G (OHF

RIVERSIDE

Successor Agency to the
Redevelopment Agency of the City of Riverside

Independent Auditor’s Reports and Financial Statements
June 30, 2017

Prepared by the City of Riverside
Adam Raymond, Chief Finance Officer/Treasurer

3900 Main Street, Riverside, California 92522



Successor Agency to the Redevelopment Agency of the City of Riverside

Contents
Independent Auditors’ Report

Financial Statements
Statement of Fiduciary Net Position
Statement of Changes of Fiduciary Net Position
Notes to Basic Financial Statements

Independent Auditor's Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards



Certified
Public
Accountants

Independent Auditors’ Report

Honorable Members of the Oversight Board
Successor Agency to the Redevelopment Agency of the City of Riverside

Report on the Financial Statements

We have audited the accompanying financial statements of the Successor Agency to the Redevelopment
Agency of the City of Riverside (the Successor Agency), a fiduciary component unit of the City of Riverside,
California (the City), as of and for the year ended June 30, 2017, and the related notes to the financial
statements, which collectively comprise the Successor Agency’s basic financial statements, as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the fiduciary
net position of the Successor Agency to the Redevelopment Agency of the City of Riverside, as of June 30,
2017, and the changes in fiduciary net position for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Macias Gini & O'Connell LLP
4675 MacArthur Court, Suite 600
Newport Beach, CA 92660 www.mgocpa.com



Other Matters
Required Supplementary Information

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 31,
2017, on our consideration of the Successor Agency’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Successor Agency’s internal control
over financial reporting and compliance.

Maaas i Z O'Comel @

Newport Beach, CA
October 31, 2017



Successor Agency of the Redevelopment Agency of the City of Riverside

Statement of Fiduciary Net Position
June 30, 2017
{amounts expressed in thousands)

Assets
Cash and investments
Cash and investments with fiscal agent
Receivables:

Interest

Accounts

Notes

Direct financing lease receivable
Deposits
Land and improvements held for resale
Capital assets:

Land

Equipment

Accumulated depreciation - equipment
Total assets

Liabilities

Accounts payable

Accrued interest

Advances from City of Riverside
Redewelopment Agency bonds payable
Notes payable

Total liabilities

Deferred Inflows of Resources
Deferred amount on refunding
Total deferred inflows of resources

Net Position
Held by Successor Agency
Total net position

The notes to basic financial statements are an integral part of this statement.

34,428
13,236

113
109
3,164
16,675
2
9,899

185
6

(6)

77,811

10
3,995
12,196
217,147
4,728

238,076

1,261

1,261

(161,526)

$

(161,526)




Successor Agency to the Redevelopment Agency of the City of Riverside
Statement of Changes in Fiduciary Net Position

For the year ended June 30, 2017

(amounts expressed in thousands)

Additions
Property tax revenue $ 30,019
Miscellaneous 222
Total additions 30,241
Deductions
Professional senices and other deductions 1,861
Redewelopment projects 464
Interest expense 11,433
Total deductions 13,758
Change in Net Position 16,483
Net position - beginning (178,009)
Net position - ending $ (161,526)

The notes to basic financial statements are an integral part of this statement.



Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2017 (amounts expressed in thousands)

Note 1. Description of Reporting Entity and Summary of Significant Accounting Policies

A. Reporting entity: The Redevelopment Agency of the City of Riverside (Redevelopment Agency) was
established in 1967 to provide affordable housing, revitalize communities, eliminate blight, and fuel
economic growth through focused reinvestment of local funds back into local projects and programs that
supported job growth and private investment.

There are six project areas throughout the City of Riverside (City) including Arlington, Casa Blanca, merged
Downtown/Airport Industrial/Hunter Park/Northside, La Sierra/Arlanza, Magnolia Center, and University
Corridor/Sycamore Canyon (Project Areas). Over the years, the Redevelopment Agency was active in
implementing housing programs, business incentive programs, commercial improvement programs,
planning and development of projects, capital improvement projects, and property acquisition in the Project
Areas.

