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From: J Hunter <jehunter51@msn.com>
Sent: Friday, February 05, 2016 7:58 PM
To: msoubirous@rivesideca.gov; Perry, Jim; Burnard, John
Cc: russ.hissom@bakertilly.com; Balachandran, Girish
Subject: [External]  Re: REPORT ON THE EXAMINATION OF NORTHSIDE PROPERTY 

TRANSACTIONS TO BE PRESENTED BY AUDITORS, BAKER TILLY VIRCHOW KRAUSE, LLP
Attachments: Scott-Coe 10_04_14.pdf; Report of Northside Property Transactions.pdf; Northside 

Property-FAQs.pdf

Follow Up Flag: Flag for follow up
Flag Status: Flagged

 
Chairman Soubirous,  
 
I was informed at the Board of Public Utilities this morning that the auditor's report on the Northside 
Properties transactions will be coming before the Finance Committee next for review. 
 
I have attached the auditor's report, my letter of 16 months ago questioning the appropriateness of some of 
the transaction, and a recent FAQ released by our utility department. 
 
I find two major faults: one with the auditors report itself, and one with the answers presented in the 
FAQs.  These need further discussion that was lacking at today's Board meeting. 
 
Fault 1: the auditor's report does not mention that when the General Fund transferred the Pellisier Ranch 
property back to the Water Fund in 2009, no independent appraisal was obtained.  In fact, the consultant's 
report reads, "Appraisals were provided for Pellisier Ranch, Ab Brown and Reid Park properties."  This is 
a terrible misleading statement as the only appraisal for the property was conducted in preparation for the 
2005 initial sale to the General Fund.  We all know what happened to the commercial real estate market 
between 2005 and 2009 in California.  The Water Fund was ripped off by the General Fund here and everyone 
knows it...where is the accountability? 
 
The consultant, Baker Tilly, as can be seen in the email below, was made aware of this fact but did not change 
their report despite having over a week to do so.  I now have serious concerns regarding their credibility over 
the remaining audits they will conduct of RPU.  If an auditor has integrity issues, they are useless to the public.
 
Fault #2: Allow me to provide for you this answer from RPU to the following question:  
 
Did the transfer of the Riverside Golf Course and Reid Park from Water Utility to Electric  
Utility violate City Charter Section 1204? 
"No. This section of the Charter provides broad categories for the use of utility revenues. One such category is 
for operation and maintenance of the utility. Operation and maintenance of the utility includes construction of 
new utility infrastructure and facilities, some of which is paid for by the issuance of bonds. A better bond 
rating means that the utility’s cost of borrowing money is greatly decreased, resulting in financial savings for 
the ratepayer. RPU, with Board approval, undertakes financial planning to increase the rating of its bonds by 
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the three bond rating agencies currently rating RPU’s debt. These rating agencies evaluate a number of factors 
in assigning ratings to the each utility, including diversification of investments and cash on hand. The Board 
approved the transfers between the Water Utility and the Electric Utility “to improve the overall financial 
positions [of each utility], and to help maintain the high credit ratings, of both Utilities.” Both utilities currently 
have excellent ratings, and the Water Utility’s rating was upgraded from AA+ to AAA, the highest rating, by 
Standard and Poor’s subsequent to these 2011 property transfers." 
 
This answer is so pathetic it actually made me laugh.  Section 1204 does not allow for cross‐subsidization of 
our utilities.  It reads in relevant part, "The revenue of each public utility for each fiscal year shall be kept 
separate and apart from all other moneys of the City by deposit in the appropriate revenue fund and shall be 
used for the purposes and in the order as follows". 
 
The Electric Fund cannot buy the Water Fund assets so as to strengthen the Water Fund's balance sheet so as 
to strengthen the Water Fund's credit rating.  The Electric Fund must buy property which serves an electric 
need.  Violating the Charter to even accomplish this is tantamount to committing bond fraud.  Where is the 
accountability for putting the City at risk of this exposure?  Reid Park, Ab Brown, and the former Golf Course 
need to be transferred back to the Water Fund immediately. 
 
