the interest and investment revenue earned, and the construction expenditures.
Additionally, IAS was requested to review the funding of and the initial related debt service payments
related to the construction of the Courthouse.

IAS’ review was limited to the following:

Inquiries, interviews, and discussions with Court, County, and AOC’s Office of Court
Construction and Management (OCCM) personnel regarding the funding sources including the
interest and investment revenue, the construction expenditures, and the associated COP debt
service payments for the construction of the New Downtown Courthouse.

Review and analysis of the terms specified in the 2005 Construction MOU, the 2003 Trial Court
Facilities Agreement, and the 2005 Certificates of Participation (COP) debt service documents.

Review and analysis of the Transaction Analysis Reports (See Appendix V.5 for the reports
received) and other information including the annual Courthouse Construction Fund report
received from the County related to the construction of the New Downtown Courthouse in Merced.
The funds reviewed included:

o Courthouse Construction Fund

0 Superior Court Debt Service Fund

0 Debt Service - Justice Facility Fund

o0 Capital Projects Fund - Justice Facility
Since the information contained in the County submitted Transaction Analysis Reports was

provided at a high level, IAS’ review consisted mainly of inquiries and interview of the County
personnel charged with the report preparation and review of some of the general ledger details
made available to IAS.

High level review of the “January 2009 Budget to Actual spreadsheet” detailing the budgeted and
actual construction expenditures by line item received from the County’s Department of Public
Works (DPW). This spreadsheet was updated by IAS for information received from DPW’s
Accounts Payable Listing for the period March to July 2009. The review focused on discussions
and interviews concerning the :
o Charges by the DPW for managing the construction.
0 Reasonableness of professional fees paid to the architect and the outside construction
management firm.
0 Costs associated with the removal of the trailers.
o0 Costs associated with the landscaping of County property resulting from the removal of the
trailers.
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e Since the construction of the Courthouse is a County managed project, IAS did not review the
various contracts the County entered into or the associated invoices including the timesheets to
support the personnel time charged to the construction project because they reside with the County.
While the Court and IAS requested the information and documents mentioned previously, they
were not made available to IAS.
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1. BACKGROUND

A. General Background

Statutes

The Lockyer-Isenberg Trial Court Funding Act of 1997 (Assembly Bill 233, Escutia and Pringle) provides
for the transfer of primary obligation for funding of court operations from counties to State. The
restructuring of funding of trial court operations accomplished by the Lockyer-Isenberg Trial Court
Funding Act of 1997 ended a dual system of county and State funding and created a more stable and
consistent funding source for trial court operations. Counties, however, continued to bear primary
responsibility for trial court facilities.

In 2003, the Trial Court Facilities Act of 2002 (Senate Bill 1732) was enacted into law. This legislation
finalized the goal of trial court funding reform envisioned in the Lockyer-Isenberg Trial Court Funding
Act of 1997 by authorizing the transfer of title and management responsibility for court facilities from the
counties to the State. Most of the county courthouses and related facilities have since transferred to the
state.

Court Facilities

The Superior Court of California, County of Merced operates in court facilities that serve population
centers principally located near the Interstate 5 and Highway 99 corridors. The Court currently operates in
the following facilities and all of its facilities have since transferred to the state or have been consolidated
with other facilities:

Source: OCCM’s Completed Transfer Agreements through December 29, 2009 and lease agreements

Executed Agreement SEETVEEELS
Building Name Agreement Type Dat?a of
Transfer
New Downtown Merced Deferred Transfer of
Courthouse Title* December 12, 2006 April 2, 2007
Old Court (New Courts Bldg ) Transfer of Title December 12, 2006 February 21, 2007
Transfer of
Los Banos Courtroom Responsibility June 19, 2007 June 25, 2007
Iris Garrett Juvenile Justice Transfer of
Correctional Complex Responsibility June 19, 2007 June 25, 2007
Criminal Trailer, Department 5, The trailers have since been removed and the Court
7 and 8 (in trailers) Consolidated December 12, 2006 has relocated to the new Courthouse.
The Judicial Council entered into a lease agreement
with the County on behalf of the Court for the West
Wing portion of the Adobe Building. Lease term
Adobe Building Consolidated December 12, 2006 was extended to June 30, 2011.
The Judicial Council entered into a lease agreement
Department 4 (currently known with the County on behalf of the Court. Lease term
as Courtroom10) Consolidated December 12, 2006 is from July 1, 2007 to June 30, 2011.
Family Law Court Consolidated December 12, 2006 Relocated to new Courthouse.
Jury Assembly Building Consolidated December 12, 2006 Relocated to new Courthouse.

* Delayed transfer of title until the bonded indebtedness encumbering this property is fully paid and satisfied. The last
payment on this indebtedness is scheduled for June 2030.
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The New Downtown Merced Courthouse (The Courthouse)

The design and construction of the New Downtown Courthouse located at 2260 “N” Street, Merced,
California, was managed by the County of Merced with input from the Court and the AOC’s Office of
Court Construction and Management (OCCM). The project was collaboratively funded by the County,
the Court, and the State, using county courthouse construction funds, civil assessment funds, court funds,
and a capital appropriation from the judicial branch's State Court Facilities Construction Fund.

The Courthouse, a 57,600-square-foot building is the first new court facility to be constructed in Merced
since 1950. This new courthouse has five jury-capable courtrooms with full holding facilities, one non-
jury courtroom for Family Court and space for potential build-out for a seventh courtroom which was
subsequently converted to a public counter space and office space for court staff. The Courthouse will
also replace six court facilities: Consolidation of Department Five modular building, Department Seven
and Eight modular building, Criminal Clerks modular building, the Jury Assembly Room Building, and
the leased Family Law Court.

The Los Banos Courthouse
SB1407 was enacted by the state Legislature in 2008 to provide up to $5 billion in funding for 41 new and
renovated court facilities using court user fees rather than the State’s general fund.

In November 2009, the New Los Banos Courthouse in Merced received funding authorization by the State
Public Works Board. This authorization enables the AOC to proceed with the site selection,
environmental review, and preliminary plans which is the initial portion of architectural design. The
proposed Los Banos Courthouse project would replace the current courthouse with a modern, secure, and
functionally appropriate courthouse. It would expand court services in western Merced County by
providing a jury assembly room and adding a family law division and family law proceedings, including
mediation and self-help services. It would also provide one additional courtroom to accommodate a
planned new judgeship.

B. Government Code Section and Agreements

GC 76223 — L imitation on the Use of the Court’s Civil Assessment Funds - Failureto Appear
California Rules of Court (CRC) 10.810 specifies allowable and unallowable court costs. While some
facility related costs are allowable use of court funds, for example, interior painting, replacement and
maintenance of flooring, and space rental for records storage, facility related costs involving construction
are unallowable court costs.

To address the issue noted above, the Legislature enacted Government Code section 76223 as part of the
Trial Court Facilities Act of 2002 (Senate Bill 1732) to allow the Merced Superior Court to use its civil
assessment (failure to appear) funds to augment other funds made available for the construction of court
facilities in Merced - pursuant to a written agreement entered into prior to January 1, 2004 between the
County Board of Supervisors and the Presiding Judge of the Court. GC 76223 also specified limitation on
the use of the Court’s civil assessment funds to ensure that the County of Merced receives court funds
(civil assessments — failure to appear) only as are reasonable and necessary for the construction of the
Courthouse. See Section Il1. D for more detail.
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Trial Court Facilities Agreement (Agreement)

To implement the provisions of GC 76223, the County board of supervisors and the presiding judge of the
superior court executed the “Trial Court Facilities Agreement” (Agreement) on December 23, 2003. This
Agreement provided that the County will continue to use revenues from the Courthouse Construction
Fund (CCF) and Civil Assessments as provided in Penal Code section 1214.1 to fund the construction of
the Courthouse. The Agreement further provided that the Court may deposit additional court funds as
may be necessary to pay for the construction of the proposed courthouse and to repay the related County
borrowings.

2005 Construction Memorandum of Under standing (2005 Construction M OU)

Additionally, on April 5, 2005, the County, Court, and the AOC entered into a Construction MOU to
document the funding sources and the budgeted construction expenditures totaling $19,740,279 for the
construction of the New Downtown Courthouse. The MOU also specified the various responsibilities and
obligations of the County, the Court, and the AOC.

C. Construction Funding Sour ces

Funding Sources:

The April 5, 2005 Construction MOU specified the funding sources for the construction of the New
Downtown Courthouse. The funding sources included funds from the Courthouse Construction Fund, the
Court’s reserve, the State Court Facilities Construction Fund, and the net proceeds from the County’s
issuance of the $10.2 million 2005 Certificates of Participation (COP).

Budgeted/Estimated Funding Sources: Dollar Amounts
Transfers from the Courthouse Construction Fund (CCF) to the

Capital Projects Fund - Justice Facility (County Fund 1812 /Budget

Unit 17400) $ 1,190,963
Courthouse Construction Fund (Estimated Balance at June 30, 2005) 5,700,000
Court Contribution from Local Court Reserves 709,566
State Court Facilities Construction Fund 3,039,750
Net Proceeds from the $10.2 million Series 2005 COPs 9,100,000
Total Budgeted/Estimated Funding Sources $ 19,740,279

The Courthouse Construction Fund (CCF)
e According to the 2005 Construction MOU, the estimated funding sources from the CCF are as

follows:
Description Amount
Part |: Transfersfrom the CCF tothe Capital Projects Fund -
Justice Facility (County Fund 1812/Budget Unit 17400):
Beginning Balance Oct 12, 2001 $ 56,644
17400/87997 "Justice Facility" M.P. 360,000
17400/87997 "Justice Facility" D.D.S. 227,319
17400/87997 "Justice Facility" C.M. 65,000
17400/87997 "Justice Facility" C.D.S 482,000
Subtotal - Part | 1,190,963
Part 11: Courthouse Construction Fund (Estimated Balance at June
30, 2005) 5,700,000
Subtotal - Part 11 5,700,000
Total - Part | and 11 $ 6,890,963
Merced Superior Court Page 11
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Based on available information, the $1,190,963 (See Part I in the table on the previous page)
represents estimated construction expenditures that were already incurred by the County and
transferred from the CCF to the Capital Projects Fund by the time the Construction MOU was
finalized in April 2005.

According to the County submitted transaction analysis report for the Capital Projects Fund, a total
of $1,229,143 (this includes the July 1, 2003 Capital Projects Fund beginning balance of $268,443
and see section V. A, Table A on page 17) was transferred from the CCF to this Fund prior to the
end of June 30, 2005. According to the County, the difference of $38,180 between the $1,190,963
noted in the Construction MOU and the $1,229,143 reported in the Capital Projects Fund appears
to be budget (estimated) to actual difference.

The CCF balance at June 30, 2005 was estimated at $5.7 million in the Construction MOU but the
actual CCF balance was $5,643,123 — a difference of $56,877 — due again to budget (estimated)
against actual difference.

Court Contribution from Local Court Reserves

In addition to the Court’s commitment of civil assessment funds (Failure to Appear) in the amount
of $310,000 per year for the repayment of the COP debt service payments, the Court also
committed a total of $710,000 (estimated at $709,566 in the Construction MOU) in local Court
reserves from existing civil assessment monies to fund the construction project. The Court made
the $710,000 contribution in 2006/2007.

The State Court Facilities Construction Fund

$3,040,000 (estimated at $3,039,750 in the Construction MOU) was received from the State Court
Facilities Construction Fund in accordance with the California State Budget Act of 2005 and the
2005 Construction MOU to support the New Downtown Courthouse project.

The 2005 Budget Act also included the provisional language that if the County of Merced has not
executed the transfer of its responsibilities and/or title for the following facilities, the New
Downtown Courthouse, New Courts Building (Department 1 through 3), Jail Court (Department
4), Department 5 Modular, Department 7 and 8 Trailer, Adobe Building, Criminal Trailer, and the
Jury Assembly Room, to the state, by January 1, 2007, then the County shall pay back the
construction funds used for this project.

According to OCCM’s listing of Completed Transfer Agreements through December 29, 2009, the
executed transfer agreement date for the above facilities is December 12, 2006.

$10.2 Million Series 2005 Certificates of Participation (COP)

Certificates of Participation (COP) are defined as lease financing agreements in the form of tax
exempt securities similar to bonds. In COP financing, title to a leased asset is assigned by the
lessor to a trustee (non-profit corporation) that holds it for the benefit of the investors, the
certificate holders. By entering into a tax-exempt lease financing agreement a public agency is
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using its authority to acquire or dispose of property, rather than its authority to incur debt. This
financing technique provides long-term financing through a lease or lease-purchase agreement that
legally does not constitute indebtedness under the State constitutional debt limitation. (Despite
this, the term "debt" is generally still used in describing the obligation.) It is not subject to other
statutory requirements applicable to bonds, including the requirement of a vote of citizens.

e In 2005, the County issued a $10.2 million, 25 year COP to finance the construction of the
Courthouse. According to the loan documents, the net proceeds of the COP totaled $9.1 million
(net of issuance costs, underwriter’s discount, and the required certificate reserve fund). Balance
of the certificate reserve fund at June 30, 2009 totaled $766,000. See Section IV. F of this report
for discussion of this reserve fund.

e Interest is payable semiannually each June 1st and December 1st, with the principal payment due
annually on December 1st. The COP debt service payment commenced on December 1, 2005 with
the last interest and principal payment scheduled to occur on June 1, 2030. The average interest
and principal payment equals $661,000 per year.

e According to the County’s Comprehensive Annual Financial Report for the year ended June 30,
2009, the 2005 COP debt service requirements to maturity are as follows:

Year Ending June 30 Principal Interest Total
2010 S 295,000 S 368,631 S 663,631
2011 305,000 359,044 664,044
2012 310,000 349,131 659,131
2013 325,000 338,901 663,901
2014 335,000 327,851 662,851
2015-2019 1,860,000 1,446,931 3,306,931
2020-2024 2,260,000 1,042,221 3,302,221
2025-2029 2,790,000 514,305 3,304,305
2030 635,000 27,781 662,781
Total $ 9,115,000 $ 4,774,796 S 13,889,796

e Revenues from fines, fees, and penalty assessments deposited in the Courthouse Construction
Fund, together with the Court’s $310,000 of annual civil assessments monies (Failure to Appear)
would be used to support the debt service payments.

e Asan integral part of the COP financing arrangement, the County of Merced entered into a
“facility lease” agreement with the Merced County Public Facilities Corporation (Corporation) to
obtain financing for the construction of the Courthouse. The Corporation was established to render
financial assistance to the County by financing and constructing public building and facilities —
financing is done via the sale of the COPs to investors. The County subsequently entered into a
“facility sublease” agreement with the Corporation where the County makes base rental payments
to the Corporation on the sublease agreement. The base rental payments made by the County
represent the repayment of the financing received from the Corporation from the original lease
agreement. The Corporation then assigned all its rights to receive the base rental payments to a
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trustee that will receive the rental payments for the benefit of the owners of the COPs. (Note: The
base rental payments refer to the COP debt service payments — this is part of the COP financing
arrangement.)

e According to the COP documents, initially, the County Administration Facilities (Facilities)
consisting of the County Administrative Building and a separate mechanical building will be the
facilities subject to the leasehold of the lease and sublease agreements. After the completion of the
New Downtown Courthouse, this Courthouse will be substituted for the facilities. This substitution
occurred in July 20009.

D. Methodology Utilized for Debt Service Payments

The 2005 Construction MOU and the 2005 COP debt service documents requir e that CCF funds are to be
used first toward making COP debt service payments with the Court’s annual $310,000 civil assessment
funds (Failure to Appear) funding the difference between the debt service payments and the CCF.
Moreover, Government Code section 76223 specified the limitation on the use of the Court’s civil
assessment funds to support the debt service payments - which may not exceed in any fiscal year the
amount payable on the construction costs (including payment on bonded indebtedness) less any amounts
paid by the Courthouse Construction Fund.

April 5, 2005 Construction MOU
e Section 2.7 provided that upon repayment of the bonded indebtedness, County shall have no right
to any balance in the CCF that exceeds the amount of CCF obligated for payment of the bonded
indebtedness for the construction of the Courthouse.

The County shall have no right to use any portion of civil assessments that may exist or accrue
after the bonded indebtedness is repaid.

Any annual accruals of civil assessments or CCFs that exceed the amount required from that fund
to repay the bonded indebtedness shall remain in its respective fund segregated and unencumbered
and shall not be used for any purpose other than permitted under this MOU.

e Exhibit E-1 of the 2005 Construction MOU — New Proposed Justice Facility with State Funding -
provides that as protection against shortfall in resources, bond documents require CCFs to be used
first towards debt service with the $310,000 from the local court funding the difference between
the debt service payment and the CCFs. Bond documents also require that any remaining amount
of the $310,000 to be placed in trust to cover any potential shortfall in future years.

$10.2 million Series 2005 Certificates of Participation (COP) — Facilities Sublease Agreement Dated June
1, 2005
Section 3.06 — Sources of Payment of Base Rental Payments provides that:
(a) The County hereby covenants and agrees that amounts on deposit in the CCF shall be applied
solely for payment of the costs of the Courthouse construction project or for the payment of the
base rental payments.
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(b) If and to the extent that the amounts on deposits in the CCF are not sufficient to pay the base rental

payments for any rental period, such rental payments shall be paid by the County ...from amounts
on deposit in the Courthouse Construction Civil Assessment Fund.

(Note: The base rental payments refer to the COP debt service payments — this is part of the COP
financing arrangement.)

GC 76223 — Limitation on the Use of the Court’s Civil Assessments for Failure to Appear Funds

GC 76223 specified the conditions pertaining to the construction of court facilities in Merced
County by the County of Merced for any construction pursuant to a written agreement entered into
prior to January 1, 2004 between the board of supervisors and the presiding judge of the superior
court:

Revenue received in Merced County from civil assessments for Failure to Appear, pursuant to
Section 1214.1 of the Penal Code, shall be available, in an annual amount not to exceed the
amount agreed upon by the board of supervisors and the presiding judge of the superior court, for
the purpose of augmenting other funds made available for construction.