On June 29, 2011, Governor Brown signed Assembly Bill 1X 26 (AB 1X 26) eliminating redevelopment
agencies throughout the state. On July 18, 2011, the California Redevelopment Association and the League
of California Cities filed a lawsuit against the State of California (State) in response to the passage of AB
1X 26. On December 29, 2011, the California Supreme Court upheld AB 1X 26. The bill provided that
upon dissolution of the Redevelopment Agency, either the city or another unit of local government will agree
to serve as the “successor agency” to hold the assets until they are distributed to other units of state and
local government.

Pursuant to City Council actions taken on March 15, 2011, and January 10, 2012 the City elected to serve
as the Successor Agency to the Redevelopment Agency of the City of Riverside (Successor Agency). The
Successor Agency is a separate legal entity, which serves as a custodian for the assets and liabilities of
the dissolved Redevelopment Agency pending distribution to the appropriate taxing entities after the
payment of enforceable obligations. The activity of the Successor Agency is overseen by an Oversight
Board comprised of individuals appointed by various government agencies and the City of Riverside as
Successor Agency of the former Redevelopment Agency.

In 1987, the Riverside Public Financing Authority (Authority), a non-profit corporation, was created as a
joint-powers authority between the former Redevelopment Agency and the City to serve as a conduit for
the issuance of bonds to fund improvements in various redevelopment project areas. The Authority has
issued tax allocation bonds secured by loan agreements between the former Redevelopment Agency and
the Authority. These loan agreements are secured by a first pledge of and lien on a portion of property tax
revenues within the respective project areas. Financial data of the Authority is included in the activity of
the Successor Agency. Separate Authority financial statements may be obtained from the City's Finance
Department, 3900 Main Street, Riverside, California 92522.

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation: The Successor
Agency is presented herein as a private-purpose trust fund and is reported using the economic resources
measurement focus and the accrual basis of accounting.

Successor Agencies will only be allocated revenue in the amount that is necessary to pay the estimated
annual installment payments on enforceable obligations of the former Redevelopment Agency until all
enforceable obligations of the former Redevelopment Agency have been paid in full and all assets have
been liquidated. Such funds are paid from the Redevelopment Property Tax Trust Fund (RPTTF), which is
administered by the County Auditor-Controller. In January and June of each year, the County Auditor-
Controller allocates revenue from the RPTTF to each Successor Agency for payments listed on the
annual Recognized Obligation Payment Schedule (ROPS). Property taxes are recognized as revenues in
the year for which they are levied.



Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2017 (amounts expressed in thousands)

C. Cash and Investments

The Successor Agency's cash and investments, except for cash and investments with fiscal agents, are
invested in the California State Pool; in which, the pool itself is not managed by the City. The Successor
Agency does not own specific, identifiable investments of the pool. The pooled interest earned is allocated
monthly based on the month end cash balances.

The City values its cash and investments in accordance with the provisions of Governmental Accounting
Standards Board Statement No. 72 (GASB 72), Fair Value Measurement and Application, which requires
governmental entities to use valuation techniques that are appropriate under the circumstances and for
which sufficient data are available to measure fair value. The techniques should be consistent with one or
more of the following approaches: the market approach, the cost approach or the income approach.

The City categorizes its fair value measurements within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure fair value
of assets. Level 1 are quoted prices in an active market for identical assets; Level 2 inputs are significant
other observable inputs; and Level 3 inputs are significant unobservable inputs. The City does not value
any of its investments using Level 1 and Level 3 inputs.

Cash accounts of all funds are pooled for investment purposes to enhance safety and liquidity while
maximizing interest earnings.

Citywide information concerning cash and investments for the year ended June 30, 2017, including
authorized investments, custodial credit risk, credit and interest rate risk for debt securities, and
concentration of investments, carrying amount, and market value of deposits and investments may be found
in the notes of the City’s “Comprehensive Annual Financial Report.”