Sincerely, 
Jason Hunter 
p.s. How many scandals do we need to uncover over at RPU before there is a change within executive 
management?  Why does the Board fail to properly oversee RPU, instead allowing these bombs to be dropped 
at the feet of the Council? 
 

From: J Hunter <jehunter51@msn.com> 
Sent: Tuesday, January 26, 2016 3:49 PM 
To: russ.hissom@bakertilly.com 
Cc: cmacarthur@riversideca.gov; msoubirous@rivesideca.gov 
Subject: REPORT ON THE EXAMINATION OF NORTHSIDE PROPERTY TRANSACTIONS TO BE PRESENTED BY AUDITORS, 
BAKER TILLY VIRCHOW KRAUSE, LLP  
  
Mr. Hissom, 
 
I glanced at the report you'll be presenting before the Riverside Board of Public Utilities in a few weeks.  I have 
attached the letter I sent to the Chairman of that body 15 months ago that I imagine, in some part, led to your 
firm being hired to review the Northside properties transactions. 
 
I have two primary concerns: 
1) For the AB Brown soccer complex, Reid Park, and former Riverside Golf Course properties:  you do not 
address my concerns that these transactions violated our City Charter and/or State law as detailed in my 
letter. 
2) For the Pellisier transactions: you do not list the lack of any form of a timely appraisal being 
conducted when the property was returned to the water fund in 2009.  Given the dramatic difference in the 
California real estate market between 2005 and 2009, I find your omission of this fact quite alarming. 
 
Until the above concerns are addressed satisfactorily, I would suggest delaying your presentation to the Board 
of Public Utilities.  I have cc:ed the Councilmembers in charge of our Utility Services/Land Use/Energy 
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Development and Finance Committees to this email.  I am available to discuss these matters should you 
desire. 
 
Sincerely, 
Jason Hunter 
c. 202‐321‐2630 
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INDEPENDENT ACCOUNTANTS’ REPORT 

To the City Council of  
City of Riverside 
Riverside, California 

We have examined management's assertion that the Northside property transactions, identified as Pellisier 
Ranch, Ab Brown, Reid Park and the Golf Course, have been recorded in accordance with Generally Accepted 
Accounting Principles, the property transfers were properly approved by the City Council, the purchase price 
paid for the property was appropriately supported, title remained with the City, and the transfers were 
completed within the City’s approved policies. The City of Riverside management is responsible for the 
assertion. Our responsibility is to express an opinion based on our examination.  

Our examination was conducted in accordance with attestation standards established by the American Institute 
of Certified Public Accountants and, accordingly, included examining, on a test basis, evidence supporting 
management's assertion and performing such other procedures as we considered necessary in the 
circumstances. We believe that our examination provides a reasonable basis for our opinion.  

In our opinion, management's assertion referred to above presents, in all material respects, the Northside 
property transactions based on Generally Accepted Accounting Principles and the criteria noted above.  

Our examination was conducted for the purpose of forming an opinion on management’s assertion referred to 
above. The supplemental information is presented for purposes of additional analysis and is not a required part 
of management’s assertion. Such information is the responsibility of management and was derived from and 
relates directly to management’s assertion referred to above. The information has been subjected to the 
examination procedures applied in the examination of management’s assertion referred to above and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare management’s assertion, and other additional procedures in 
accordance with attestation standards established by the American Institute of Certified Public Accountants. In 
our opinion, the information is fairly stated in all material respects in relation to management’s assertion referred 
to above. 

This report is intended solely for the information and use of the management and City Council of the City of 
Riverside and is not intended to be and should not be used by anyone other than these specified parties.  

