CITY OF SANTA CLARITA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the year ended June 30, 2006

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the Statement of Activities are
different because:

Governmental funds report capital outlays as expenditures. However, in the Statement
of Activities, the cost of those assets is allocated over their estimated useful lives as
depreciation expense. This is the amount by which capitalizable capital outlays
($49,080,292) exceeded depreciation ($3,289,789) in the current period:

The contribution of governmental capital assets to the Transit Enterprise fund is not
reported in the governmental funds because there has been no flow of current financial
resources. In the Statement-of Activities, both sides of this transaction are reported
as transfers:

Donations of capital assets increase net assets in the Statement of Activities, but do
not appear in the governmental funds because they are not financial resources:

The issuance of long term debt provides current financial resources to governmental funds,
while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has any effect on net
assets. Also, governmental funds report the effect of issuance costs, premiums, and
similar items when the debt is first issued, whereas these amounts are deferred and
amortized in the Statement of Net Activities. These amounts are the net effect of these
differences in the treatment of long-term debt and related items:

Issuance of refunding bonds $(17,700,000)
Bond issuance costs 399,267
Principal payments 1,367,359
Payment to escrow agent for refunding 17,979,868
Capital leases (54,845)

‘Some expenses reported in the Statement of Activities do not require the use of current
financial resources and, therefore, are not reported as expenditures in governmental

funds.
Compensated absences $  (192,606)
Accrued interest 76,755
Amortization of loan issuance costs 23,055

Revenues in the Statement of Activities that do not provide current financial resources
are not reported as revenues in the governmental funds. Conversely, collection of
these revenues are reported in the governmental funds, but not in the Statement of
Activities since they have been recognized in previous years.

Internal service funds are used by management to charge the costs of self-insurance and
capital replacements to individual funds. The net revenue of internal service funds is

reported with governmental activities.

Change in net assets of governmental activities

See independent auditors' report and notes to basic financial statements.
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$ 25,725,222

45,790,503

(3,635,691)

10,574,163

1,991,649

(92,796)

(3,462,379)

1,678,443

$ 78,569,114