The total amounts deposited from civil assessments may not exceed in any fiscal year the amount
payable on the construction costs less (1) any amounts paid by the courthouse construction fund
and (2) any other amounts paid from other sources except for any amounts paid pursuant to
subdivision GC 76223 (b) — courts funds other than court funds received from the Trial Court
Trust Fund and other State sources.

Costs of construction also include the payment on the bonded indebtedness or other encumbrance used to
finance the construction.

E. County General Ledger Funds Used

The County utilizes the following funds to track the funding sources including the interest and investment
revenue earned on the funding sources, the construction expenditures, and the debt service payments for
the New Downtown Courthouse:

Courthouse Construction Fund (CCF) - (County Fund 2451) — to account for the revenues as

specified by the Board of Supervisor’s resolution and expenditures related to the acquisition,

rehabilitation, construction of the Courthouse, and financing (including the COP debt service
payments) of courtrooms, a courtroom building or buildings containing facilities necessary or
incidental to the operation of the justice system, or court facilities.

Superior Court Debt Service Fund - (County Fund 2482) — to account for the annual $310,000 civil
assessment (Failure to Appear) funds received from the Court. The Court started making the
annual $310,000 payment in FY 2005/2006 (the same year the County started making the COP
debt service payments).
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e Debt Service — Justice Facility Fund - (County Fund 1802) — this is a pass through fund to account
for the funds transferred from the CCF and the Court’s civil assessment funds to support the COP
debt service payments issued to finance the construction of the New Downtown Courthouse.

e Capital Projects Fund — Justice Facility - (County Fund 1812/Budget Unit 17400) — this fund was
established by the County to record the funding sources including the interest and investment
revenue earned on the funding sources and the expenditures incurred in the construction of the
New Downtown Courthouse.

County Trust Fund # 2466 - was established to track the deposit of the $3,040,000 funding received from
the State Court Facilities Construction Fund.

Additionally, the 2005 COP issued by the County required a certificate reserve fund and the balance in
this fund at June 30, 2009 totaled $766,000. This reserve fund is maintained by a third party trustee as
required by the COP documents. According to the County, this reserve fund is not recorded in the
County’s accounting system (FIRMS) but is included by the County as a restricted asset in its
Comprehensive Annual Financial Report (CAFR) under “Non-Major Debt Service Fund, Courthouse
Construction COP.

Merced Superior Court Page 16
Construction Accounting



V. RESULTSOF WORK

A. Construction Funding Sources

The 2005 Construction MOU specified the funding sources for the construction of the Courthouse (See
Table A, Column A). The County established the Capital Projects — Justice Facility Fund (Capital Projects
Fund) as an accounting mechanism to track the funding sources including the interest and investment
revenue earned on the funding sources, and the associated expenditures for the construction of the
Courthouse.

In May 2010, the County provided the Court a Transaction Analysis Report for the Capital Projects Fund
for the period 2003/2004 thru May 11, 2010. The County allocated a total of $919,971 (Table A, Column
C, Row 10) in interest and other investment revenue (including minor adjustments) to the Capital Projects
Fund which was earned by the funding sources while the construction was in progress and the funds were
not yet needed to pay for construction expenditures. Interest and other investment revenue were
apportioned quarterly to the Capital Projects Fund based on the balance maintained within the County
Treasury. Furthermore, according to the County, bond proceeds were placed with a third party trustee and
invested in various financial instruments. The allocation of $919,971 of interest and other investment
revenue resulted in the CCF not having to contribute $869,453 into the construction project as specified in
the 2005 Construction MOU (Table A, Column E, Row 3).

TableA

Construction Funding Sour ces
Source — Transaction Analysis Report for the Capital Projects Fund

Per County Submitted Transaction
Analysis Report
2003/2004 thru May 11, 2010
Inter est
Principal e Oz
Estimated/Budgeted ***p Investment Total Difference
Per 2005 Revenue Contributed
Row Funding Sources Construction MOU *xx (B+0C) (D-A)
A B C D E

Transfers to Budget Unit 17400 (Fund 1812 -

Capital Projects Fund) represent construction

expenditures incurred and charged to the CCF -

thru June 30, 2005. $ 1,190,963 | $ 1,229,143 | $ - | $1,229,143** | $ 38,180

CCF Balance at June 30, 2005 5,700,000 4,792,367 - 4,792,367 (907,633)
3 Sub-total from the CCF (Row 1 and 2) 6,890,963 6,021,510 - 6,021,510 (869,453)

2005 Certificates of Participation - Net
4 Proceeds* 9,100,000 9,100,000 643,774 9,743,774 643,774

State Court Facilities Construction Fund
5 (SCFCF) 3,039,750 3,039,750 202,495 3,242,245 202,495
6 Court Contribution - Local Court Reserves 709,566 709,566 494 710,060 494
7 Interest Revenue - - 69,645 69,645 69,645
8 Subtotal - Others (Row 4 to Row 7) 12,849,316 12,849,316 916,408 13,765,724 916,408
9 Other Revenue - - 3,563 3,563 3,563
10 | Total Funding (Row 3, 8, and 9) $ 19,740,279 | $18,870,826 | $ 919971 | $19,790,797** | $ 50,518

* The debt service payments due on the 2005 Certificates of Participation are supported by the deposits in the Courthouse
Construction Fund and augmented by the Court’s annual contribution of $310,000 civil assessments funds.
** Includes the Capital Projects Fund beginning balance at July 1, 2003 of $268,443.
*** Includes minor adjustments totaling $ 684 for the funding received from the State Court Construction Fund
(From $3,039,750 to $3,040,000) and Court reserves (from $709,566 to $710,000).
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1. Determinethe Methodology in Allocating the Estimated $766,000 Excess Construction

Funds Currently Residing in the Courthouse Construction Fund
The funding plan specified in the 2005 Construction MOU did not include an amount estimated for
interest and other investment revenue earned on the funding sources while the construction was in
progress. The County of Merced allocated $919,971 (See Table A on the previous page) of the revenue
earned on the construction funds while the funds were deposited with the County and the Trustee during
construction. Since some of the $919,971 was utilized for construction expenditures, this resulted in
excess construction funds of approximately $766,000 currently in the CCF as of May 11, 2010. (See Table
B, Row 11). Due to the budgetary constraints on the Courthouse project, if known and budgeted for, these
funds could have avoided elimination of design changes made to accommodate the budget imposed on the
Courthouse project.

Section 2.7 of the Construction MOU provided that, “At the completion of the construction of the Court
Facility, County shall return any remaining capital funds to the State Court Facilities Construction Fund.”

TableB

Calculation of Excess Construction Funds Residing in the CCF

Dollar
Row Descriptions Amount
1 Funding Sources:
2 Estimated per the 2005 Construction MOU $ 19,740,279
Adjustments:
(1) $56,877 - difference between the CCF balance at 6/30/2005 -
per the MOU, estimated at $5.7 million while the actual balance is
$5,643,123 and (2) $46,867 - excess of actual expenditures over the
3 MOU budgeted amount - See Row 8. (103,744)

Interest and Other Investment Revenue Allocated to the Capital
Projects Fund (See Table A, Col C, Row 10). 919,971

Total Funding Sources $20,556,506
Expenditures:
Estimated per the 2005 Construction MOU 19,740,279

Per the Transaction Analysis Report as of May 11, 2010 - for the
Capital Projects Fund, total expenditures totaled $19,787,146. Per
the 2005 MOU, budgeted expenditures totaled $19,740,279. This
8 resulted in excess expenditures of $46,867. 46,867
Total Construction Expenditures Charged to the Capital Projects
9 Fund 19,787,146

Excess Construction Funds - Difference Between the Total
10 Funding Sources and Construction Expenditures (Row 5-9) $769,360

Breakdown of the $769,360

Excess Funds Residing in the CCF:

The CCF did not contribute $869,453 that it should have per the
Construction MOU (See Table A, Column E, Row 3) less (1)
$56,877 adjustment due to the difference between the June 30, 2005
estimated CCF balance per the MOU and the actual CCF balance of
$5,643,123 and (2) expenditures in excess of the amount budgeted
11 in the MOU of $46,867 that was charged to the CCF. 765,709*

Excess Funds Residing in the Capital Projects Fund - Balance at
12 May 11, 2010. 3,651
Total Excess Construction Funds in the CCF and the Capital
13 Projects Fund (Row 11 and 12) $ 769,360

*CCF balance at May 11, 2010 was $790,510.

~N oo
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Recommendation

The Court should discuss with the Office of Court Construction and Management (OCCM) the
methodology in allocating the estimated $766,000 of excess construction funds that currently resides in
the CCF noting the provision in the Construction MOU regarding the return of any remaining capital
funds to the State Court Facilities Construction Fund (SCFCF). See the table below for options of how the
estimated $766,000 excess construction funds could be allocated amongst the CCF, the Court, and the
SCFCF.

Once the methodology is agreed upon, it should be communicated to the County and a final accounting of
the excess construction funds can be obtained from the County. See also related discussion in Section B.

TableC
Optionsto Allocation of the $766,000 Excess Construction Funds
Option 2:
Option 1: Calculation Based on the

County Submitted Transaction Analysis
Report for the Capital Projects Fund
2003/2004 thru May 11, 2010

Calculation Based on the Funding
Sour ces Estimated in the

Description i
? e (Actual Amount Contributed)
Estimated Estimated
Funding Excess Funding Excess
Amount Per centage Amount Amount Per centage Amount

Transfers to Budget Unit 17400
(Fund 1812 - Capital Projects Fund)
representing construction
expenditures incurred and charged to

the CCF - through 6/30/2005 $ 1,190,963 $ 1,229,143

Courthouse Construction Fund (CCF)

Balance at June 30, 2005 5,700,000 4,792,367

Sub-total from the CCF 6,890,963 3491% | $ 267,396 6,021,510 31.91% | $ 244,424

2005 Certificates of Participation -
Net Proceeds — debt service payments
are funded by the CCF and the

Court’s civil assessment funds 9,100,000 46.10% 353,116 9,100,000 48.22% 369,385
State Court Facilities Construction

Fund (SCFCF) 3,039,750 15.40% 117,954 3,039,750 16.11% 123,389
Court Contribution - Local Court

Reserves 709,566 3.59% 27,534 709,566 3.76% 28,803
Total Funding (Not including Interest

and Investment Revenue) 19,740,279 100.00% | $ 766,000 18,870,826 100.00% | $ 766,000
Interest and Investment Revenue - 919,971

Total Funding including I nterest
and I nvestment Revenue $19,740,279 $ 19,790,797

Superior Court Response

Agreed: The Court prefers that the allocation follow Option 2 as this is based on actual numbers. We will
work with the OCCM and the county to distribute these funds including obtaining a final accounting from
the County regarding the distribution of the excess construction funds.
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2. Determinethe Methodology in Allocating the Additional Excess Construction Funds
Estimated at $36,000 Currently Residing in Other County Funds and the AOC

In addition to the $766,000 estimated excess construction funds currently residing in the CCF, there are

also the following additional excess construction funds:

Funds Residing With Balance at Dollar Amount

The County - Capital Projects Fund May 11, 2010 S 3,651

The County Trust Fund # 2466

(Remaining Interest allocated to the funding from the State
Court Facilities Construction Fund - that was not transferred to
the Capital Project Fund) June 16, 2010 15,394

The Administrative Office of the Courts
(Rebate received from the Merced Irrigation District for energy
saving products purchased for the New Downtown Courthouse) May 11, 2010 17,238

Total - Other Excess Construction Funds S 36,283

Recommendation

Similar to the issue and recommendation noted in 1 above, the Court should discuss with the Office of
Court Construction and Management (OCCM) the methodology in allocating the estimated $36,000 of
excess construction funds that currently reside in the County Treasury and the AOC noting the provision
in the Construction MOU regarding the return of any remaining capital funds to the State Court Facilities
Construction Fund. This should also be communicated to the County to obtain a final accounting of the
excess construction funds.

Superior Court Response
Agreed: The Court prefers that the allocation follow Option 2 presented as this is based on actual
numbers. We will work with the OCCM and the county to distribute these funds.

B. Courthouse Construction Fund

GC 76100 provides that for the purpose of assisting any county in the acquisition, rehabilitation,
construction, and financing of courtrooms, a courtroom building or buildings containing facilities
necessary or incidental to the operation of the justice system, or court facilities, the board of supervisors
may establish in the county treasury a Courthouse Construction Fund (CCF) into which shall be deposited
the amounts specified in the resolutions adopted by the board of supervisors in accordance with this
chapter.

The County Board of Supervisors (BOS) established the CCF in 1984. The BOS resolution # 92-56
authorized the deposit of $2.25 of the $7 of $10 GC 76000 (a) criminal and non-parking penalty
assessments into the CCF.

The County retained the CCF under GC 70325(a) for the payment of existing bonded indebtedness on the
Courthouse, and is required to submit annual updates on all receipts and expenditures from the CCF,
within 90 days of the end of each fiscal year.
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In April 2005, pursuant to GC 70404 that required the Administrative Director of the Courts’ (ADOC)
approval of expenditures and encumbrance of the CCF effective 1/1/2004, the County received the
ADOC'’s approval to encumber a total of $13.7 million of the CCF for the construction document phase,
bidding, construction, construction management, and all related costs for the New Downtown Courthouse.
The total requested amount was based on the estimated construction costs at that time of $14.5 million.

The 2005 Construction MOU and the related $10.2 million Series 2005 Certificates of Deposit (COP)
documents require that CCF monies are to be used first toward the debt service payments with the
$310,000 from the Court’s civil assessment monies funding the difference. These funds are required to be
accounted for in separate funds since the civil assessment funds are funded by the Court and are to be used
only to augment the CCF.

In addition, GC 76223(c) specified the limitation on the use of the Court’s civil assessment funds to
support the debt service payments. The limitation was that it may not exceed in any fiscal year the
amount payable on the construction costs (including payment on bonded indebtedness) less any amounts
paid by the Courthouse Construction Fund. (See Section I11. D of this report.)

Moreover, the 2005 COP Facilities Sublease Agreement dated June 1, 2005, Section 3.06 — Sources of
Payment of Base Rental Payments provides that:

(@) The County hereby covenants and agrees that amounts on deposit in the CCF shall be applied
solely for payment of the costs of the Courthouse construction project or for the payment of the
base rental payments.

(b) If and to the extent that the amounts on deposits in the CCF are not sufficient to pay the base rental
payments for any rental period, such rental payments shall be paid by the County ...from amounts
on deposit in the Courthouse Construction Civil Assessment Fund.

1. TheCCF wasNot Used First to Support the Debt Service Payments as Specified in the MOU,
the COP Debt Service Documents, and the Provisions of GC 76223(c)
IAS reviewed the CCF transactions from 2003/2004 to 2008/2009 and noted that the County deposited the
Court’s $310,000 annual civil assessment funds into the Superior Court Debt Service Fund (Fund 2482).
To support the COP debt service payments, the County transferred annually the full $310,000 civil
assessment monies from the Superior Court Debt Service Fund into another fund, the Debt Service —
Justice Facility Fund (Fund 1802). The Debt Service — Justice Facility Fund is a pass-through fund used
to accumulate the Court’s $310,000 annual civil assessment monies and the CCF monies needed to
support the debt. The difference between the Court’s annual $310,000 civil assessment funds and the
annual COP debt service payments is then transferred from the Courthouse Construction Fund (Fund
2451) into this fund. Therefore, the Court’s civil assessment monies are used first to support the debt
service payments and the CCF is used to cover the shortfall.
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This is the reverse of the provisions specified in the 2005 Construction MOU and the COP debt
documents which provided that the CCF is to be first then the Court’s civil assessment monies. This
resulted in:
0 The CCF balance at June 30, 2009 of $1.9 million was over -stated by CCF monies that should
have been used first to support the COP debt service payments.
0 The Court’s civil assessment monies residing in the Superior Court Debt Service Fund was under -
stated by the amount that was used first to support the debt service payments instead of the CCF.

The error in the methodology used in supporting the COP debt service payments (the Court’s civil
assessment funds first rather than the CCF) also resulted in the non-compliance with the provision of GC
76223(c) that limited the use of the Court’s civil assessment monies to support the debt service payments
— CCF is to be used first then the Court’s civil assessment funds.

Resolution

The error in the methodology in using the Court’s civil assessment funds first rather than the CCF was
communicated by IAS and Court management to the County in August 2009. The County subsequently
made the necessary adjustments in March 2010 and the adjusted balances at May 11, 2010 for the two
funds per the County submitted Transaction Reports are as follows:

TableD
Source — County Submitted Reports from 2003/2004 thru May 11, 2010
Superior
Court Debt
CCF Service Fund
( Fund 2451) (Fund 2482)
Row Descriptions A B
1 County Reported Balance, June 30, 2009 $ 1,933,434 $ 397
2 Add:
3 CCF Revenues from July 1, 2009 to May 11, 2010 352,142
4 Interest and Investment Revenue 17,379 8,352
5 Miscellaneous 748 5,752
6 Less:

Transfers to the Capital Projects Fund (Budget Unit
7 17400/Fund 1812) for Construction Expenditures. (80,200)

Transfers of Total CCF Revenues from July 1, 2009 to May
11, 2010 to the Debt Service - Justice Facility Fund - to support
8 the COP debt service payments (370,270)

Transfers to the Superior Court Debt Service Fund - for the
Court's civil assessment funds that are not yet needed to support

9 the COP debt service payments. (See Table E below) (1,008,043) 1,008,043
Transfers to the Superior Court Debt Service Fund - for

10 interest and investment revenue allocated to the $1,008,043. (60,237) 60,237

11 Miscellaneous 5,557 (5,557)

12 County Adjusted Balance, May 11, 2010 $ 790,510 $ 1,077,224

The primary adjustment to the Courthouse Construction Fund involved the transfer of $1,008,043 (See Table
D, Column A, Row 9) from the Courthouse Construction Fund to the Superior Court Debt Service Fund.
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This was to return the portion of the Court’s civil assessment monies that was used first (in error) to support
the debt service payments. The $1,008,043 was calculated based on total annual CCF revenues less the
annual COP debt service payments to arrive at the portion that should be augmented by the civil assessment
funds. (See Table E below for details).