Madison, Wisconsin 
January 12, 2016 

Baker Tilly Virchow Krause, LLP 
Ten Terrace Ct, PO Box 7398 
Madison, WI 53707-7398 
tel 608 249 6622 
fax 608 249 8532 
bakertilly.com 
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Executive Summary 

Baker Tilly was engaged to review and give an opinion as to whether the City’s Northside property 
transfers have been recorded in accordance with Generally Accepted Accounting Principles, the property 
transfers were properly approved by the City Council, the purchase price paid for the property was 
appropriately supported, title remained with the City, and the transfers were completed within the City’s 
approved policies. We reviewed the transactions and gave an opinion in this report that the City’s 
Northside property transfers were properly recorded under GAAP, the property transfers were approved 
by the City Council, the purchase price was appropriately supported, the title remained with the City and 
the transfers were completed within the City’s approved policies. 

This section of our report includes several findings for consideration by the City and also a discussion on 
best practices followed for the recording of similar transactions.

Findings, Recommendations, and Management’s Responses

While we give an opinion in this report that the Northside property transfers were properly recorded under 
GAAP, we have several findings and recommendations for management’s consideration: 

Finding Recommendation
1. During discussions with management and review of 

council minutes, it appeared the AB Brown and Reid 
Park / Golf Course properties included water wells and 
other land associated with water property. It was 
unclear based on review of the detailed fixed asset 
listings if the land specific to the water fund was 
retained in that fund. 

We recommend the City review its 
detailed fixed asset listings to ensure 
the specific property is recorded in the 
correct fund. 

Management’s response: 

Management agrees with this recommendation when the value of the property is material.  These parcels 
were acquired many decades ago, and are carried at a book value reflecting the purchase prices paid at 
that time.  As a result, the value of the small portions of the properties’ value that relate to water wells, 
water rights, and easements is deemed to be immaterial.  These portions of the property were 
documented in the maps presented to the Board and City Council at the time of the transfer, and at such 
time as the properties are sold to third parties appropriate parcel maps will be recorded that clearly 
illustrate the property retained by the Utility with title remaining with the City for the benefit of the Utility. 

Additionally, recognizing that in the future similar immaterially-valued assets may be retained at the time 
of sales or transfers, the City will include a statement in the related Board/City Council report and/or 
resolution that acknowledges that the utility will retain ownership of all wells, water rights, and easements. 
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Findings, Recommendations and Management’s Response (cont.)

Finding Recommendation
2. During review of the transactions, we noted one 

instance when an independent appraisal was not 
performed. For the golf course property the City 
prepared a comparable property listing based on the 
best information on hand to determine a reasonable 
estimate of the fair market value of the property. 

We recommend the City obtain an 
appraisal from an independent source 
for any property transfers, when 
possible. 

Management’s response: 

Management agrees with the recommendation. The City follows best practices in recording property 
transactions and makes an effort to obtain third-party appraisals whenever possible.  In certain limited 
instances, circumstances may not afford the time to complete an independent appraisal.  City staff will 
make every reasonable effort, time permitting, to procure appraisals for property, especially for those 
properties that are likely to exceed $1 million in value.  In instances where this is not possible, analysis 
will be conducted by City staff to determine a reasonable value based on an analysis of recent 
comparable sales and the Board and/or City Council reports related to the transaction will specifically 
indicate whether or not an independent appraisal was obtained, and if none was obtained the reason why 
it was not possible to do so.  The City will modify its existing Administrative Manual policy relative to real 
property acquisition to reflect these changes.

Best Practices

As part of this project we performed a comparison of the City’s practices in this area to best practices. 
True best practices in this area are those put forth by generally accepted accounting principles and the 
standards of establishing strong internal controls through the COSO1 framework, an industry standard. 

The accounting standards for recording property transfers in public sector entities is governed by 
Governmental Accounting Standards Board (GASB) Statement No. 48 - Sales and Pledges of 
Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Revenues, deals with 
transfers of capital assets between funds. Best practices #1 and #2 in the following table refer to transfers 
of property within the same reporting entity – ie. the City, all its funds and RPU would constitute the same 
reporting entity. 

                                                     
1 Committee of Sponsoring Organizations 
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Best Practices (cont.)

The comparison follows: 

Best Practice City Approach 
1. Property transferred should be recorded by the 

entity receiving the property at the carrying value
of the entity transferring the property.  

For example: No payment is part of this transaction. The 
City has a property parcel recorded on its books at 
$100,000. It transfers that property to RPU. RPU should 
record it at $100,000.

The City followed best practices in properly 
recording the transactions. 

2. If a payment is made as part of the transaction, 
any gain or loss over the carrying value should be 
recognized.

For example: RPU pays the City $150,000 for the parcel 
in #1 above. The City general fund should report an “other 
financing source” of $50,000 from the transaction for the 
proceeds over the carrying value. RPU should record the 
parcel at $100,000 and record a “transfer” out to the 
general fund for $50,000.  

The City followed best practices in properly 
recording the transactions. 

3. Best business practices are that properties are 
independently appraised on sale or transfer to 
another entity to ensure that they are valued at fair 
value and the transferring entity receives the 
market price for the property.

Best practices are that independent 
appraisals are obtained for all property 
transfers. City staff will make every 
reasonable effort, to procure appraisals for 
property, especially for those properties that 
are most likely in excess of $1 million in 
value.

Our conclusion is that the City and RPU followed best industry practices in recording the Northside 
property transfers. 
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Exhibit 1 – Scope of Services 

This exhibit is to show a detailed scope of the services provided by Baker Tilly Virchow Krause, LLP 
(“Baker Tilly”) for the examination related to management’s assertion that the City’s Northside property 
transfers have been recorded in accordance with Generally Accepted Accounting Principles, the property 
transfers were properly approved by the City Council, the purchase price paid for the property was 
appropriately supported, title remained with the City, and the transfers were completed within the City’s 
approved policies. Under AICPA standards, Baker Tilly developed a work plan, completed the necessary 
testing and reporting that would provide the proper assurance regarding the City’s assertion.  

Baker Tilly’s work plan included: 

> obtaining a full population of the Northside property transfers; 
> reviewing the City’s prior and current use of the properties; 
> reviewing board approvals and discussions related to the properties; 
> reviewing the journal entries for the transfers; 
> reviewing journal entries related to the related interfund loans; 
> reviewing the valuation of the properties at the time of transfer; and 
> observing the transfers in the City’s detailed fixed asset listing.  

Exhibit 2 – Schedule of Procedures Performed and Support for Findings and 
Recommendations

This exhibit details the testing procedures performed by Baker Tilly and the results of that test work. 

Procedure #1: Complete a walkthrough with City management to identify the population of property 
transfers, gain an understanding of the purpose of the transfers and obtain historical background of the 
prior and current use of the properties. Obtain and review internal audit report dated August 5, 2008 
regarding the proper recording of interfund loans. 

Results: The City identified the properties as listed on the Summary of Northside Property Transfers, 
exhibit 1 of this Report, which we examined in the subsequent procedures.  

Based on the City’s internal audit review of interfund loans, it was recommended by the internal auditors 
to implement a interfund loan policy which would outline; which funds could make loans, purposes 
allowed, limiting a fund’s cash balance allowed to be lent, reasonable repayment terms, charging of 
interest at the City’s pooled cash rate and the specific accounting rules to be followed for recording 
interfund loans and the related interest accruals. 

The City’s interfund loan policy was last amended in October 2011. When reviewing the policy it was 
noted that the policy directly addressed all items recommended by the internal audit as discussed in the 
preceding paragraph. During review of the specific interfund loans related to the property transfers, we 
noted no instances in which the City did not comply with its policy. 
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Exhibit 2 – Schedule of Procedures Performed and Support for Findings and 
Recommendations (cont.)

Procedure #2: Obtain board minutes and other internal documents to gain additional understanding of 
the purpose of the property transfers and note approval of the property transfers. 

Results: Viewed the following board minutes for approval of transfers of property: 

Property Sale From Sale To City Council Approval Date
Pellisier Ranch Water General Fund Dec 6, 2005

Pellisier Ranch General Fund Water June 16, 2009
Ab Brown Water Electric Jan 4, 2011

Reid Park Water Electric Jan 25, 2011
Reid Park Electric General Fund Jan 25, 2011

Golf Course Water Electric Jan 25, 2011
Golf Course Electric General Fund Jan 25, 2011

Baker Tilly noted that each of the property transfers in the population was approved by the City Council.  