TableE
Detail of the $1,008,000 Transferred from the CCF to the Superior Court Debt Service Fund

Row Descriptions 2005/2006 | 2006/2007 | 2007/2008 | 2008/2009 Total
A B C D E
Source: Debt Service - Justice Facility Fund (Fund 1802) - the fund used to record the COP Debt Service Payments:

Total COP Debt Service Payments (Interest and

1 Principal) $649,495 | $ 663,531 | $ 660,431 | $662,181 | $2,635,638
Administrative Fees and Office Expenses 50 1,850 1,850 1,875 5,625
3 Interest and Investment Revenue Allocated to this Fund (3,043) (1,391) (1,940) (283) (6,657)

Total Debt Service Payments and Administrative
4 Charges, Net of Interest and Investment Revenue 646,502 663,990 660,341 663,773 2,634,606

Source: Courthouse Construction Fund (Fund 2451):

Total CCF Revenues (Including Interest and Investment
5 Revenue) 582,626 657,823 604,252 558,144 2,402,845

Analysis - Sources of Funds Needed to Support the Debt Service Payments - as specified in the MOU and COP Documents - CCF
first then the Court’s civil assessment funds:

6 From the CCF - see row 5 above 582,626 657,823 604,252 558,144 2,402,845

From the Court's Civil Assessment Funds - deposited in
the Superior Court Debt Service Fund- to augment the

7 CCF (Row 4 -6) 63,876 6,167 56,089 105,629 231,761
Total Funds Needed to Support the COP Debt Service
8 Payments (Row 6 + 7) 646,502 663,990 660,341 663,773 2,634,606

The County Used the Civil Assessment Funds First ($310,000 per year) to Support the Debt Service Payments, then the CCF -
which istherever se of the methodology specified in the MOU and COP Documents:

The Court's Civil Assessment Funds - deposited in the
Superior Court Debt Service Fund that was transferred to
the Debt Service — Justice Facility Fund to support the
9 debt service payments. The CCF made up the difference. 310,000 310,000 310,000 310,000 1,240,000

Adjustments Made by the County in March 2010 After Discussion with IAS and Court Management:

Adjustments (principal portion) - transferred from the
CCF to the Superior Court Debt Service Fund - since the
CCF should have been used first.

Actual amount of transfer was $1,008,043 - difference of
10 $196. (Row 9-7) * $246,124 $ 303,833 | $ 253,911 | $204,371 | $1,008,239*

* The County also allocated $60,237 in interest and investment revenue to the $1,008,043 civil assessment monies
and transferred the amount from the CCF to the Superior Court Debt Service Fund. Interest and investment revenue
was calculated quarterly by the County based on revenue earned by the County from its investments.

Recommendations
1. The Court should discuss with OCCM the resolution to the excess construction funds that should
be allocated to the CCF. (See Appendix 3 and 4 of this report.)

2. Once the allocation of the amount to the CCF is determined, the Court should also discuss with the
County the interpretation of the Section 3.06 of the Facilities Sublease Agreement which provided
that the amounts on deposit in the CCF shall be applied solely for payment of the costs of the
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Courthouse construction project or for the payment of the base rental payments and if and to the
extent that the amounts on deposits in the CCF are not sufficient to pay the base rental payments
for any rental period, such rental payments shall be paid by the County ...from amounts on deposit
in the Courthouse Construction Civil Assessment Fund.

Therefore, if due to the allocation of the excess construction funds which resulted in the CCF
reporting a balance on deposit, this amount on deposit in the CCF should then be used first to
support the debt service payments before the Court’s civil assessment funds.

3. The Court should continue to monitor the transfers from the CCF and the Superior Court Debt
Service Fund to the Debt Service Justice Facility Fund to ensure that the CCF is used first to
support the debt service payments.

Superior Court Responses
1. Agreed: The excess construction funds should be allocated to the Court Construction Fund.
2. Agreed: We agree with IAS’ interpretation of the Facilities Sublease Agreement. We have
requested comments back from the County on this point and wait to receive their response.
3. Agreed: We will continue to monitor the various funds and their uses.

C. Superior Court Debt Service Fund (Civil Assessments)

The County established the Superior Court Debt Service Fund (Fund 2482) to track the Court’s $310,000
annual civil assessment fund contribution. Transfers are then made from the Superior Court Debt Service
Fund into another fund, the Debt Service Justice Facility Fund (Fund 1802) to support the COP debt
service payments.

GC 76223(a) provides that revenue received in Merced County from civil assessments for Failure to
Appear, pursuant to Section 1214.1 of the Penal Code, shall be available, in an annual amount not to
exceed the amount agreed upon by the board of supervisors and the presiding judge of the superior court,
for the purpose of augmenting other funds made available for construction.

Trial Court Facilities Agreement (December 24, 2003)

e According to the Trial Court Facilities Agreement between the County and the Court and pursuant
to GC 76223, for the purpose of augmenting other funds made available for the construction of the
Courthouse, the Court agreed to deposit in an annual amount of $310,000 civil assessment monies
(Failure to Appear) in an account or accounts to be designated by the County... The Court agreed
that this shall start July 1, 2004 and continue through and including the 30" year thereafter after
any borrowings are made for any construction related to the Courthouse.

e In 2005/2006, the County established the Superior Court Debt Service Fund to track the Court’s
annual $310,000 civil assessment contribution. The Court did not start depositing the annual
$310,000 civil assessment monies in the County treasury until 2005/2006 since the debt service
payments on the 25 year Series 2005 COP did not start until 2005/2006.
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e The County transfers the civil assessment monies residing in the Superior Court Debt Service Fund
to another County fund, the Debt Service - Justice Facility Fund to support the COP debt service
payments.

April 5, 2005 Construction MOU
e Exhibit E-1 of the 2005 Construction MOU specified that as Protection against shortfall in
resources — Bond documents require CCFs to be used first towards debt service with the $310,000
from the local court funding the difference between the debt service payments and the CCFs.

Facilities Sublease Agreement by and between Merced County Public Facilities Corporation and the
County of Merced (June 1, 2005) which is Part of the COP Documentation
e Section 1.01 Definitions - Courthouse Construction Civil Assessments Fund — means the fund by

that name established by the County pursuant to the Trial Court Facilities Agreement and in which
civil assessments for failure to appear are deposited pursuant to GC 76223.

The County established this fund but named it the Superior Court Debt Service Fund (Fund 2482).

e Section 3.06 - Sources of Payment of Base Rental Payments (refers to the COP debt service
payments) - provided that the CCF should be used first to support the debt service payments.

1. The County Used the Civil Assessment Funds First rather than the CCF to Support the

COP Debt Service Payments
IAS reviewed the transactions in the Superior Court Debt Service Fund and noted that from
2005/2006 to 2008/2009, the County transferred the full $310,000 annual civil assessment funds from the
Superior Court Debt Service Fund (Fund 2482) to the Debt Service Justice Facility Fund (Fund 1802) to
support the COP debt service payments. The difference between the annual civil assessment funds and the
annual debt service payments is then augmented by transfers from the Courthouse Construction Fund
(Fund 2451). This is the reverse of the terms specified in the Construction MOU and the COP debt
service documents which provided that CCFs should be used first to support the debt service payments.

Resolution

This was communicated by IAS and Court management to the County in August 2009. The County
subsequently made the necessary adjustments in March 2010 by transferring $1,008,043, including
interest and investment revenue of $60,237 from the Courthouse Construction Fund (CCF) to the Superior
Court Debt Service Fund to reimburse the Superior Court Debt Service Fund for civil assessment monies
that should not have been deducted from the Fund. (See also Section IV. B — Courthouse Construction
Fund). The adjusted balance of the Superior Court Debt Service Fund at May 11, 2010 is shown in Table
F on the next page.

See related discussions in Section IV. B — Courthouse Construction Fund and Section 1V. D — Debt
Service Justice Facility Fund for the findings related to the allocation of the excess construction funds that
currently reside in the Courthouse Construction Fund, other County funds, and with the AOC.
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TableF
Superior Court Debt Service Fund
(wherethe Court’scivil assessment moniesreside)

Row Descriptions Dollar Amount

Analysis of the Amount that Should Reside in the Superior Court Debt Service Fund (If the CCF was used first as
specified in the MOU , COP Documents and GC 76223):

The Court's Civil Assessments Funds

1 $310,000 per year x 4 years (FY 2005/2006 to 2008/2009) $ 1,240,000

Less: The yearly amount needed from the Civil Assessment Funds to Support
the COP Debt Service Payments: (See Section IV.B - CCF - Table E, Col E,

2 Row 7)

3 FY 2005/2006 63,876
4 FY 2006/2007 6,167
5 FY 2007/2008 56,089
6 FY 2008/2009 105,629

Total Civil Assessment Funds Needed to Support the Debt Service Payments
7 (Row 2 to 6) 231,761
Superior Court Debt Service Fund Balance (not including interest and
investment revenue) at June 30, 2009 - Row 1 less 7 (The actual amount
transferred from the CCF to the Superior Court Debt Service Fund was
8 $1,008,043 — difference of $196.) 1,008,239

Reported by the County (including Subsequent Adjustments):

9 County Reported Balance at June 30, 2009 397

10 Adjustments M ade by the County in March 2010:

Transfers from Fund 2451 - CCF (since the Court's Civil Assessment Fund was
used first rather than the CCF as specified in the MOU. (See Section IV.B -
11 CCF) 1,008,043

Transfers from Fund 2451 - CCF (For interest and investment revenue allocated
12 to the $1,008,043.) 60,237

Transfers from Fund 1802- Debt Service Justice Facility Fund (for interest and
investment revenue allocated to the civil assessment funds that should not have
13 been used to support the debt service payments. 7,701

Net of Miscellaneous Revenue/Interest and Investment Revenue/Other
14 Expenditures in 2009/2010 846
Adjusted Balance at May 11, 2010 - reported by the County in its Transaction
Analysis Report for the Superior Court Debt Service Fund (Note: The Court
made the 2009/2010 $310,000 annual civil assessment contribution in June
15 2010.) $ 1,077,224

Recommendation

The Court should continue to monitor the transfers from the CCF and the Superior Court Debt Service
Fund to the Debt Service Justice Facility Fund to ensure that CCFs is used first to support the COP debt
service payments.

Superior Court Response
Agreed: We will continue to monitor the transfers from the various funds.
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D. Debt Service - Justice Facility Fund

The County utilizes the Debt Service — Justice Facility Fund (Debt Service Fund) as a pass through fund
to record the transfers of the Court’s civil assessment monies residing in the Superior Court Debt Service
Fund (Fund 2482) and the Courthouse Construction Fund (Fund 2451) to support the COP debt service
payments. (See table below.) Due to the nature of the fund, since it is used only to accumulate funds to
make the debt service payments, at the end of each fiscal year, this fund should have a zero or minimal

balance. See findings noted in Section IV. B — Courthouse Construction Fund and Section IV. C —

Superior Court Debt Service Fund regarding the order of funds used to support the debt service payments.

Debt Service—Jugtice Facility Fund

Row

Descriptions

Dollar Amount

was used first

as specified in the MOU, COP Documents, and GC 76223):

Analysis of the Amount that should Reside in the Debt Service - Justice Facility Fund (If the CCF

Transactions from 2005/2006 to 2008/2009:

COP Debt Service Payments from 2005/2006 to 2008/2009
(including county administrative charges, net of interest revenue)

1 See Section 1V.B - CCF, Table E, Row 4 $(2,634,606)
CCF Revenues from 2005/2006 to 2008/2009 - see Section IV.B-
2 CCF, Table E, Row 5 2,402,845
Difference - to be Augmented by the Civil Assessment Funds
3 Residing in the Superior Court Debt Service Fund 231,761
Transactionsfrom July 1, 2009 to May 11, 2010:
CCF Revenues transferred to the Debt Service Justice Facility Fund
4 (Fund 1802) 370,270
COP Debt Service Payment (Interest) - due December 1, 2009 -
5 including county administrative charges (186,140)
Interest and investment revenue transferred from the Debt Service -
Justice Facility Fund to the Superior Court Debt Service Fund- for
civil assessment monies that should not have been used to make the
6 COP debt service payments. (7,701)
7 Debt Service - Justice Facility Fund - Balance at May 11, 2010 $176,429
Reported by the County (including Subsequent Adjustments):
8 County Reported Balance at June 30, 2009 5,752
9 Adjustments Made by the County in March 2010:
Transfer of the Ending Balance at June 30, 2009 to the Superior
10 Court Debt Service Fund (5,752)
Transfer of Interest/Investment Revenue to the Superior Court Debt
11 Service Fund (7,701)
Transfer of CCF Revenues from July 1, 2009 to May 11, 2010 to
12 Support Debt Service Payments 370,269
13 COP Interest Payment Due on December 1, 2009 (184,314)
14 County Administrative Charges and Others (1,825)
Adjusted Balance at May 11, 2010 as Reported by the County in its
15 Transaction Analysis Report $176,429

The balance at May 11, 2010 of $176,429 resulted primarily from the excess of CCF revenues transferred

(in 2009/2010) over the first debt service payment due in this fiscal year. The second debt service

payment is due in June 2

010.
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No reportable issue noted in the transactions that occurred in the Debt Service — Justice Facility Fund
since this fund is only used by the County to accumulate funds transferred from the CCF and the Superior
Court Debt Service Fund (for civil assessment monies) to support the COP debt service payments.

E. Capital Projects Fund — Justice Facility

Some of the provisions of the April 5, 2005 Construction MOU:
e The funding for the court project totaling $19,740,279 is derived from sources that include the

Courthouse Construction Fund (established pursuant to GC 76100), capital funds from the State
Court Facilities Construction Fund (SCFCF), the Court’s contribution from local revenue reserves,
and the net proceeds of $9.1 million from the 2005 Certificates of Participation (COPs) issued by
the County to finance this project. (See Section I11.C Funding Sources for detail). In addition, the
Court committed $310,000 per year of civil assessment revenues (Failure to Appear) for the
repayment of bonded indebtedness.

e The total project cost with capital funds (representing the $3,040,000 from the State Court
Facilities Construction Fund) will be $19,740,279.

The County will ensure that all expenditures from the CCF and Civil Assessments are consistent
with the conditions of approval from the AOC, the terms of the Trial Court Facilities Agreement,
and the terms of this MOU. County will ensure that all expenditures from the Capital Funds (State
Court Facilities Construction Fund) are consistent with the conditions of approval from the AOC
and the Department of Finance.

e The County shall be solely responsible for all costs related to and associated with the construction
of the New Downtown Courthouse, including, but not limited to, payment of all bonded
indebtedness or any form of financing incurred by the County for this Courthouse.

¢ In the event that the actual cost of the Court Project exceeds the Total Court Project Cost, the
County shall be responsible for all costs to complete the Court Project.

e The County will be solely responsible for administering the Court Project and the Contract subject
to AOC approval or review and comment.

e Once the court project is complete, the AOC will accept the transfer and assume responsibility for
the court facility.

e The County will provide the AOC and the Court annual accounting of all revenues and
expenditures from the CCF, Civil Assessments, and Capital Funds (State Court Facilities
Construction Fund) for the Court Project - the construction of the New Downtown Courthouse.

County Report (Transaction Analysis Report) for the Capital Projects Fund— Justice Facility
The New Downtown Courthouse, located at 2260 N Street, Merced, CA is a collaborative project by the
County, the Court, and the AOC. The County managed construction was started in June 2005 and was
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scheduled to be completed in eighteen months, in December 2006. However, due to the rainy weather
condition in late 2006 and significant problems encountered in the existing utility line that had to be
corrected, the construction was not considered substantially completed until March 2007. The Court
received the certificate of occupancy dated March 30, 2007 from the County of Merced and the Court
moved into this Courthouse in April 2007.

The Courthouse has five jury-capable courtrooms with full holding facilities, a non-jury courtroom for
Family Court, and space for potential build-out for a seventh courtroom which was subsequently
converted to a public counter space and office space for court staff.

Although the County Department of Public Works (DPW) personnel charged with the construction
provided the Court with a “Budget against Actual Expenditures Spreadsheet” on a regular basis, the latest
information received by the Court was dated January 2009. In May 2009, the Court still had not received
the final accounting of the funding sources including the interest and investment revenue and the
associated expenditures incurred in the construction of the Courthouse, including the use of the Court’s
civil assessment funds to support the debt service payments.

IAS and Court management met with the County in August of 2009. In May 2010, the County provided
the Court with the Transaction Analysis Report for the Capital Projects Fund covering the period
2003/2004 to May 11, 2010. The Capital Projects Fund is used by the County to track the funding sources
including interest and investment revenue and construction expenditures incurred in the construction of
the Courthouse. Table G provides an analysis of the Capital Projects Fund from July 1, 2003 through May
11, 2010.

TableG
Source: County Transaction Analysis Report for the Capital Projects Fund
Row Descriptions Amount
1 Beginning Balance, July 1, 2003 S 268,443
2 Add: Funding Sources
3 Courthouse Construction Fund 5,753,067
4 Interest Revenue (including investment revenue) 69,645
State Aid for Construction (State Court Facilities
5 Construction Fund) * 3,242,245
6 Long Term Debt Proceeds (2005 COP net proceeds)* 9,743,774
7 Court Reserves* 710,060
8 Other Revenue 3,563
9 Total Funding Sources (Row 3 to 8) 19,522,354
10 Total Funds Available for Construction (Row 1 +9) 19,790,797
11 Less: Construction Expenditures
12 2003/2004 465,161
13 2004/2005 933,215
14 2005/2006 5,688,388
15 2006/2007 11,777,532
16 2007/2008 761,920
17 2008/2009 80,730
18 2009/2010 (thru May 11, 2010) 80,200
19 Total Construction Expenditures (Row 12 to 18) 19,787,146
20 Ending Balance, May 11, 2010 (Row 10 - 19) S 3,651
*Includes interest and investment revenue.
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The information contained in the Transaction Analysis Report for the Capital Projects Fund was
provided at a high level — limited to the total amount of expenditures for each fiscal year. The County
did not provide an updated “Budget against Actual Expenditures Spreadsheet” (Spreadsheet) prepared
by the County Department of Public Works (DPW) detailing the budgeted and actual construction
expenditures by line item. This spreadsheet was updated by IAS for information received from DPW’s
Accounts Payable Listing for the period March to July 2009. See Table H on page 31.