The following outlines the purpose of each transfer. 

Pellisier Ranch: Originally purchased to secure local water rights and resources for the water 
fund (an enterprise fund of the City). In 2005, the property was transferred to the general fund to 
facilitate development of the property in conjunction with the City of Colton. As a result of the 
economic downturn it was determined that the development of the property was not feasible and 
it was reverted back to the water fund in 2009 to be retained for future water treatment facility and 
potential water well developments. 

Ab Brown: Was originally purchased to secure local water rights and future resources for water 
fund customers. In 2011, it was determined that the water fund did not anticipate future 
development on the property, but the electric fund, which had limited land holdings, would be able 
to redistribute its assets to acquire the property. 

Reid Park / Golf Course: Originally purchased to secure local water rights and future resources 
for water fund customers. In 2011, it was determined that a portion of the land could be acquired 
by the general fund to maximize potential of the property and prevent blighted conditions within 
the neighborhood. The general fund acquired 100% of Reid Park and 64 acres of approximately 
126 total acres of the golf course. The properties were first transferred to the electric fund as it 
was determined that it was more advantageous to have the interfund loan in the electric fund. 

Based on the documentation obtained through detailed review of board minutes related to the Reid Park / 
Golf Course transaction, we were unable to determine if the water fund retained rights or a portion of the 
property for areas in which water wells are currently located. Based on the property map received and 
discussions with management regarding the current use of the land, the intention of the property is for the 
areas in which wells are placed be retained with the water utility.  
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Exhibit 2 – Schedule of Procedures Performed and Support for Findings and 
Recommendations (cont.) 

Procedure #2: (cont.) 
Baker Tilly also noted that City staff indicated that the water fund had retained water rights and/or land 
associated with water property on the AB Brown property. Based on our review of the property transfer, it 
was unclear if the water fund had retained any rights or land associated with AB Brown. 

Procedure #3: Obtain detailed accounting records for each property transfer. In addition, select a sample 
of transactions for any interfund loan related to the Northside property transactions to review, including 
interest accruals and loan payments, if applicable.  

Results: Baker Tilly viewed journal entries made to record the initial property transfer to ensure the 
transactions were recorded in compliance with Generally Accepted Accounting Principles. We noted in 
one instance, related to the Pellisier Ranch initial transaction, accounting records were not available for 
our review. In accordance with the City’s record retention policy, records prior to fiscal year 2010 are no 
longer retained. Baker Tilly viewed the City’s fixed asset records and noted the water fund showed the 
property was disposed of when the original transfer occurred in 2005 and in 2009 was recorded as active 
for approximately the same price.  

Furthermore, Baker Tilly selected a sample of transactions related to the interfund loans, including 
accrued interest and any principal payments. Baker Tilly noted no exceptions when recalculating accrued 
interest at the City’s pooled investment rate and when reviewing the journal entries for proper accounting 
treatment.

Procedure #4: Complete detailed research of authoritative accounting guidance to determine proper 
accounting of the Northside property transfers. 

Results: Baker Tilly reviewed GASB Statement No. 48, Sales and Pledges of Receivables and Future 
Revenues and Intra-Entity Transfers of Assets and Future Revenues, effective for periods beginning after 
December 15, 2006. It was noted that all but the initial property transfer would have occurred after the 
effective date of this standard. All transactions subsequent to fiscal 2008, when the City implemented the 
standard, were properly recorded in compliance with this standard. 

Procedure #5: Review property appraisals or other supporting information to determine the fair market 
value at the time of the transfer.  

Results: Appraisals were provided for Pellisier Ranch, Ab Brown and Reid Park properties. Baker Tilly 
reviewed the appraisals provided and noted that they were conducted by an outside vendor, not in 
relation to the City. The appraisals supported the fair market value at which the properties were 
transferred.  

In relation to the golf course property, City staff prepared a comparable property listing similar to the 
process followed by appraisers to determine a reasonable estimate of the fair market value. The amount 
determined to be fair market value was the amount in which the property was transferred.  

We recommend that the City obtain an appraisal, if an extended period of time has elapsed since the last 
appraisal, of each property prior to its transfer to accurately determine the current fair market value by 
someone independent of the property transaction. Obtaining a current appraisal of a property prior to 
transfer should allow for more clarity as to how the value was determined as it is specifically outlined in a 
report.  
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CITY OF RIVERSIDE 

SUPPLEMENTAL INFORMATION 

Exhibit 2 – Schedule of Procedures Performed and Support for Findings and 
Recommendations (cont.) 

Procedure #6: View City fixed asset records to determine how the assets are recorded in the detailed 
accounting records and to ensure the assets were recorded in the correct fund. 

Results: Detailed fixed asset records were provided by the City for each property outlined in the 
population of transactions. For each property, Baker Tilly was able to view the current and prior recording 
of the property in the various funds of the City. We noted no exceptions during our review which would 
indicate that the properties were not properly recorded in the fixed asset listing over the course of the 
transfers.



City of Riverside – Northside Properties 
FAQs 

What properties does the City own on the Northside? 

The primary parcels that the City owns on the Northside include the Ab Brown Soccer Complex, Reid 
Park, and the former Riverside Golf Club parcels. 

Do City departments own property, or does the City hold title to properties? 

The City of Riverside, as a municipal corporation, holds title to all real property acquired by various 
departments.  The individual departments do not “own” property.  The City tracks acquisitions and 
transfers of parcels by and between departments and funds through its accounting records, which are 
audited annually by an independent Certified Public Accounting firm.  Based upon the source of funding 
for the acquisition, the City  assigns properties to certain departments.  Reid Park is assigned to the 
Parks Department (within the City’s General Fund), Ab Brown Soccer complex is assigned to the Electric 
Utility, and the former Riverside Golf Club is assigned to the Water Utility and Parks Department in an 
approximate 45%-55% split, respectively.  

When the Northside properties were originally acquired?  Why? 

City and department records indicate the parcels were acquired over an approximate 25 year period 
beginning in 1935 for the purpose of developing water rights and drilling water production wells. 

How much property is there? 

The former Riverside Golf Club encompasses 128 acres.  Reid Park encompasses 45 acres.  The Ab Brown 
Soccer complex encompasses 56 acres. 

Some of these parcels were recently transferred between departments.  How did that happen? 

In 2010 and 2011, after reviewing the complete financial portfolios (cash and other) of the utility 
enterprises, staff recognized an opportunity to better balance the cash and non-cash financial positions 
of both the Water and Electric Utilities.  Staff also discovered that a substantial portion of the developed 
Reid Park existed on land that should have been assigned to the Water Utility.  To diversify the utility 
financial portfolios and correct the assignment of Reid Park, at RPU staff recommendation, in 2011 the 
RPU Board and City Council approved the transfers as outlined below. 

Were the parcels appraised before the sale? 

The parcels were appraised before the 2011 transfers.  For the Riverside Golf Club property,  RPU, 
General Services, Development Department, and Redevelopment Agency staff developed a series of 
comparable property values, as would be done in a formal appraisal, and met together to develop a set 
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of consensus values to recommend to the Board of Public Utilities and City Council.  Reid Park was 
formally appraised in October 2010.   The Ab Brown Soccer Complex was formally appraised in 
November of 2009. 

When did the Board of Public Utilities approve the transfers of the former Riverside Golf Club, Ab 
Brown Soccer Complex and Reid Park? 

1.    December 17, 2010:  RPU Board approved transfer of Ab Brown Soccer Complex from the Water 
Utility to the Electric Utility for $11.6 million, to improve the overall financial positions [of each 
utility], and to help maintain the high credit ratings, of both Utilities. 