The County revised some of the individual line item within the budget (See Table H, Column A and B)
which resulted in increase budgeted costs in some areas with corresponding decrease in others, but the
total budgeted construction costs of $19.7 million remained the same. 1AS also noted an immaterial
variance between the total construction costs reported in the Transaction Analysis Report for the Capital
Projects Fund and the Updated Budgeted to Actual Expenditures Spreadsheet (See Table I on page 32).

Based on IAS’ discussions with Court management with limited input from County personnel, the
revisions in the budgeted line items from “new construction” to “administration” and “furniture, fixture,
and equipment” (See Table H) were primarily due to the conversion of the potential build-out space for a
seventh courtroom to a public counter and office space for court staff which resulted in increase budgeted
architectural, risk management, and the County DPW professional charges. Other reasons for the revisions
and increased costs include delay caused by the weather, problems in the existing utility lines, various
change orders including the installation of steel floor beams to support the Court’s power files, increase in
budgeted amount for furniture, fixtures, and equipment, and DPW charges for the removal of the
relocatables and trailers and the associated landscaping costs.

While the Court believes that the County’s Department of Public Works (DPW) performed an excellent
job in managing the Courthouse project and bringing the project to conclusion, it expressed concern about
the increase in some of the budgeted line items and the associated costs relating to the additional charges
by the County DPW for professional charges and the removal of the relocatables and the associated
landscaping costs (See Table H). Since the construction of the Courthouse is a County managed project
and the Court and IAS did not have access to the supporting documentations related to these charges, the
Court and IAS relied on the accuracy of the County submitted reports. Moreover, the County individual
charged with the construction of the New Downtown Courthouse has since retired from the County so that
much historical knowledge regarding the construction of the Courthouse is no longer resident with the
County.
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TableH

Source — DPW’s Budget against Actual Expenditures Spreadsheet dated January 2009 (updated by IAS for Additional
Charges Listed in the DPW’s Accounts Payable Listing)

- Variance
Original Budget Rewse(c:i Bu?get - Charged to Between the
per perDP?/l\‘lln Yy arilr?nce COHSI’UC“OH Amount
Description the 2005 Project per Charged and
Construction EETIEEE! e DPW Report the Revised
dated January (B-A)
MOU 15. 2009 Budget
‘ (B-B)
A B C D E
ADMINISTRATION
DPW (Professional Service) $ 215,000 $ 215,000 - $ 215,000 -
DPW (Professional Service) Additional project management &
inspection - delay - 129,321 $129,321 120,761 $(8,560)
Inspection 140,000 151,000 11,000 151,000 -
Nacht and Lewis Architect 1,235,988 1,396,446 160,458 1,396,446 -
Kitchell Construction Management 530,000 607,099 77,099 607,099 -
Construction Testing and Engineering- materials testing 114,650 129,918 15,268 129,918 -
Environmental review (URS CEQA) technical study and
negative declaration 42,147 42,147 - 42,147 -
Other Administration costs 111,352 14,149 (97,203) 22,466 8,317
ADMINISTRATION SUBTOTAL 2,389,137 2,685,080 295,943 2,684,837 (243
FURNITURE, FIXTURES & EQUIPMENT
(included some minor construction type work)
Power files 192,500 239,696 47,196 239,696 -
Furniture Phase I - cubicles, tables, chairs and desks 660,000 651,137 (8,863) 651,137 -
Furniture Phase Il - cubicles, tables, chairs and desks - 383,152 383,152 383,152 -
Other furniture, fixtures, and equipment including network
equipment and engineering - some were reimbursements to the
Court 239,750 264,015 24,265 299,514 35,499
Signs (monument, interior signs, directional signs, traffic,
bronze plaques, state seal granite) 68,950 126,918 57,968 126,640 (278)
Water line diversion, resurface and restripe parking lot, relocate
parking lot - 43,393 43,393 43,393 -
Remove relocatables, restore walks, irrigations and
landscaping, sprinkler valves, disconnect phone services -
Department 5,7, 8 and the criminal trailer - 73,908 73,908 70,307 (3,601)
FURNITURE, FIXTURES & EQUIPMENT SUBTOTAL 1,161,200 1,782,219 621,019 1,813,839 31,620
NEW CONSTRUCTION
Base Bid 14,122,000 15,272,930 1,150,930 15,272,930 -
Alt Bid and Change Order - break room partition, AV
equipment, Evidence AV equipment
irrigation and landscaping, fencing and motorized gates, metal
screen on roof, steel beams 620,761 - (620,761) - -
Contingencies:
Contingency (County) 431,000 - (431,000) - -
Contingency (Court) 709,566 - (709,566) - -
Escalation contingency - State 306,615 - (306,615) - -
Total Contingency and Escalation 1,447,181 - | (1,447,181) - -
TOTAL NEW CONSTRUCTION SUBTOTAL 16,189,942 15,272,930 (917,012) 15,272,930 -
GRAND TOTAL - ADMINISTRATIVE COSTS,
FURNITURE, FIXTURES, AND EQUUIPMENT AND
NEW CONSTRUCTION $19,740,279 $ 19,740,229 $(50) $19,771,606 $31,377
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Tablel
Variancein Total Construction Expenditures

Source of Information Amount

County Submitted Transaction Analysis Report for the Capital
Projects Fund - for the period 2003/2004 thru May 11, 2010 -
See Table G, Row 19 $ 19,787,146

Updated Budgeted to Actual Expenditures Spreadsheet, Total
Expenditures Charged to the Construction Project s Fund -
See Table H, Col D 19,771,606

Variance - Represents .08% of Total Expenditures $ 15,540

1. TheCounty Submitted Transaction Analysis Report for the Capital Projects Fund Contained
only High L evel Information

IAS’ review of the construction expenditures was performed at a high level and consisted primarily of

discussions with Court, County and OCCM’s personnel involved in the Courthouse construction project.

Discussion centered on areas the Court had concern with. IAS did not review any construction invoices

and the associated contracts since the construction of this Courthouse is a County managed project and

these documents reside with the County and were not made available to IAS.

Recommendations
1. Court to request the County to close the Capital Projects Fund to ensure that no additional
construction costs are charged to this Fund.
2. Court to also track the CCF, the Superior Court Debt Service Fund, and the Debt Service Justice
Facility Fund to ensure that no additional construction costs are charged to these funds.
Superior Court Responses
1. Agreed: The Court has asked the County to close the Capital Projects Fund.
2. Agreed: The Court will monitor these funds to be sure no additional construction costs are
charged.

F. The 2005 COP - Certificate Reserve Fund

The 2005 Certificates of Participation (COP) required a certificate reserve fund of $664,043 which is
equal to the maximum amount of base rental payments remaining to be made by the County pursuant to
the lease agreement during any of the twelve-month period ending June 1.

The COP documents provided that the certificate reserve fund requirement shall be deposited with the
Trustee (The Bank of New York Trust Company, N.A.) in a separate special fund to be held by the
Trustee for and on behalf of the County, known as the “Facilities Sublease Certificate Reserve Fund”.

In addition, if on June 1 or December 1 of any year the amount in the certificate reserve fund exceeds the
certificate reserve fund requirement, the Trustee, if the County is not in default of the COP sublease and
trust agreements, shall pay the amount of the excess to the County. The County informed IAS and the
Court that it accumulates the reserve fund in anticipation of paying off the COP earlier.
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According to the County, this certificate reserve fund is not recorded in the County accounting system
(FIRMS). The County however reported this reserve fund in its Comprehensive Annual Financial Report
(CAFR) as a restricted asset under “Non-Major Debt Service Fund, Courthouse Construction COP” and
reported the following balances in the table below.

Certificate Reserve Fund
Source: County CAFR

Interest and
Initial Deposit Investment
Beginning Revenue Allocated Ending
Fiscal Year Reserve Fund (June 2005) to the Reserve Fund | Reserve Fund
2004/2005 $ - $ 664,044 $ - $ 664,044
2005/2006 664,044 - 15,281 679,325
2006/2007 679,325 - 46,102 725,427
2007/2008 725,427 - 29,748 755,175
2008/2009 755,175 - 11,462 766,637
Total $ 102,593

At June 30, 2009, the certificate reserve fund had an ending balance of $766,637. The increase of
$102,593 from the original reserve amount of $664,044 was due to the interest and investment revenue
allocated to the certificate reserve fund.

Recommendation
The Court should track this certificate reserve fund balance on an annual basis.

Superior Court Response
Agreed: The Court will track this fund on an annual basis.
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APPENDIX 1
Memorandum of Understanding Regarding Construction of Merced Court Facility



Miemorandum of Understanding

Construction of Merced Court Facility



MEMORANDUM OF UNDERSTANDIRG
REGARDING CONSTRUCTION OF MERCED COURT FACILITY

THIS MEMORANDUM  OF UNDERSTANDING  REGARDING  THE
CONSTRUCTION OF MERCED COURT FACILITY (“MOU”) is made and entered into on
this 5th day of April, 2005 (“Effective Date™), by and between the County of Merced, a political
division of the State of California (“County™), the Judicial Council of California, an entity
established by the Constitution of the State of California, validly existing under the laws of the
State, acting by and through the Administrative Office of the Courts (“AOC”), the staff agency
to the Judicial Council, and the Superior Court of California, County of Merced (“Court”).

BACKGROUND TO AND PURPOSE OF MOU.

A, The County has designed, and desires to construct and complete a new court
facility (the “Court Facility”) for the Court located at 2260 “N” Street, Merced, California
95340 as legally described in Exhibit “A”, attached hereto and incorporated herein (the
“Land™). The County desires to fund in part, the design, development, construction, and all

~ other elements associated with the completion of the Court Facilify (collectively, the “Court
Preject”) by encumbering and expending funds from its local Courthouse Comnstruction Fund,
estabiished pursuant to Government Code Section 76100 (“CCF”), pursuant to the written
approval from the Administrative Director of the Court, attached hereto as Exhibit “B” and
incorporated herein by this reference, and from deposits made by the Court of Civil Assessments
collected pursuant to Govermment Code Section 76223 (“Civil Assessments”), as provided m
the Trial Court Facilities Agreement between the County and Court dated Decemnber 23, 2003,
attached hereto as Exhibit “O” and incorporated herein by this reference. In addition, the
County desires to fund the Court Project in part as a Capital Project from the State Court
Facilities Construction Fund (“Capital Funds”), pending approval of the appropriation in the
State of California, Fiscal Year 2005-06 Budget Act. AOC desires to fund the Court Project in
part from Capital Funds in order to relocate the Merced County Family Court into a secured
court facility,

B. Once the Court Project is complete, the AOC will accept the transfer and assume
responsibility for the Court Facility, subject to all applicable provisions of the Trial Court
Facilities Act of 2002 (“the Act”) and the terms and conditions of a Transfer Agreement for the
Court Facility which the parties shall negotiate and enter into separate and apart from this MOLL
Without relieving or burdening the County as the entity solely and exclusively responsible for all
aspects of the Court Project, which includes without limitation administration by County
personnel, testing contracts, architectural work, assistance during construction, and construction
management, the parties to this MOU seek to memorialize their various responsibilities and
obligations to ensure that the expenditures for the Court Project be consistent with any conditions
placed on the CCF or Capital Funds and that the Court Project be constructed in accordance
with such design, plans, specifications, and other documents which have been reviewed and
mutually approved or consented to by the County, AOC, and Court, as delineated in this MOU.
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C. Tt is the intent of the parties to this MOU to work together cooperativety and in
good faith as partners in this Court Project according to each party’s respective responsibilities
and obligations.

THEREFORE, the County, AOC, and Court hereby agree as follows:

1, The foregoing provisions of the Background to and Purpose of MOU are true and
correct and are incorporated into this MOU by this reference,
2. County Responsibilities and Obligations
A Funding and Financing

‘ 2.1 The County shall be solely responsible for all costs related to and associated with
the Court Project, including, but not limited to, payment of all bonded indebtedness or any form
of financing incurred by County for this Court Project. The parties acknowledge that the
completed Court Project will be used exclusively as a court facility. The parties acknowledge
that the amount of the Total Court Project Cost will vary depending on whether or not the
Capital Funds are appropriated for this Court Project, as referenced in 2.1.1 and 2.1.2. The
partics recognize that as of the Effective Date, the Total Court Project Cost is a preliminary
estimate based on the good faith judgment and past experience of the County, and the actual cost
for completing the Court Project may be greater or less than the Total Court Project Cost for
various reasons, including, but not limited to, & more-precise definition of the scope of work
required for the Court Project, changing market conditions, change orders, and the generai
competitiveness of the bidding process for the Court Project. In the event that the actual cost of
the Court Project exceeds the Total Court Project Cost herein, the County shall be responsible for
all costs to complete the Court Project, subject to Section 2.1.1 and Section 2.11 herein. Neither
the Court nor the AOC shall be responsible for any costs of the Court Project, including any
shortage between the actual Court Project Cost and the available funds thet may result from the
failure of the State to appropriate Capital Funds, except as provided in Section 2.11 herein.

2.1.1 If the Capital Funds are appropriated for this Cowrt Project, the Total Court
Project Cost with Capital Funds will be $19,740,000, which amount is itemized in Exhibit
“D-1” attached hereto and incorporated herein by this reference. In that event, the Court Project
will consist of six (6) finished court rooms and shelled out space for one (1) additional court
room. The Court Facility is described as “Approved Construction Documents with Capital
Fands dated November 2, 20064,

In the event that Capital Funds are insufficient to buy back all of the value engineered items
and/or bid alternates as itemized in Exhibit “13-17, then the AQC, in consultation with the Court,
will have exclusive authority to select which value engineered items or bid alternates wili be
inctuded in the Courl Project,




The parties wili work cooperatively and expedisiously to effect transfer of responsibility for
those court facilities that are relocated to the Court Facility pursuant to SB 1732 prior fo the
occupancy of the completed Court Facility,

. 2.1.2  If the Capital Funds are not appropriated for this Court Project, the Total Court
Project Cost will be $16,701,000, which amount is itemized in Exhibit “D-27 attached hereto
and incorporated herein by this reference. In that event, the Court Project will consist of four (4)
finished court rooms and shelled out space for three (3) additional court rooms, shelled out space
for the holding ceils, and shelled out space for the security tuane! under the building. The Court
Facility is described as “Approved Construction Documents without Capital Funds as indicated
by Chenge Order #1, dated April 6, 2005.”

The parties will work cooperatively and expeditiously to effect transfer of responsibility for
those court facilities that are reiocated to the Court Facility purswant to SB 1732 prior to the
secupancy of the completed Court Facility.

2.2 County has prepared complete and accurate funding plans and accountings for the
Court Project both with Capital Funds and without Capital Funds, attached hereto as Exhibits
“F.1" and “B-2" and incorporated herein. County intends to complete the Court Project
pursuant to one of the two funding plans, and County will consuit with AQC and the Court prior
to making any changes to either funding plan,

23 County’s use of CCF, Civil Assessments, and Capital Funds is conditioned on the
AOC's approval of the bonded indebtedness plan. For the purposes of this MOU, the term
“bonded indettedness” is defined pursuant to the Act (Govt. Code section 70301{a)). The
County has met and conferred with the AQC 1o describe its bonded indebtedness plan, and AGC
has approved that bonded indebtedness plan subject to the following:

a, County will provide AOC with a complete set of all bonded indebiedness
documents within five {5) business days after County’s execution of said
documents.

b The County’s execed bonded indebtedness documents shall ensure:

i There will be no further encumbrance on the title to the building or
the underlying real property following the retirement of the bonded
indebiedness,

it. The terra of the bonded indebtedness will not exceed 25 years from
the date of execution of the bonded indebtedness documents.

i, There will be no restriction on the Court’s exclusive use of the Court

Facility during or following the term of the bonded indebtedness,
gxcept in the event of default by County.

v, Prepayment of the principal or interest of the bonded indebtedness
will be allowed.

2.4 County will each month provide to the AQC and Court for review and comment
copies of all pay applications and expenditures for the Court Project for the previous month,
subject to County’s final determination.




2.5  County will ensure that al expenditures from the CCF and Civil Assessments are
consistent with the conditions of approval from the AOC, the terms of the Trial Court Facilities
Agreement (Exhibit “C”), and the terms of this MOU. County will ensure that all expenditures
from the Capital Funds are consistent with the conditions of approval from the AQC and the
Department of Finance,

‘ 2.6 County will provide AOC and Court annual accounting of all revenues and
expenditures from the CCF, Civil Assessments, and Capital Funds for this Court Project.

2.7 At the completion of the construction of the Court Facility, County shall return
any remaining Capital Funds to the State Court Facilities Consfruction Fund. Upon repayment
of the bonded indebtedness, County shall have no right (o any balance in the CCF that exceeds
the total amount of CCF oblipated for payment of the bonded indebtedness for this Court Project,
as shown in Exhibits “E-1" and “E-2". The parties acknowledge that the Court’s obligation fo
provide Civil Assessments for this Construction Project is established as shown in Exhibits “C”
and “E-1" or “E-2”. County shall have no right 1o use any portion of Civil Assessments that
may exist or accrue after the bonded indebtedness is repaid. Any annual accruals of Civil
Assessments or CCF’s that exceed the amount required from that fund to repay the bonded
ndebtedness shall remain in its respective fund segregated and unmencumbered and shall not be
used for any purpose other than as permitted under this MOU.