2.    January 4, 2011:  City Council approved transfer of Ab Brown Soccer Complex from the Water 
Utility to the Electric Utility for $11.6 million , “to improve the overall financial positions [of each 
utility], and to help maintain the high credit ratings, of both Utilities.”    

3.    January 21, 2011:  RPU Board approved the following transfers: 

-  60 and 2.5 acres of Riverside Golf Course from the Water Utility to the Electric Utility for 
$4,837,500; 

-  45 and 1.5 acres of Reid Park from the Water Utility to the Electric Utility for $720,000; and 

-  Transfer of all of these parcels to either the General Fund or the City’s Redevelopment 
Agency (the “RDA”) 

 RPU retains approximately 120 acres of the Northside lands 

4.    January 25, 2011:  City Council approves purchase of the Riverside Golf Course and Reid Park by 
the RDA, to be repaid over a 20-year term, with interest. 

5.    March 1, 2011:  City Council changes the “buyer” of the Riverside Golf Course and Reid Park from 
the RDA to the General Fund, with funding to be provided by the RDA with repayment over a 20-
year term, with interest.  

  These actions were all approved during regular sessions of the Board and City Council. 

What policies govern the purchase, sale or transfer of properties that the City owns? 

The City has an administrative policy for the sale of City property or transfer to another fund.  There is 
no specific policy for purchase of property, other than that RPU Board and City Council approval is 
needed.   

Were these policies followed? 

Yes, the policies were followed. 
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Did the transfer of the Riverside Golf Course and Reid Park from Water Utility to Electric Utility violate 
City Charter Section 1204? 

No.  This section of the Charter provides broad categories for the use of utility revenues.  One such 
category is for operation and maintenance of the utility.  Operation and maintenance of the utility 
includes construction of new utility infrastructure and facilities, some of which is paid for by the 
issuance of bonds.  A better bond rating means that the utility’s cost of borrowing money is greatly 
decreased, resulting in financial savings for the ratepayer.  RPU, with Board approval, undertakes 
financial planning to increase the rating of its bonds by the three bond rating agencies currently rating 
RPU’s debt.  These rating agencies evaluate a number of factors in assigning ratings to the each utility, 
including diversification of investments and cash on hand.  The Board approved the transfers between 
the Water Utility and the Electric Utility “to improve the overall financial positions [of each utility], and 
to help maintain the high credit ratings, of both Utilities.”   Both utilities currently have excellent ratings, 
and the Water Utility’s rating was upgraded from AA+ to AAA, the highest rating, by Standard and Poor’s 
subsequent to these 2011 property transfers. 

How could the Electric Utility accept the transfer of property currently being used as a City park? 

in 2010, the Electric Utility acquired the property in anticipation of a transfer to the RDA or the General 
Fund.  The Board did not approve the transfer of park property from the Water Utility to the Electric 
Utility for continued use as park property. 

Doesn’t the Government Code preclude the utility from investing surplus funds in real property?  Isn’t 
this real estate speculation? 

Government Code section 53601 regulates the investments that the City can make with third parties.  
Here, the approved land transfers were between City departments.  There was no impact to the City’s 
investment portfolio as a result of these transfers, because the City’s total cash balance did not change.  
As discussed above, these transfers were undertaken “to improve the overall financial positions [of each 
utility], and to help maintain the high credit ratings, of both Utilities.”       

 

Does the dissolution of the RDA mean that the Electric Fund will never be repaid for the sale of Reid 
Park or Riverside Golf Course? 

No.  The State of California has challenged whether Riverside can use redevelopment tax increment 
funds to pay the Electric Fund for these properties because the transfers were financed using an internal 
loan.  The trial court ruled in favor of the City, and the State appealed this ruling.  Even if the appellate 
court rules in favor of the State, the Successor Agency to the Redevelopment Agency must pay the 
Electric Utility for 80% of the amount of the outstanding loan and the General Fund must pay the 
Electric Utility the remaining 20% of the loan balance.  During the appeals process, no payments are 
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being made on the loan.  Interest is being accrued and will be paid in full once the appeals process has 
concluded, along with all principal due consistent with the original loan payment schedule. 
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