B. Construction Activities

28  County has developed a complete design (*Design™), specifications
{“Specifications”), and all other docoments necessary to complete the Court Project (which,
collectively with the Design and Specifications, shall be hereinafter referred to as the
“Construction Documents™). County will solicit, award, and execute a contract and other
ancillary agreements related to such contract {collectively, the “Contract™) to perform and
complete the construction of the Court Project in accordance with the Construction Documents,
and all applicable federal, state, and local laws, codes, regulations, requirements, and ordinances.
AQOC has reviewed and approved the 100% Construction Documents for the Court Project dated
September 14, 2004, pursuant to the Trial Court Facilities Guidelines developed by the Task
Force on Court Facilities and adopted by the Judicial Council on July 1, 2002 (“Guidelines™),
the entire scope of the AGC’s review authority,

2.5 County has provided to ADC the approved construction package dated November
2, 2004, in its entirety including, but not limited to the bids, specifications, addenda, and any
change order, all of which AOC has approved

210 County will obtain prior written approval from the AOC for all discretionary
chanpe orders that are qualitetive (affecting the function, appearance, sustainability, or
operational maintenance of the Court Facility) or quantitative (affecting the timing or cost of the
Court Project). The parties shall work together to develop an approval form and the deadlines
for the County’s submittal and the AOC’s response,




2.10.1 The parties acknowledge that timely field decisions will best serve the interests of
the Construction Project, both in cost and time. The County will inform the AOC on no less than
a weekly basis of all approved, necessary field directives. County will not finalize pricing of the
resulting change orders or incorporate the field directives into change orders without AOC’s
written review and comment.

2.11  AOC may request County to implement design changes related to the Court
Project if the overall effect of the changes does not increase the costs of the Court Project to the
County, or the AOC agrees to pay any extra costs caused by the changes, pursuant to Govt, Code
section 70331{d). County agrees to implement said changes requested by AOC subject to the
restrictions in this section 2.11, except as prohibited by local building ordinances.

2,12 County will provide to AOC and Court all logs, schedules, and project notes {rom
weekly construction meetings for AOC’s written review and comment,

2.13  County will be solely responsible for administering the Court Project and the
Contract subject to AOC approval or review and comment, as provided herein,

2.14  County will and does indemnify, defend and hold harmiess the Court, the AOC,
and the State of California (hereinafier “State Parties”) from and against all loss, cost, damage,
expense, and/or liability of any and every kind and nature (including but not limited to
reasonable attorney fees and costs) incurred, suffered by, or claimed against any cne or more of
the State Parties, by reason of, arising out of, or relating to the Court Project or the
administration of the Court Project at all times prior to the County’s filing of 2 notice of
completion, except when and to the extent that any such loss, cost, damage, expense, and/or
lability arise out of or relate to the negligence or willfo! misconduct of any one or more of the
State Parties.

i, Schedale

2.15  County anticipates that this Court Project will be substantially completed within
approximately eighteen (18) months from the date of award of the pending contract for
construction. County will make reasonable efforts to complete construction of the project in a
timely manner. County will provide informational notices to AQC and the Court regarding
significant changes in schedule for completion of the construction. County will provide AOC
and Court with all contractor schedule updates, notices of delay, and any recovery schedules.
Any time exiension or delay damage will be subject 1o the provisions of Section 2.10.1. The
parties acknowledge that unforeseen events may arise which could cause delays to completion of
the project.

3 AQC Responsibilities and Obligations

3.1 AOC will serve in an approving role relating to the functionality of the Court
Project.




3.2 AQC will umely review and comment, as appropriaie, to change orders pursuant
to the Guidelines, AOC will not review the Court Project or its revisions or change orders for
compliance with any building regulations, codes, or laws.

3.3 AOC will coordinate its reviews, comrents, and approvals as provided herein
_ with the Court.

3.4, AQGC will recommend and submit to the Department of Finance all required
documentation in support of a request for $3,040,000 of Capital Funds for the Court Project.
AQC will use its best efforts to facilitate the award of the Capital Funds for this Court Project.

3.5  AOC will review the bonded indebtedness documents pursuant to the provisions
of Section 2.3,

3.6 AOC will participate in field visits at least once 3 month bui ne more than once a
week to observe and comment on the progress of the Court Project.

377 AOC will conduct all reviews in a timely manner consistent with the Court
Project schedule.

3.8  AOC will review any chanpes to the Court Project or Contract for consistency
with the Guidelines,

4. Court Regponsibilities and Obligations

4.1, Court will document to the AOC and County any Court commitments to provide
funding for, or the execution of, the Court Project, including, but not limited to, construction,
fixtures, furnishings, or equipment. In addition t the commitment of Civil Assessments in the
arnount of $310,000 per year for the repayment of bonded indebtedness for the Court Project, the
Court has also committed a total of $710,000 in local revenue reserves for the Court Project.

4.2  Court will address any questions or concerns about the Court Project through
AGC for resolution by AOC and Court,

4.3 Court will conduct all reviews in a tmely manner consistent with the Court
Project schedule.

3. Future Transfer of Court Facility. After County’s completion and acceptance of
the Court Project, the parties will work cooperatively and expeditiously to effect a transfer of
responsibility and deferred transfer of title to the Court Facility from the County to the State of
California on behalf of the Judicial Council. County agrees not to encumber the completed
Court Facility or the underlying real property upon the completion of the Court Facility and the
repayment of the bonded indebtedness.

4. Project Representatives, Bach party hereby designates a project representative
during construction as shown herein. Each party shall provide notice to the other parties of any




change in the designation of its project representative pursuant (o Section 8.3 herein. All parties
agree to ensure that any new Project Representative will possess a level of knowledge and
experience necessary for the successful completion of the Court Project, and will provide to the
other parties at the time of the notice of change in desipnation of the Project Representative
relevant information relating to the new Project Representative’s abiliies as a Project
Representative,

County Paul Fillebrown, Director
Department of Public Works
County of Merced
345 West Tth Street
Merced, CA 95340-6041
209/722-7602
Phillebrown@co. merced.ca.ns

AOC Susan Iverson, OCCM Project Manager
Office of Court Constrection & Management
Administrative Office of the Courts
455 Golden Gate Avenue
San Francisco, CA 94102-3688
415/865-8810
Susan. Iverson@jud.ca.gov

Court Kathieen Goetsch, Court Executive Officer
Superior Court of California, County of Merged
627 West 21st Street
Merced, CA 95340
209/725-4127
Kathie. goetsch@mercedeourtorg

7. Dispute Regolution. In the event of & dispute between the parties arising under or
relating to this MOU, the parties agree that they shall attempt to resolve the dispute through
unassisted negotiation, 1f after seven (7) days the parties are not able to resolve the dispute
through unassisted negotiation, any party may give the other parties a written request for a
meeting between designated representatives for each party for the purpose of resolving the
dispute, Such meeting shall be held within fourteen (14) days of the receipt of such request. If
the meeting fails to occur or fails to resolve the dispute, nothing in this MOU shall preclude the
Parties from exercising their legal remedies.

8. Miscellansous

8.1 Entire MOU, This MOU contains the entire and complete agreement of the
parties with respect to the subject matter of this MOU, and supersedes any and all other previous
or concurrent understandings, arrangements, or agreements, oral or written. No promises,
representations, warranties, or inducemnenss of any kind exist between any of the parties to this
MOU except as expressly set forth in this MOU,




8.2 Amendment. No addition to or modification of the terms of this MOU shall be
velid unless made in a written amendment to this MOU, which is formally approved and signed
by each of the parties to this MOU.

8.3  Notices. Any notices required or permitted hereunder shall be in writing and may
be: (i) personally delivered; (i) sent by certified United States mail, first class postage prepaid,
with return receipt requested; or (iif) sent by reputable overnight deliver service; addressed as set
forth below or to such other place as a party hereto may designate by subsequent written notice
to the other party delivered in any manner permitted by Section 5.4. Notices shall be deemed
delivered on the date received in the office of the party to whom the notice is addressed;
provided, however, that notices delivered on the day that is not a business day shall be deemed
received at 9:00 a.m. on the next succeeding business day of the recipient:

If to the County: County Executive Officer
2222 M Street
Merced, California 95340

with a copy to: Auditor - Controller
2222 M Sireet
Merced, California 95340

If to the Court: Court Executive Officer
Superior Court of California
County of Merced
627 West 21st Street
Merced, CA 95340

If to the ADC, Office of Court Construction and Management
Administrative Office of the Courts
455 Golden Gate Avenue
San Francisco, California 94102
Attn: Manager, Design and Construction Services

with a copy to:

Otfice of the General Counsel
Administrative Office of the Courts

435 Golden Gate Avenuna

San Francisco, California 94102

Attn: Managing Attorney, Real Estate Unit




Provided, however, that any and all audit requests and notices by the County
relating to alleged violation by AQC of this MOU shall also be directed to:

Admimstrative Office of the Courts
455 Golden Gate Avenue

San Francisco, California 94102
Attention: Business Service Manager

8.4  Authority. The County, AOC, and Court each certifies that it is duly authorized
and empowered o executs, anter into, and perform its obligations set forth in this MOU, and
each further certifies that the individual signing this MOU on its behalf has been duly authorized
to execute this MOU on behalf of the party, and may iegaily bind the party to the terms and
conditions of this MOU,

8.5. - Counterparts. The parties agree that this MOU may be executed m three
counterparts each of which wiil be effective in the same way as an original.

IN WITNESS WHEREQF, this MOU has been executed as of the date first above
wriften.

JUDICIAL COUNCIL OF CALIFORNIA, AN
ENTITY OF THE STATE OF CALIFORNIA,
ACTING BY AND THROUGH THE
ADMINISTRATIVE OFFICE OF THE COURTS

By

Name:
Title:

COUNTY OF MERCED
1 &MPR 05 2005

APPROVED AS 'm LEGAL FORM SUPERIOR COURT OF CALIFORNIA,
RUBEN MSTILLO COUNTY OF MERCED
MEREH ) UNTY COUNSEL

By:

Name:

Title:




Admimistrative Office of the Courts
453 Golden Gate Avenue

San Francisco, California 94102
Attentiort; Business Service Manager

8.4 Authority, The County, AOC, and Court each certifies that it is duly authorized
and empowered to execule, enfer into, and perform its obligations set forth in this MOU, and
each further certifies that the individual signing this MOU on its behalf has been duly authorized
1o execute this MOU on behalf of the party, and may legally bind the party to the tenms and
conditions of this MOU,

8.5,  Counterparts. The parties agree that this MOU may be executed in three
counterparts each of which will be effective in the same way as an original.

IN WITNESS WHEREOF, this MOU has been executed as of the date first above
written,

JUDICIAL COUNCIL OF CALIFORNIA, AN
ENTITY OF THE STATE OF CALIFORNIA,
ACTING BY AND THROUGH THE
ADMINISTRATIVE OFFICE OF THE COURTS

By: M 4:72@

Name: o 1D Ves o
Title: &Mﬁuﬁmﬂﬂ,ﬂn&w

COUNTY OF MERCED

By:
Name:
Title:

SUPERIOR COURT OF CALIFORNIA,
COUNTY OF MERCED

By:
Name:
'i"iﬁe:_




Administrative Office of the Courts
455 Golden Gaie Averne

San Francisco, California 94102
Attention: Business Service Manager

£.4 Authority, The County, AOC, and Coust each certifies that it is duly authorized
and empowered to execute, enter into, and perform its obligations set forth in this MOU, and
each further certifies that the individual signing this MOU on 4s behalf has been duly authorized
to execute this MOU on behaif of the party, and may legally bind the pasty to the terms and
conditions of this MOU.

8.5. Counterparts. The parties agree that this MOU may be executed in three
counterparts each of which will be effective in the same way as an original.

TN WITNESS WHEREGF, this MOU has been executed as of the date first above
written.

JUDICIAL COUNCIL OF CALIFORNIA, AN
ENTITY OF THE STATE OF CALIFORNIA,
ACTING BY AND THROUGH THE
ADMINISTRATIVE OFFICE OF THE COURTS

By:
Name:
Title:

COUNTY OF MERCED

By:
Name:
Title:

SUPERIOR. COURT OF CALIFORNIA,

COUNTY OF MERCED
Name: Freap/r. Degi & perzry™

Title: Pree ‘;/,w’;{ \:?"'ﬂ%ﬂ




EXHIBIT A

{iegal Description of Land)
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EXHIBIT “A”

LEGAL DISCRIPTION

All of Lots 1,2,3,4,5,8,7 & 8 in Block 73 as shown on the "SUPPLEMENTAL MAPRP TO
TOWN OF MERCED" filed for record in Book 1, of Official Plats, Page 12 Merced
County Records. And aiso shown in Volume 2 of Official Plats, Page 12, Merced County
Records. Situated in Section 19, Township 7 South, Range 14 East, M.D.B. & M.

Excepting tharefrom;, That portion conveyed to the City of Merced, filed for record in
Volume 3344, Official Records, Page 670, Merced County Records, described as
foliows; Beginning at the northeasterly comer of said Lot 1; thence S 24°40" W., along
the easterly line of said lot 1, 15.00 feet; thence northwesterly along a curve concave to
the southwest having a radius of 15.00 feet through a central angle of 83°59°31" an arc
distance of 23.56 fest to a point on the northerly line of said ot 1; thence S 65719317 E.,
along sald northerly tine 45,00 feet to the point of beginning.

Reserving therafrom all easements of record or otherwise acquired.

IYWPINBEK Tyustece facibty doc




EXHIBIT B

CCF Approval from AQC
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Exhibit B

Pudicinl Tovncil of California

ADMINISTRATIVE OFFICE OF THE COURTS

455 Golden Gate Avenue * San Franclsco, California 941023688
Telephone 4158654200 « Fax 415-865-4205 « TDD 415-8654272

RONALD M. OEOROGE WILLIAM O VICKREY
Chief husticz of California Administrazive Divector of the Courts
Chatir of the udicial Council

RONALD ¢. OVERRBOLY
Chief Dapuzy Divecror

April 1, 2005

Mr. James L. Brown

Assistant County Executive Officer
County of Merced

2222 M Street

Merced, California 95340

Re: Approval of Request for Expenditure—Courthouse Construction Fund

Dear Mr. Brown:

On February 4, 2005, we gave conditional written approval for expenditure of current funds and
encurnbrance of future revenues from the Merced County Courthouse Construction Fund for use
toward the construction of the new Merced Comnty Courthouse project.

Subsequently, through the sharing of additional information, firther discussion, and the
development of a Memorandum of Understanding (MOU}, the conditions of approval were
removed. Therefore, upon your execution of the attached MOU, the use of the requested court
construction funds is approved.
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April 1, 2005
Page 2

I would also like to take this opporiumity 1o express our appreciation for Merced County’s

diligent efforts to build a new, functional, and secure court facility to benefit the community and
the California court systen.

Sincerely,

Witham C. Vickreg
Admini strative Director of the Courts

WCV/RD/M

Baclosure

cc: Hon. Frank Dougherty, Presiding Judge, Superior Court of Merced County .
Ms. Kathie Goetsch, Bxecutive Officer, Superior Court of Merced County
M., Michas! Roddy, Regional Adminigative Director, AOC Northern/Central
Regional Office
M. Christine M., Hansen, Director, AOC Finance Division

T
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1}_ TRIAL COURT FACILITIES AGREEMENT

%i This Agreement is made by and bevween the Presiding Judge of the Mereed County
ili Superiar Court. {the “Superor Court™ or “Cournt™). and the Board of Supervisors of the
ii County of Merced, California. acting for md on behalf of the County of Merced. a poistical

I; subdiviston of the State of Californo, (he “Counny ™.

f
| RECITALS
'

WHERTAS, m 2002 the Cubitornia Lewslatere cnacted SBT3 beng Chaprer

[ CLUB2 of the Swraes of 2002, 1o provide for iiat court Yacihues: and.
E WHERYAS, as ¢ parl of SB 1732, the Legisiatore enucted Government Code
" , .

5{ senon 7223w ospecially provide that. nowwithstanding any osher law, certain condihons

enumerzted theremn pertan to the construction of court faahives in Mepeed Counny by the
z
Coonty of Merced for any construgdon pursuant to & writien agreement between the

g the County of Mesced, € alitforms; and,
i WHEREAS. the Presiding Judge of the Supenor Coun of Merced Coanty und te
'!% Board of Supervisors of the County of Merced, Cualifornia, (each o “Pard™ apd
3i colicetively, the Parties™), desire w implement the provisions of Government Code section
\ 76223 and w execule an agreement in socordance with s terms prios w Jasuary 1L 26004,
] provided that such un agreernent provides that the Couniy of Merced will continue to use
l

\w\ enves from the Couthouse Construction Fund, ay defined i Gonormment Cade sechion
ﬁi 6100, and use civil assessments, as provided forin Penal Code section 1213 1 to fund the
{M} construchen of the proposed Merced County Supenior Courthouse, and that such un
%%ag,n.r:lmm furtier ;rmvxdes that the Superior Court may depostt such addinonsl court funds
11 4y may be noucssary 1 pay for construction of the propesed courthouse and w0 repay
!

Counmty horrow mgs refated thereto

NOW. THERLFORE, purcuat W the authenty given them under Government
1

N
i
H
|
i - - -

iCode seetion T0223 and other provisnms oF Taw, 20d 1 comgideralion of the foregoing
i

U presents and the mutual promises made herein, the Buard of Superviors of the County of

]
1
i1
i

i
; Presiding Judge of the Supenor Count of Meread County and the Board of Superiisons of
il
l




! TE Mereed and (e Presiding ludge of the Merced County Superior Court hereby dgree as

Y follows;
|
ol

3 AGREEMENT !
4 j{{ 1. RECITALS, The mmgn’mg Reclals are true and cumect and are !
3 \ sncorporated into this Agreement.

f ‘ 2. TRIAL COURT FACILITIES DEFINED, As used in this Agreerment he

D op tenn “Troa] Count Facthites™ shall meam the Merced Coumy Superior Courthause projuct.,
|

S :é propused 1o he conswueied on the sowhenst somer of 23td and M streers In the (v of
4 1 Merced, with a projected size of approximetely 50.000 1o 60600 square Teet and with

10 exnmated construction costs of epproaimidely Fourteen Millon 31 Hundred Thousand

1} !l Datiars ($14.600,000.000) 1o be Snanved from exiding resources and foture boriowings,

(el b

K DEDICATION OF COURTHOUSE CONSTRUCTION FUNDS. County

; shall dedicate w the Trial Court Facilities projedt &l reveme recesved mue the Courthouse

i
H
i
H

Construction Fund, csiablished pursuant o Govemment Code section TO1INL o seq.

i
14|
401
|

1]

t

13 tHexeept for amy revenue expended by e Coumty prior o the Effective Dute of this

I

16 Agreement. The County agrees 10 provide Merced County Superior Count an snnual

accounting of Courthouse Congtruction Fund revenues used o repay any horowings mude

r

ar any construcnon related to the Vrial Court Froiliues,

4 CONTINUED DEPOSITS OF CIVIT aSSESSMENTS.  Pursuant e

204, Soction 76223(g) of the Government Code, and for the purpose of sugmenting other furids
“made avaisble for construction of court facihides, revenue recaived in Merved County
Cfrom civil assessments for Failure 1o Appear. pursuant o Section 1214 1 ol the Penal
Code, shail continue 10 by avaruble 1oy use by Merced County and shall be deposited by

i
[the court therefore in an account or secounts 1o be destynated by he County i an anrual

24
l} 28 t arount of Three Hundred Ten Thousund And No- 100 (831000001 The Counl agrees :
3 26 r thart these deposits shall start on By 1. 2004, and continue through snd inciuding the 3th 4
2" !i venr thereatier or the Y08 year sfier spy borrow:ngs ére made for any construcion re.ated
2 '

28 o the Toal Count Facihtes. whicheser comes laer, Noteithstanding the toregomy and
i




i

0

any rights the County may have tw exiend the term of or refund any borrowings relaied to

!
it
!f the comstruction of the Trial Court Faciiies, the Superior Courd's obligation 1o make
;
Havalable @ revenucs under this paragraph shull not exceed 35 years bevond the Rffective
Q Date o this Agreement and under ae Sreumstances shall comtinue past e dpte all
P

]bcmu wing and construction costs related 1o the censtruction of the Tral Count Facilings

shave been satisfied.

i 5, DEPOSITS OF ADDITIONAL COLRT YUNDS. the Partey recupmie
i that the Presiding fodpe of the Murced County Supenior Court may agree to make oy alable
ik\cal guurt funds, up o @ stated amount, in the courthouse constructivn Tund m accordance
)

i! with Secton 76223(b) of the Govermment Code . The Parties agree that if such addiionad
Ehmas are necessary lowards the purpose of paving comstraction costs @id Horovings
1% related to the I'rial Court Facthties, the Partes will work together in good fath tu amend
t this Agreement to provide for such funds . subjeet to any imnatuns deserbed n Secuon

23 of the Government Code

6. LIMITATION ON DIEPOSITS OF CIVIL ASSESSMENTE  Pursuant o

Scenon 76223(¢) of the Goyernment Code, and (o ensure that the County seceives count

7 I tunds only as are ressonshle und neceseary for construction of Trial Count Faclines and

7
?
;
|
;

{
|
i
i
érclated costs, the total amounts depowted under Scction 4 of s Agreement nay not
|
lexceed in any fiscal vear the amount pavabie on the construction costs 1ess (2} any amounts
pard by the local Covrthouse Corstruction Fund and (b) any other amounis p2id Tom other
sourees except for any amounis pind pursuant 10 Secuon 5 of this Agreement. 1n any fiscal

car that the stated amount under Sceiion 4 exceeds the abeve Dimiiation, the Mereod

|pv
lCi}umx Supenor Court agrees 1o deposit the difference between the stated smount under
! se

hon 4 and the above }imizatmn in a separate aceount of accounts to be designated by the

I Qeetion % and Section 4 are insutficient :owards the smoun puysble un censiretion cos's
|

|
! County 1o Te apphed towards Tulure yean’ cost of construction when ainounts under
I
f
: i a fiscal year

1

1

i
W
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7. LIMITATION ON DEPQSITS OF ADDITIONAL COURT FUNDS

Porsuant 1o Section 76223d) of the Government Code, and 1© ensure that the County

reegives court funds enly as are scasonable and necessary for construchon of the Trias

1

dCourt Facilives and related costs, the total amounts deposited under Section & of this

J

Agreement shall not exesed 1n any Tisca vear the amownt pavable o the constrition costs

]ii{:s»‘. (&) any zmounts paid by the Counbeuse Construction Fund, () any amounis pad
1
1
i

i

parsuanf W@ Sectivn 4 of s Agreoment. wnd (0 any other wmeunts paad trow ader
N - . o e R .
t svurces except Tor any amounis puid punsuant o Seation 3 of thiy Agreement. Ineny e

!}car that the slated amount under Section 4 cxeeeds the apove hmitetion, the Supenor
B
j Court agrees to deposit the difference between the stated amount under Secuon 4 and the

s

Gabove limntaion in g separate accuunt of zecounts o be desigrated by the County w be
|

qapplied sowurds future years' tost of consyucton when ameunts under Secuon 3 oand

1

i
5 Section 4 are msufficient wwards the amount payable on constructien costs In o figcal vear

8. SUBSEQUENT LEGISLAMION.  TPursuant to Sechion 70223(w) of the

i()mcmment Code, the pardes hereto agree that if Jegisiation 55 pussed and becomnes
B n . - - . 3 TR . -

ceffectin e transfernng the responaibibity tor court {actiities 1w the Sute, and such lemsinnion
i

" permits the wransfer of the bonded mdebiedness or other cnoumbrance on court Tacilites

Fipgether with revenue sources for paviment of the bonded indebtedness or other

| encumbrance. the revenue sources provided for by Section 76223 ot the Government Code

smay alse be transferred to he State

i finance the construction,

é‘\ 0 INSUFFICTENT FUNDS, The partes recogmev the dirtieulty of prediciing

canth cerinty the acwal costs of constructing the Tral Count Facilives, and enrer this
Aygreempent with certain expectanons and understandings ¢f the hkely costs thurefon
among ther the understanding thst nether the County nor the Superier Cowt cimnot

i
Povarantes the constraclion of ¢ wourizetse no mater the (ost or wmpact e the Cuunt

9, COSTS OF CONSTRUCTION, As used in this Apreemert, the costs of

construction nelude the pavment vo the bonded idebtedness or other encumbrane wwgd




{

-

LA

G

. Therefore. the parties agres that 1 1he funds avadable for construction of the Triel Count

s Facihies are msufficient, or that the budger threntens o exceed avaluble furis, then the

i
lpaﬂias hereto shall consult on a cooperative hasis 70 atternpt W owork oul o mutualy
I

L DMPACT OF GOVERSMEST CODRE SECTION Tod0d, The Panies

T recoumre that Secnion 70304 of the Govemment Code migy seqnre the County to nbtan

fE

fapproval fram the Adminisrame Ducctor of the Cours pror o expendmy oy

ancumbering courthouse construclion funds after January 1. 2004 The Puntles agree w

il interpret this Agreement i sueh o manner as 1o be consisient with and, I necessary. w

work in good faith te amend this Agreement W ensure i cornphies with Gesernmers Code

f

2 1 Section 70404,

i .
l 12, LEGISLATIVE DISCRETION PRESERVED. Nothing in this Agrcemens

|
i v . . 4 .« . -

Jeandanve diseretion by the Merced County Board of Superyisors, incladipg 1« diseretion
te proceed or not proceed at any time with courthouse construction or any gcuivity refated

imerezo, the borrowing of funds or the wsuance of debt for courthouse constructon

]

!

purposes, or any refated mater,

I3 BINDING EFFECT. This Agreement shall inure 1o the beaefit of and be

[t oinding upon cach party heroto, therr predecessors, successory in inerest, subsdiaries
r

affihates, representatives, assigns, azgents, officers, Eirectors, cmploveds and personad
]

i
i
Ercprcscmaﬁ\-cs, pust, present and luture The parttes specificslly agree that ths Agreoment
Land the 1erms reflected herein are premised on factors which are appheable only w ihe
pariics and circumstances stated berein. and that this A greement 15 net made for the benefit
of or intended to apply to apy other person. public entity or circomstance nut spectiically
! enumnerated heremn,

14 FURTHER ACTIONS: U RTHER DOCUMENTS  To the oxient any

Jfunner or addimenal things of acts me recurred by to be Gone or ke oy any of the parties
|

shall cperate or be interprewd 1w restnet, Tl bind or dirent the lawfal exercise of




i- T2

M

Ny

hereto to effectuate this Agreoment, eech party binds nseif 1o do such things and toke such

[acts‘ including those 10 be dune or whken through e exercise of ezceothe o

l adratnistrative authority, to fully carry car the purposes and myont of thes Agreement and

| the provisions of the Government Code ~et lorth heren. Furthermora, 1o the extam fwther

ldocumcms or instruments are regaired o be executed by any of the parties W eifeauate
s Agreemeni, each party herew agress {0 execute and deliver seeh other and turther

ig ‘Limumcma as may be reguired w earmy out the termag of this Agreement

| . A

ii {5, REPRESENTATION. Hach parny represents and scinowledges thot cach

[ .

; of them hus been represented by counsel with respect o this Agreement and all mutters

i

g

N

cavered by or releled to hevein. Each purty has been fully advised with respect 10 a1l mighis

which are affecred by this Agreement. and each party has authorived and directed twir

i
2 1‘ respeetive ALUMEeYS oF représentannes Lo exceule and deliver sach other and urther

documents ot wstrumenls as may be reguired (0 carry out the terms o this Ageemen

i 6, MO MODIFICATION EXCEPT IN WRITING, This Agreement woittalis

+

; the entire agreement between the parties 88 to s sabjec maiter ad may nol be alwered,
Dimended, or modified in any respeut. cveept by @ writing duly executed by the party o be
f!\.harged. All prior agreements, understandings, oral agreements and wrilings uy 1w the
!} subject mater of this Agrecment are expressly superseded hereby wnd are of no tusther
! toree or effect

! 17 ENFORCEMENT, This Agreement may be enforced by any of the parties
EL Tereto for the fmiure of any other purty 1o comply with its terms and o sech any remedy
tl av atlable under law or equity. ncloding specific pertornance or injunction.
h

18, LEGAL AUTHORITY  Eoch party warrants to the other that it Sas the

!
cpower and audhority 1o enter inte this Agreement on behalf of fself. s prececessor(r) in

i . . N
§] imerest, amd any successors in Interest. Tach purty warrans to the others that each has the
egal snhorny to enter nte and be legally bound by thes Agreement. thae each haos
1

L
Veseremed Hs diseretion i comnecton with s Comatunional and siatutory respomsiinlites,
|




R

L

|

19, HEADINGS. Paragraph neadmgs are used herein for comunients only and
*shail have no force nr effect in the mierpretaivn of comstruction of s Agreenieni As
éusml in ths Agreement. the singalar shali inctude the plural aod the masculioe shall
%indudc the feminine and neuvier genders,

‘ 26 COUNTERPARTS. Thes Agrecment may be exccuted i counterparts, vavh

¢ of which shall be deemed an origmal. but o} of which together shall congtitute one and the
!

Same agreement,

2L EFFECTIVE DATE. This Agreement shall be effective and binding vpon

i

;

;:111 the parties upen execution by ali the perues hereto.

i IN WITNESS WHEREQT. the parties hrlow named have execuied this Xgrevment
i

i
i
‘; in the County of Merved, S1ate of California, as of the date and vear lust below witten

1 Dated, Dc:wmbcr_'zfg L2003 PRESIDING JUDGE OF THE

| SUPERIOR COURT, COUNTY OF
ﬁl
E
:
i

MERCED

Ladbidd
HONG ANKTDPUCHERTY

BOARD OF SUPERVISORS OF THE
COUNTY OF MERCED, CALIFORNTA

t

Dated. December £5 2003

|
|
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Exhibit D1
APRIL 1, 2005
NEW COURT BUILDING, MERCED COUNTY
ITEMIZED ACCOUNTING of TOTAL PROJECT COSTS INCLUBDING STATE FUNDING
i ITEM BUBGET FXPENDED BALANCE REMARKS
DEWPS 213,000 129,796 85,204
MERCED COUNTY BUILDING SERVICES DIVISION 1,120 1120 T p
INSPECTION (20 Months 140,000 140,000
DPW/FLEET 73 73 0
RECORDER / COUNTY CLERK 50 50 0
ARCHITELT (Meeds Assessment} 0 0 1] HOY State Contact
NACHT & LEWIS-ARCHITECT (Phase ) $73,600 G [ ] inclided Betow
N&L {Design Amencments #1,2,3,&4) £221, 780 900,067 321,721
N&L Addnl rendenng & Struct foe for Geolier $10,175 - Arnerdiment No |
N&:3, Addnl fee for IT winng design 314,555 ,/}\ % Amendment No 4
Mk Add'n charge pant 20 x § color rendenngs $200 200 Ra 200
Nt ADDNL Fee for 6 ions of sigel fipor beams 14000 § . b B 14,000
PRINTING for CONSTRUCTION 16,000 % 4 9060 6,940
KITCHELL CONSTRUCTION MANAGMENT (13 months) 434,000 i 100,004 333,906
KITCHELL, ADDITIONAL M FEE for THREE MONTHS 96,000 96,000
PRINTING for C.M. 3,200 3,200
TWINING-geologie hazards subsurface, dranage, sott beanny) 1,250 1,250 o
TWINING-Review GeoPrer System (Foundation pier design) 950 850 4
TWINING-Review completed C D %, Soids inspeclion excavanon 10,450 10,450
TWINING- Sotls test for lime reatment 1o bldg pad 2,008 1,000
MATERIALS TESTING _ 108,000 § 100,000
BEDESENS-TOPOGRAPHIC SURVEY 3,600 1,600 o
MID YALLEY PUBLICATIONS-ADVERTISEMENT 417 417 [
Fresno Bee $1991, Merced Sun Slar §347 60 2,339 2,338 [}
URS CRGA 2 TECHNICAL STUDY 25,000 25,000 0
URS CEQA/NEGATIVE DECLARATION 17,147 £ 19,147 8
fuTITY FEES 54,553 84,553
SOFT COST SUBTOTAL
FURNITURE, FIXTURES & EQUIPMENT
POWER FILES 192,500 % 192,500
CUBICLES,TABLES, CHAIRS, DESKS 560000 | iy 660,000
FURNISHINGS, PICTURES, PLANTS, MATS 16,500 | P 16,500
SIGNS, INTERIOR oee | (A 18,000
MONUMENT SIGN & LOCATION S1GNS 26006 | N 26,000
PUBLIC WORKS SIGNS, TRAFFIC o5 f bW 4,950
AV DESIGN .0 i 0 NCLUDED ABOVE
NETWORK, EQUIPMENT & ENGINEERING 55,000 % 55,000
FIBER OPTIC CABLE, COPPER LINE & TRENCH 132,250 | 132,250
TELEPHONES 36,000, 36,000
F¥ & & SUSTOTAL
CONSTRUCTION
BASE §14, 12200000 NO | $746,808+ Addn] Add Al Buds $481,000 14,122,000 \ 14,122 8080
ADD ALT BID NO 1 FINISH COURT ROCM #7 5320,000 _ i ] 0
ADD ALT BID NO 2 Lireak Room Parin_$27.900 27,000 b 27,008
ADD ALT BID NG 1A AY Equiprent 1000 f B 183,000
ADD ALTBE NO 1B Ewdowe AV Egwpmeat $34,000 34,000 ; ﬂﬁ% % 34,060
ADD ALTBIDNG 4 "M" $timp, & Lundscape $17,000 vose | W 17.000
- ADD ALTBID NG 5 Single Ply Membrane Roofg iy L | fa 1402 k)
ADD ALT BID N0 6 Fenomg & Moterizod Gt $38,000 58000 4 &% 58,000
ADD ALT BIDNO 7 ALT FDN {GeaFaer) LR 000} {184 80}
ADD ALT BT NO § Metal Scresu on Roof $345.000 345,004 345,000
CHANGE ORDER NG | DELETE VALUE ENGINEERING (746 601} (744,608)
CHANGE ORDER NO 2 STEEL BEAMS UNDER CR #7 60,000 50,000
CHANGE ORDER NC 3 ADD VALUE ENGINEERING 746,608 746,608
Page 1of 2 j




Exhibit D-1

3

SEATE (ALT BID AND CHANGE ORDER BUV HACH NN f i Y22, 76
CONTINGENGY [COLINTY) A, 000 ? 421,000
CONTINGENCY {COURT) 709,566 % 709,566
ESCALATION/CONTINGENCY (STATE} 306,518 306,615

CONSTRUCTION SUBTOTAL

TOTAL PROJECT COST

FUNDING SOURCES

BEGINNING BALANCE Oct 17, 2000 / 36,644 50,644
LI400/87997 $366,000  "ustice Facilny" M P 360,600 360,660
1 1A0WR 99T 5227,31%  “lustee Facily" B2 DS \ 221,318 227,319
17400787997 $65,000  “Justiee Faeshty” €M ] 65,000 65,000
{7400/87997 $482,000 "Justiee Faoibty' CDH'S .4{' 482,000 482,600
Court Contnbuiton from | ocal Revenue Regenes FY 109,566 709,566
State Funds (Siaie Court Faciines Construetion Fund) 13,039,750 3,839,750
Coyrthouse Constraction Funds Approd fest. bal s of 6/30415) 3, 700,000 5,700,000

9,100,000

Paga 2of 2




APRIL 1, 2004

NEW COURT RUILDING, MERCED COUNTY
MTEMIZED ACCOUNTING of TOTAL PROJECT COSTS NOT INCLUDING STATE FUNDING

Exhibit D-2

i TTEM BUDGET EXPENDED BALANCE REMARKS
DPW/PS 175,000 \ 178,796 45,204

MERCED COUNTY BUILDING SERVICES DIVISION 1,120 1,120 “u

INSPECTION (20 Months) 100,000 100,000

DPWIFLEET 73 73 0

RECORDER / COUNTY CLERK 50 50 0

ARCHITECT {Meeds Assersrntnt} [ G a ROX Statc Contrac
NACHT & LEWIS-ARCHITECT (Phase 1) 373,000 0 o 0 clided Below
N&L. (Desgarr-Amendments #1,2,3,84) 1,221,788 500,667 32,72

NE&L Add'n) rendenng & Struet fee for Geoer $10,175 ' A Arrendment No |
N&L Add'l fee for [T wiring design 530,555 i Arnendment No 4
N&L Addn] charge print 20 x 8 eolor renderings $200 200 L 1| ey

N&L ADDNT Fr.-;: for 6 rons of siee] foor beews 14,000 t’« ,i%\»’ 14,000

PRINTING for CONSTRUCTION 15000 | 'V 060 6,540

KITCHELL CONSTRUCTION MANAGMENT (15 months) 434,000 100,094 333,906

KITCHELL ADDITIONAL C M FEE for THREE MONTHS 50,000 96,000

PRINTING for UM 3,200 1,200

TWINING -geologe hazards subsurface, dramage, soal bearmg) 1,256 1,250 o

TWINING -Review GeoPrer System (Foundation per design} 950 950 1]

TWINING-Review completed C 1 's, Sosls mspection excavation 10,450 E 10,450

MATERIALS TESTING 106,000 | 100,000
BEDESENS-TOPGGRAPHIC SURVEY 3600 L 3,600 o

MID VALLEY PUBLICATIONS-ADVERTISEMENT 417 417 0

Frasno fee $1891, Marced Sun Star $347 60 2,339 2,339 ]

URS CEQA / TECHNICAL STUDY 25,000 25,000 0

URS CBQA 7 NEGATIVE DECLARATION 17,047 4 17,147 0

lUTILETY PEES

SOFT COST SUBTOTAL

FURNITURE, FIXTURES & EQUIPMENT ey
POWER FILES 110,000 110,000
CUBICLES, TABLES, CHAIRS, DESKS 226,800 _ 220,000
FURNISHINGS, PICTURES, PLANTS, MATS 0 s o
SIGNS, DIRECTIONAL, MONUMENT (5000 | e 15,000
SIGNAGE u0000 | glo 20,000
PURBLIC WORKS SIGNS, TRAFFIC 0 N 9
AV DESIGN e 7 0 INCLUBED ABGYE
NETWORK EQUIPMENT & ENGINEERING 50,000 50,000
FIBER OPTIC. CABLE, COPPER LINE & TRENCH 115,600 115,000
TELEPHONES 36,000 36,000
FF & L SUBTOTAL
CONSTRUCTION —
BASE BID 14,122,000 14,122,000
ADD ALT BIDNO | FINISH COLKT ROOM #7 $320.000 o . 0
ADD ALT BIDNO 2 Break Room Party 527,000 0 " 0
ADD ALT BID NO 3A AV Equpment 181,000 f i 183,000
ADD ALT BID NGO 3 Bvidenge AV Equipment $34,000 0 i R 0
ADD ALT BN NG 4 "M St Img, & Lendscape §17,000 9 i e @
ADD ALT BIDNO S Smgle Ply Membrane Reofz oy £ | A (40.000)
ADD ALT BEDND 6 Fencmy & Motorized Gates $55,000 B Frw 8
ADD ALT BID NO 7 ALT FIIN {GeoPier) [REER ] {1§4 D)
ADD ALT BID NG 8 Metal Screen on Roofl $345.060 ] {
CHANGE ORDERNO | VALUE ENGINEERING (336 6] {746 O4%)
CHANGE ORDER NO2 STEEL BEAMS UNDER CR #7 0,000 50,000

Page tof 2




} Exhibit D-2
ICONTINGENCYAC 0 ) b gasoon B b 41600 B
CONSTRUCTION SUBTOTAL
TOTAL PROJECT COST
FUNDING BOURCES &
BEGINNING BALANCE Qct 17, 2001 éé 56,044 56,644
L7400/87997 $366,000  “iusuce Facility” M.F E 360,000 36,008
11400/87997 $227,31%  "Jushoe Feeduy™ D D'S ‘{g 227,319 27319
17A0D/87997  $65,000  "Justice Foaluy® CM_ & 65,000 65,600
1 74060/879%7 482,000 “Justice Famfny' CD'S k 482,608 481,008
Court Contmbution fowm | ocdl Resenue Resees 5"# 709,566 769,560
Courthouse Construction Funds Approx, H é 5,700,000 5,760,600
Net Bond Proceeds 1 L9 00000 9,100,000

’5 g@; Mf C}{} hf:"g i’;ihg

Page 2 of 2
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Exhibit £-1

fith State Funding

ew Proposed Justice Facility |
(Estimated $'s in Millions)

Total Project Costs ..o R PV U PP R RPTOPPRTP TP $19.7 m

e Merced County Superior Court — Existing Civil ASSESSMENTS- covviimeniin i $0.7 m
o State Capital Facilities FUNG... i niieseersmianmmesnnnis e ssnssassis s s e, £3.0m
o CoUrthouse ConStrUcton FUND . ..oouu e o rreteeremrrestmeriossninsicrsiesssss ternsnsisessissssasnnn asannes $6.9m
s Certificates of Participation — Net Proceeds...uvvein e o oo $9.1m
o Estimated Annual Debt Service (per attached 25 yr. scenario) $71G,000
o Resources Available for Debt Service
e Annual Courthouse Construction FUnds .c.ueviievcinsmiaeenn $400,000
= Civil Assessments per Govt, Code 78223....cvivcriirvmennsivennne $310,000

= Assumptions:
v Courthouse Construction Fund (CCFs) —

» Bxisting Fund — Includes deposits of Courthouse Construction Funds and
Criminal Justice Funds. The Criminal Justice Funds deposits are through
June 30, 2003.

¥ Future Revenues ~ Conservative estimated based on 5 year historical
average. This source has been historically unpredictable at the local level
due to the various changes In statutes and distribution of fines over the
years.

v il Assessments — Per Government Code Section 76223 and local agreement
with Merced County Superior Court.

v Protection against shortfall in resources — Bond documents require CCFs to be
used first towards debt service with the $310,000 from the focal court funding
the difference between the debt service payment and the CCFs. Bond
documents also require that any remaining amount from the $310, 000 be placed
into trust to cover any potential shortfall in future years.

v State Capital Facilities Fund — Amount necessary to complete facility and fund
the Valued Engineering ltems.




Exhibit E-2

/o State Funding

ew Proposed Justice Facil
(Estimated $'5 in Milfions)

TOtal PIOJECE COSES ovivievrmiivisinsninsssinsssiny s s s em a0 s b o s ra s s s n s na s e $16.7 m

Projected Financing Plan

s Merced County Superior Court — Existing Civil ASSESSIMENS~ .evereerrerrermeersrerersunsecinnns $0.7 m

o Courthouse COnstrUCHON FUNG. .o corercrcorscnmsrmsrresrasersssorascessressasisontsnrbaecsansnvas $6.9m

» Certificates of Participation — Net ProceedS. i imreraniinnnnicnennnnisinris s sernes 8.t m
o Estimated Annual Debt Service {(per attached 25 yr. scenario) $710,000

o Resources Availeble for Debt Service
»  Annual Courthouse Construction FURAS .ovcmrnerniresseeeens $400,060
s Civil Assessments per Govi. Code 76223, nmvisimrcniennennnnne. $330,000

s Assurnptions:
v Courlhouse Construction Fund (CCFs) -

» Existing Fund - Includes deposits of Courthouse Construction Funds and
Criminal Justice Funds. The Criminal Justice Funds deposits are through
June 30, 2003, '

» Future Revenues - Conservative estimated based on 5 year historical
average. This source has been historically unpredictable at the local level
due to the various thanges in statutes and distribution of fines over the
vears.

v Civil Assessments — Per Government Code Section 76223 and local agreement
with Merced County Superior Court,

v Protection against shonifall in resources - Bond documents require CCFs to be
used first towards debt service with the $310,000 from the local court funding
the difference between the debt service payment and the CCFs. Bond
documents also require that any remaining amount from the $310,000 be placed
into trust to cover any potential shortfall in future years.




California Government Code Section 76223



Ceverniment Code

76223 Notwithsianding any other provision of law, the following conditions
periain (o the construction of court fucilities in Merced County by the County of
Merced for any construction purskani o o writien agreement entered Do prior ©
Jamuary ], 2004 berween the board of supervisors and the presiding judge of the

superior court.

fa) Revenue received in Merced County from civil assessments for Failure to
Appear, pursuant to Section 1214.1 of the Penal Code, shall be available, in an
annual amount not to exceed the amownt agreed upon by the board of supervizors
and the presiding judge of the superior court, for the purpose of augmenting other
Junds made avaiteble jor consiruction.

(b} The presiding judge of the superior court may agree (o make available courr
Sfunds, up to a stated amount, other than funds received from the Trial Court Trust
Fund or oiher state sources, inthe Courthouse Consiruction Fund,

(¢} The ioral amounis deposited under subdivision (o) shall not exceed in any
Jiscal year the amount pavable on the consiruction cosis less (1) any amounts paid
by the courthouse construction fund and (2) any other amounts paid from other
sources excepl Jor any amountis paid pursuan! (o subdivision (b).

(d} The toral amounts deposited under subdivision (bj shall nor exceed in any
fiscal year the amount payable on the consiruction costs less (1) any amounts paid
by the courthouse construction fund, (2} any amownis paid pursuani to subdivision
(a) of this section, and (3} any other amounis paid from other sources except Jor

gy amounts paid pursuant 10 subdivision (B).

(e) If legislation is passed and becomes effective transferring the responsibility for
court facilities to the state, and the legislation permils the transfer of the bonded
indebiedness or other encumbrance on court facilities together with revenue
sources Jor payment of the bonded indebtedness or other encumbrance, the
revenue sources provided for by this seciion may also be iransferred to the sire.

) As used in this section, the costs of construction also includes the payment on
the bonded indebiedness or other encumbrance used (o finance the construction.
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NEW ISSUE - BOOK ENTRY ONLY RATINGS: S&P: “AAA” (Insured)

S&P: “A-" (Underlying Rating)

In the opinion of Orrick, Herringtor & Sutcliffe LLP, San Franeiseo, Colifornia, Special Counsel, based upon an analysis of exisiing lows, regulations, rulings and court decisions, and

assIning, among efhar mariers, the wccuracy of ceriain represemiations owd compliance with ceriain covenanis, inferesi evidenced by fhe Series 2005 Cersificates is excluded from gross income for

Jederal income tax purposes under Section 103 of the Internal Reverue Code of 1986 and is exempt from State of Califoraia personal income taxes. In the further opinion of Special Counsel, interest

evidenced by the Series 2005 Certificates Is not @ specific prefevence item for pwposes of the federal individual or corporate alternative minitmm taxes, although Specal Counsel abserves that such

interest is Included in adjusted currem carnings when calculaiing corporate alteriative minimum taxable income. Speciol Counsel expresses no opinion regarding any olher Iax Consequences
related to the ownership of, or acorual or recelpt af interest evidenced by. the Series 2005 Certificares. See “Fax Morers” hereln,

$16,200,000
A COUNTY OF MERCED, CALIFORNIA
M E'RCEQ :.é«_ CERTIFICATES OF PARTICIPATION, SERIES 2005
oo bty T et e e {County Courthouse Project)
CQoUNTY Evidencing and Representing Fractional Undivided Interests of the Owners

Thereof in Base Rental Payments {0 be Made by the
County of Merced to the Merced County Public Facilities Corporation

Bated Date: Date of Delivery Due Date: June 1, as shown below

Fhe County of Merced (the “County™ Certificates of Participation, Series 2005 (County Courthouse Project) (the “Sexies 2005 Certificates”) are being executed and delivered to
provide funds (i) to finance the acquisition, design, construction and financing of a courthouse to be located within the County {the “Project”™), (ii) to fund the Certificate Rescrve Fund,
and (Hi} to pay certain costs of issuance ineurred in connection with the Series 2005 Certificates. See “Estimated Application of Certificate Procesds” herein.

Interest represented by the Series 2005 Centificates will be payable semiannually each June | and December 1, commencing on December 1, 2005, See “The Series 2005
Centificates” herein. The Series 2005 Certificales will be executed and delivered in book-entry form only and, when delivered, wili be registered in the name of Cede & Co,, 48 nominee
of The Dupository Trust Company, New York, New York (“DTC™), which will act as securities depository for the Series 2005 Certificates. Individual purchases of the Series 2005
Ceriificates will be made in bock-entry form only. Purchasers of the Series 2005 Certificates will not receive certificates representing their ownership interests in the Series 2005
Certificates purchased. The Series 2005 Certificates will be issuable in the principal amount of $5,000 and any integral muitiple thergof. Principal and interest payments represenied by
the Series 2005 Certificates arépayable directly to DTC by The Bank of New York Trust Company, N.A., as trustee (the “Trustee”}, from Basc Rental Payments {as defined herein).
Upen receipt of payments of principal and interest, DTC will in turn distribute such payments to the beneficial owners of the Series 2005 Certificates. See “Introduction - Book-Entry
System™ herein and Appendix 2 - “Book-Enitry System” attached hereto,

The Series 2005 Certificates are subject to prepayment prior 1o maturity, as described hercin. See “The Series 2005 Centificates ~ Prepayment” herein,

Pursuant to the Facilities Sublease, dated as of June |, 2005 (the “Sublease™), by and between the County and Merced County Public Facilities Corporation (the "Corporation”),
the County will make Base Rental Payments from amounts on deposit in the Courthouse Construction Fund (the “Courthouse Construction Fund™). The County covesants in the
Subiease to apply emounts on deposit in the Courthouse Construction Civil Assessments Fund {the “Courthouse Construction Civil Assessments Fund™) solely to the payment of Base
Rental Payments in the event of an insufficiency of amounts on deposit in the Courthouse Construction Fund, The County also covenants in the Sublease that, as long as the Facilities,
as defined in the Sublease, are available for the County’s use and possession, it will take such action s may be necessary to include all Base Rental Payments and Additional Payments
provided for therein (if and to the extent that the amounts on deposis in the Courthouse Construction Fund and the Courthouse Construciion Civil Assessments Fund are not sufficient to
pay the Basc Rental Payments for any Rentai Period) in its annual budgets, and it will make the necessary appropriations for sach payments, except to the exent such payments are
abated {n aceordance with the Sublease. The County’s obligation to make Base Rentzl Payments s subject to abatersent in the event of damage or destruction te, or condemnation of or
title defects fo, the Facilities or a portion thereof. See “Security and Sources of Payment for the Series 2005 Certificates - Abatement” herein. o

Payment of the principal of and inlerest represented by the Series 2005 Certificates when due will be insured by a financial guaranty insurance policy 10 be issued by Ambac
Assurance Coproration sitmiltaneously with the delivery of the Serics 2005 Certificates. See “Centificate Insurance™ herein and Appendix F - “Specimen Financial Guaranty Insurance

Policy” anached hereio.
Ambac

THE OBLIGATION OF THE COUNTY TO MAKE BASE RENTAL PAYMENTS AND TO PAY ADDITIONAL PAYMENTS UNDER THE SUBLEASE DOES NOTF
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. NEFTHER THE SERIES 2005 CERTIFICATES NOR THE OBLIGATION OF THE COUNTY TC
MAKE BASE RENTAL PAYMENTS OR TO PAY ADDITIONAL PAYMENTS UNDER THE SUBLEASE CONSTITUTES AN INDEBTEDNESS OF THE COUNTY, THE
STATE OF CALIFORNIA OR ANY OF T8 POLITICAL SUBDI{VISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR
RESTRICTION. .

This cover page eontains information for quick reference only. It is net a summary of this fssue. Potential purchasers must read the entire Offlcia) Statement to obisin
infermation essential to making ag informed investment deeision.

The following firm served as financial advisor to the County.

KRolling, Nerthcross f Nobriga
A TSN OF

ZIOMS FARST HATIONAL RANK
Maturity Schedule
$7,285,000 Serial Certificates
Base CUSIP No. 587657

Matusity Principal Interest Price or Maturity Principal Interest Price or

(June 1} Amount Rate Yield CUSIP No, (June 1) Amount Rate Yield CUSIP No
2006 $255,000 3.60% 2.63% DD 2016 $360,000 3.75% 1G0 DP9
2007 270,000 3.60 2.75 DE4 2017 370,000 3.80 3.85 DG7
2008 275,000 3.00 2.85 DF} 2018 383,000 4.06 100 DR5
2000 285,000 300 295 DGY 2019 490,000 4,06 4,05 DE3
2019 295,000 325 3106 DH7 2026 415,000 4,125 100 DT1
261 305,000 323 3.20 D13 2021 435,000 4,20 100 DUR
2012 310,000 3.30 100 DKG 2022 450,600 4.23 1060 DVe
2613 325,000 3.40 100 DLE 2023 470,600 4,25 100 DW4
2014 335,000 3.50 100 DME 2024 490,000 4.30 100 DX2
2015 345,000 3.60 3.65 DN4 2025 510,000 4,30 100 DYH

$1,095,000 4.35% Term Certificates due June 1, 2027 Priced to Yield 100% — CUSIP No: 587657EA]
$1,820,000 4.375% Term Certificates due June 1, 2030 Priced to Yield 100% — CUSIP No,: 587657EDS

The Series 2005 Cenlificales will be offered when, as and if executed and delivered, and received by the Underwriter, subject to the approval as to validity by Onrick,
Herrington & Sulcliffe LLP, San Francisco, Califoraia, Special Counsel, and certain other conditions. Certain legal matlers will be passed upon for the County by its
Disclosure Counsel, Hawkins Delafield & Wood LLP, Los Angeles, California, and for the County by the County Counsel. Tt is anticipated that the Series 2605 Certificates
in definitive form will be available for defivery to DTC in New York, New York, on or abeut June 7, 2005,

Dated: May 24, 2005

=
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APPENDIX 3: ANALYSIS OF COUNTY REPORTED BALANCES AT May 11, 2010

County Funds Used to Track the Funding Sources and Expenditures Related to the Construction of the Courthouse

Descriptions

Courthouse
Construction Fund
(Fund 2451)

Superior Court Debt
Service Fund
(Fund 2482)

Debt Service -
Justice Facility
(Fund 1802)

Capital Projects
Fund
(Fund 1812)

2005 COP
Certificate Reserve
Fund
and
County Trust Fund
2466

Total
(AtoE)

Part A: Per Information Provided

A

C

D

E

F

Per County Submitted Transaction Analysis Reports,
Balance at May 11, 2010

$ 790,510

$ 1,077,224

$ 176,429

3,651

$ -

2,047,814

Per CAFR - Balance at June 30, 2009

766,637

766,637

Additional Information from County - County Trust Fund
2466

15,394

15,394

Total Balance - Part A

$ 790,510

$ 1,077,224

176,429

3,651

$ 782,031

2,829,845

Part B: Analysis to Arrive at County Reported Balance at May 11, 2010:

Beginning balance: CCF a July 1, 2003/ SuperTor Court
Debt Service and the Debt Service Justice Facility Fund
Balance at July 1, 2005/Capital Projects Fund Balance at
July 1, 2003

5,498,540

268,443

5,766,983

CCF revenues including Interest and miscellaneous
revenues:
2003/2004 to 2004/2005

1,108,859

1,108,859

2005/2006 to 2008/2009

2,402,845

2,402,845

July 1, 2009 to May 11, 2010

370,269

370,269

Funding Sources - see Section IV.E for Table G detail -
exclude beginning balance at 7/20030f $268,443

19,522,354

19,522,354

Civil assessment funds contributed by the Court -
2005/2006 to 2008/2009 ($310,000/year x 4 years) - see
next line below for transfers between funds.

1,240,000

1,240,000

Transfers to/ from:

Transfers for the Court's civil assessments funds that were
used in error to support the COP debt service payments -
2005/2006 to 2008/2009.

($310,000 per year x 4 years = $1,240,000 less $261,761
needed for COP debt service payments - $196 minor
adjustments = $1,008,043)

See Section V.B - Courthouse Construction Fund.

(1,008,043)

1,008,043

Transfers for the interest and investment revenue related to
the Court's civil assessment funds

(60,237)

60,237

Transfers for the interest and investment revenue related to
the Court's civil assessments funds

7,701

Transfers for construction expenditures - 2003/2004 to
2008/2009

(5,672,867)

(5,672,867)

Transfers for construction expenditures - July 1, 2009 to
May 11, 2010

(80,200)

(160,400)

Transfers - miscellaneous

5,557

(5.557)

Transfers for COP debt service payments - 2005/2006 to
2008/2009

(1,400,358)

1,400,358

Transfers for COP debt service payments - July 1, 2009 to
May 11, 2010

(370,269)

370,269

Expenditures:

COP debt service payments - 2005/2006 to 2008/2009

(2,635,640)

(2,635,640

COP debt service payments - July 1, 2009 to May 11, 2010

(184,314)

(184,314)

Construction expenditures charged to the fund

(19,706,946)

(19,706,946)

Miscellaneous/Interest Revenue (other expenditures -
county admin charges)

(3,586)

6,800

(6,543)

(3,329)

Balance:

Per County Comprehensive Annual Financial Report
(CAFR) and County Trust Fund 2466

782,031

782,031

Balance per Analysis, May 11, 2010 - Part B

790,510

1,077,224

176,429

3,651

2,047,814

Total Balance - PartB

$ 790,510

$ 1,077,224

176,429

3,651

$ 782,031

$

2,829,845
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Appendix 4

Analysis of Funds Availableto Support the 2005 COP Debt Service Payments

Table A: Summary - Analysis of Funds Availableto Support the 2005 COP Debt Service Payments (See Table B for

detail)
; cop
From SJEeSrtilgr]aé%(:th Sz @
Esti mated R ) Esti mated Reserve Fund
Table Debt Service ! COP
Bessrigian Courthouse Fund Debt Service Sub-tota ($26,000 Total Princiva
Construction $310,000/ Justice Facility (A,B,C) estimated (D+E) Ba p*
Fund ( BSOS Fund annual ance
Row from the .
investment
Court) revenue)
A B C D E F

Baance & May 11, 2010 per County

submitted transaction anaysis report

(Includes July 1, 2009 thru May 11,
1 2010 transactions) $790,510 $1,077,224 $176,429 $2,044,163 $2,044,163

Baance a June 30, 2009 - per County
2 CAFR $766,637 766,637

Excess Congtruction Funds residing in
4 the CCF (766,000) (766,000)

Allocation of the estimated excess

construction funds of $766,000

currently residing inthe CCF - % based

on funding sources in the Construction

MOU: CCF (include COP) 81.01%,
5 SCFCF 15.40% and Court 3.59% 620,537 620,537

Allocation of the estimated excess

construction funds of $36,000 currently

residing in the other County funds and
6 the AOC - % same as above 29,164 29,164
13 Estimated Balance a June 30, 2010 445323 1,387,224 1,832,547 792,637 2,625,184 8,820,000
19 Estimated Balance a June 30, 2011 348480 1,757,985 2,106,465 818,637 2,925,102 8,515,000
25 Estimated Balance a June 30, 2012 256,549 2,130,921 2,387,470 844,637 3,232,107 8,205,000
31 Estimated Balance a June 30, 2013 159,848 2,506,110 2,665,958 870,637 3,536,595 7,880,000
37 Estimated Ba ance a June 30, 2014 64,197 2,883,633 2,947,830 896,637 3,844,467 7,545,000
43 Estimated Ba ance a June 30, 2015 3,233,844 3,233,844 922,637 4,156,481 7,200,000
49 Estimated Ba ance a June 30, 2016 - 3,519,782 3,519,782 948,637 4,468,419 6,840,000

Assumptionsto the Analysis:

* From the COP debt payment schedule.

Allocation of Esimated Excess Congruction Funds. The Courthouse Congruction Fund (CCF)

isallocated 81.01% of thetota estimated excess congruction funds totaling $802,000 ($766,000 -
currently resding in the CCF and $36,000 - currently resding in other county funds and with the
AOC). The percentage was based on the percentage of funding received from the CCF (34.91%)

and the COP net proceeds as specified in the 2005 Congruction MOU (46.10%). (See Section
IV.A CCF, Table C, Option # 1).

o Interpretation of Section 3.06 of the Facilities Sublease Agreement - which provided that the
amount on deposit in the CCF shall be applied solely for payment of the costs of the courthouse
congtruction project or for the payment of the base rental payments (meaning the COP debt
service payments) and to the extent that the amounts on depositsin the CCF are not sufficient to
pay the base rental paymentsfor any renta period, such rentd payments shall be paid by the
County .. from amounts on deposit in the Courthouse Congtruction Civil Assessment Fund. This




isinterpreted to mean that as long asthereis money on deposit in the CCF, the CCF isto be used
firg initsentirety before transfer is made from the Court’ s civil assessment funds. At June 30,
2010, after the excess congruction funds have been dlocated to the CCF, the CCF reported an
egtimated balance of $445,323 — which isavailable to support the COP debt service payments.
Average annual CCF revenue of $569,000 was calculated based on the annual total CCF revenue
including interest and investment revenue for the past five fiscal years— 2005/2006 to 2009/2010.
Average annual interest revenue on the $310,000 civil assessment funds received per year from
the Court was calculated based on the average interest rate all ocated to the Superior Court Service
Fund from 2006 to 2009.

Average annual interest and investment revenue of $26,000 that was all ocated to the 2005 COP
certificate reserve fund was cal culated based on the average revenue earned from 2005/2006 to
2008/2009.

Based on the information available and the assumptions made, it appearsthat:

The CCF has money on deposit to fully (100%) support the COP debt service payments until the
fiscal year ended June 30, 2014 when the CCF ending balanceis estimated at $64,197. (See
Table A, row 37 and Table B, row 37)

Beginning in fisca year 2014/2015, the Court’ s civil assessment funds currently residing inthe
Superior Court Debt Service Fund will be utilized to support the debt service payments. The
edtimated court’ s civil assessment funds that would be utilized are asfollows:

0 Fiscal Year ended June 30, 2015 $29,729 (See Table B, row 42)
0 Fiscal Year ended June 30, 2016 $96,506 (See Table B, row 48)

After the two transfers above to support the debt service payments, the Superior Court Debt
Service Fund reported a balance a June 30, 2016 of $3.5 million.

Starting in fiscal year 2015/2016 and going forward, with the beginning CCF ba ance estimated at
zero, presuming that the average annual CCF revenuesis approximately $569,000, it appears that
$97,000 would be needed from the Superior Court Debt Service Fund to support the COP debt
service payments.

At June 30, 2016, there appears to be an estimated $4.5 million to support the $6.8 million
principal balance due on the 2005 COP debt service payments. (See Table B for detail).

Estimated Balance at
Sour ce of Funds June 30, 2016
Superior Court Debt Service Funds $3,519,782
The COP Certificate Reserve Fund* 948,637
Tota Available Funds (Row A) 4,468,419
The COP Principal Balance (Row B) 6,840,000
Balance - Debt Payment (Row A -B) $(2,371,581)

*Per County, the reserve fund is normally used to pay off the debt early.



The $10.2 million Series 2005 COP documents referred to the Courthouse Construction
Civil Assessments Fund in numerous instances. The County named this fund the
“Superior Court Debt Service Fund.”

The Facilities Sublease agreement (an essential component of the COP financing
arrangement) between the County and the Merced County Public Facilities Corporation
specifically referred to the“Trial Court Facilities Agreement dated December 24, 2003.”
This agreement documented the Court’ sannual commitment of $310,000 civil
assessment funds to augment the funds available for construction of court facilities. This
agreement was referenced as Exhibit C in the 2005 Consgtruction MOU.



Table B: Analysis of Funds Available to Support the 2005 COP Debt Service Payments (Detail)

Certificate
Reserve
Fund
Row (526,000
Estimated Estimated Estimated estimated
Courthouse Superior Debt Service annual cop
Construction Court Debt Justice Facility Sub-total investment Total Principal
Description Fund Service Fund Fund (A, B, C) revenue) (D +E) Balance
A B C D E F

Balance at May 11, 2010 per County submitted
1 transaction analysis report (include July 1 to May

11, 2010 transactions) S 790,510 | S 1,077,224 | S 176,429 S 2,044,163 - S 2,044,163
2 Balance at June 30, 2009 - per County CAFR - - - $766,637 766,637
3 Estimated Excess Construction Funds:
4 Excess Construction Funds residing in the CCF (766,000) - - (766,000)

Allocation of the estimated excess construction

funds of $766,000 currently residing in the CCF - %
5 based on funding sources in the Construction

MOU: CCF (include COP) 81.01%, SCFCF 15.40%

land Court 3.59% 620,537 - - 620,537

Allocation of the estimated excess construction
6 funds of $36,000 currently residing in the other

ICounty funds and the AOC - % same as above 29,164 - - 29,164

Transactions after May 12, 2010 to June 30, 2010 :

Court's civil assessment contribution for
7 2009/2010 - 310,000 - 310,000
8 Estimated CCF revenues for May and June 2010 74,000 - - 74,000

Estimated CCF revenue transferred to support COP
9 debt service payments (74,000) - 74,000 -

Second COP payment for 2009/2010 (due June
10  010) - - (479,316) (479,316)




Certificate
Reserve
Fund
($26,000
Row estimated
Courthouse Superior Debt Service annual cop
Construction Court Debt Justice Facility Sub-total investment Total Principal
Description Fund Service Fund Fund (A, B, C) revenue) (D +E) Balance
11 Subtotal 674,210 1,387,224 (228,887) 1,832,547
12 Transfer from the CCF to support debt payments (228,887) 228,887 -
13 Estimated Balance at June 30, 2010 445,323 1,387,224 - 1,832,547 792,637 2,625,184 S 8,820,000
2010/2011 Transactions

Estimated average annual CCF revenues for CCF /
14 Interest and Investment Revenue for Superior

ICourt Debt Service Fund 569,000 60,761 - 629,761
15 Court's civil assessment contribution - 310,000 - 310,000

COP debt service payments - include the annual
16 51,800 charge by the County - - (665,843) (665,843)
17 Subtotal 1,014,323 1,757,985 (665,843) 2,106,465
18 Transfer from the CCF to support debt payments (665,843) 665,843 -
19 Estimated Balance at June 30, 2011 348,480 1,757,985 - 2,106,465 818,637 2,925,102 8,515,000

2011/2012Transactions

Estimated average annual CCF revenues for CCF /
20 Interest and Investment Revenue for Superior

ICourt Debt Service Fund 569,000 62,936 - 631,936
21 Court's civil assessment contribution - 310,000 - 310,000

ICOP debt service payments - include the annual
22 141,800 charge by the County ; ; (660,931) (660,931)
23 Subtotal 917,480 2,130,921 (660,931) 2,387,470




Certificate
Reserve
Fund
($26,000
Row estimated
Courthouse Superior Debt Service annual cop
Construction Court Debt Justice Facility Sub-total investment Total Principal
Description Fund Service Fund Fund (A, B, C) revenue) (D +E) Balance
24 Transfer from the CCF to support debt payments (660,931) - 660,931 -
25 Estimated Balance at June 30, 2012 256,549 2,130,921 - 2,387,470 844,637 3,232,107 8,205,000
2012/2013 Transactions

Estimated average annual CCF revenues for CCF /
26 Interest and Investment Revenue for Superior

ICourt Debt Service Fund 569,000 65,189 - 634,189
27 ICourt's civil assessment contribution - 310,000 - 310,000

ICOP debt service payments - include the annual
28 11,800 charge by the County - - (665,701) (665,701)
29 Subtotal 825,549 2,506,110 (665,701) 2,665,958
30 Transfer from the CCF to support debt payments (665,701) 665,701 -
31 Estimated Balance at June 30, 2013 159,848 2,506,110 - 2,665,958 870,637 3,536,595 7,880,000

2013/2014 Transactions

Estimated average annual CCF revenues for CCF /
32 Interest and Investment Revenue for Superior

ICourt Debt Service Fund 569,000 67,523 - 636,523
33 Court's civil assessment contribution - 310,000 - 310,000

COP debt service payments - include the annual
34 51,800 charge by the County - - (664,651) (664,651)
35 Subtotal 728,848 2,883,633 (664,651) 2,947,830
36 Transfer from the CCF to support debt payments (664,651) - 664,651 -
37 Estimated Balance at June 30, 2014 64,197 2,883,633 - 2,947,830 896,637 3,844,467 7,545,000




Certificate
Reserve
Fund
($26,000
Row estimated
Courthouse Superior Debt Service annual cop
Construction Court Debt Justice Facility Sub-total investment Total Principal
Description Fund Service Fund Fund (A, B, C) revenue) (D +E) Balance
2014/2015 Transactions

Estimated average annual CCF revenues for CCF /
38 Interest and Investment Revenue for Superior

ICourt Debt Service Fund 569,000 69,940 - 638,940
39 ICourt's civil assessment contribution - 310,000 - 310,000

ICOP debt service payments - include the annual
40 61,800 charge by the County ; ; (662,926) (662,926)
41 Subtotal 633,197 3,263,573 (662,926) 3,233,844
42 Transfer from the CCF to support debt payments (633,197) (29,729) 662,926 -
43 Estimated Balance at June 30, 2015 - 3,233,844 - 3,233,844 922,637 4,156,481 7,200,000

2015/2016 Transactions

Estimated average annual CCF revenues for CCF

44 /Interest and Investment Revenue for Superior
Court Debt Service Fund 569,000 72,444 - 641,444

45 Court's civil assessment contribution - 310,000 - 310,000

COP debt service payments - include the
46

annual$1,800 charge by the County - - (665,506) (665,506)

47 Subtotal 569,000 3,616,288 (665,506) 3,519,782
48 Transfer from the CCF to support debt payments (569,000) (96,506) 665,506 -
49 Estimated Balance at June 30, 2016 S - S 3,519,782 | S - S 3,519,782 $948,637 | S 4,468,419 S 6,840,000




APPENDIX 5
County Submitted Transaction Analysis Reports
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VI. COURT’S RESPONSE TO REPORT



JOHN D. KIRIHARA, Presiding Judge
BRIAN L. MCCABE, Assistant Presiding Judge

SUPERIOR COURT OF CALIFORNiA CAROL ASH Judgs

COUNTY OF MERCED HUGH M. FLANAGAN, Judge
WMARC A GARCIA, Jusidge
RONALD W. HANSEN, Judge

SUPERIOR COURTS BUILDING DONALD . PROIET, Judge
627 W. 21°" STREET GERALD W, CORMAN, Commiseioner
MERCED, CALIFORNIA 95340 HARRY L. JACGBS, Commissioner

KATHLEEN GOETSCH, Court Executive Officer

MERCED SUPERIGR COURT
{209) 725-4100

Date: August 9, 2010

To: John A. Judnick
Senior Manager
Internal Audit Services
Administrative Office of the Courts

From: Kathleen Goetsch
Court Executive Officer
Superior Court of California
County of Merced

Re:  Court Response to Limited Review of the New Downtown Courthouse
Construction Costs and Other Related Matters

Our Court is very appreciative of the work of the AOC Internal Audit (IAS) department
for this thorough and complete review. The document sorts out the various funds and
the broader issues and gives the Court an excellent base going forward. While it would
have been better if the interest funds discovered had been available for the New
Courthouse project, we are pleased that the funds are now properly accounted for and
available for future bond payments. Also, once our County completely analyzed the
issues raised, they were cooperative and thorough in their response and we appreciate
their work not only on this review, but in implementing the needed changes to the various
accounting matters.

Our Court has previously provided to Internal Audit Services its responses to the specific
recommendations made resulting from the review. Please refer to the review report for
Court’s specific responses.

Cc:  Hon John Kirihara
Presiding Judge
Superior Court of California
County of Merced
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