D. Cash and Investments with Fiscal Agent

Cash and investments maintained by fiscal agents are considered restricted because their use is limited by
applicable bond covenants. Provisions of debt agreements govern investments of debt proceeds held by
bond fiscal agents. Permitted investments are specified in the related trust agreements and include the
following types of investments:

Investments in money market funds rated in the single highest classification
Investments in the Local Agency Investment Fund (California State Pool)

No maximum percentage of the related debt issue or maximum investment in one issuer is specified.

Cash and investments with fiscal agent are as follows:

Remaining Maturity (in Months)
12 Months 13to24 25to 60

Total or Less Months Months
Money Market Funds $ 3,025 % 3,025 $ - $ -
California State Pool 10,211 10,211 - -
Total $ 13,236 $ 13,236 $ - 3 r




Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2017 (amounts expressed in thousands)

Ratings as of Year End

Total AAA A Unrated
Money Market Funds $ 3,025 $ 2998 $ 27 % -
State Investment Pool 10,211 - - 10,211
Total $ 13,236 $ 2998 $ 27 $10,211

E. Land and Improvements Held for Resale

Land and improvements held for resale were generally acquired for future development projects. The
properties are carried at the lower of cost or net realizable value.

F. Bond Premiums

Bond premiums are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premiums.

G. Deferred Amount on Refunding

The deferred amount on refunding is deferred and amortized over the life of the bonds using the effective
interest method. The deferred amount on refunding is recorded as a deferred inflow of resources.

H. Deferred Inflows of Resources

The statement of fiduciary net position reports a separate section for deferred inflows of resources.
Deferred inflows of resources represent inflows of resources (acquisition of net position) that apply to future
periods and that, therefore, are not recognized as an inflow of resources (revenue) until that time.

l. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that can affect certain
reported amounts and disclosures. Actual results could differ from those estimates.

Note 2. Notes and Direct Financing Lease Receivable
Renhabilitation Notes Receivable

Notes receivable consist of $3,164 of rehabilitation loans. The loans were granted for a period of up to 55
years and bear interest at rates from 0 to 12 percent, which are secured by deeds of trust to individuals and
businesses.

Direct Financing Lease Receivabie

The former Redevelopment Agency had a direct financing lease arrangement with the State for the
California Tower Office Complex, located in the merged Downtown/Airport Industrial/Hunter
Park/Northside. The Agreement is for a thirty year period and at maturity the ownership of California Tower
will be transferred to the State. The lease calls for semi-annual payments not less than the debt service
owed on the related lease revenue bonds issued by the former Redevelopment Agency for the purchase
and renovation of the building. The future minimum lease payments to be received are as follows:



Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements

For the year ended June 30, 2017 (amounts expressed in thousands)
Fiscal Year Amount
2018 $ 2,598
2019 2,625
2020 2,659
2021 2,692
2022 2,724
Thereatter 8,368
Total Due 21,666
Less: Amount applicable to interest (4,991)
Total direct financing lease receivable $ 16,675

Note 3. Long-Term Obligations

Changes in Long-Term Obligations:

Below is a summary of changes in long-term obligations during the fiscal year:

Beginning Ending Due Within

Balance Additions  Reductions Balance One Year
Redewelopment Agency Bonds Payable $226,290 $ - % (9,143) $217,147 $ 8,920
Notes Payable 5,093 (365) 4,728 418
$231,383 3 - $ (9508 $221875 $ 9,338

Redevelopment Agency Bonds:

$13,285 1991 Public Financing Authority Revenue Bonds, Series A, Multipie
Project Areas; $1,470 serial revenue bonds 7.15% to 7.6%, due in annual
instaliments from $100 to $145 through February 1, 2003; and $4,175 term
bonds, 8.0%, due in annual installments from $155 to $450 through February 1,
2018 (portion not refunded).

$26,255 State of California Department of General Services Project, 2003 Lease
Revenue Refunding Bonds, Series A; 2% to 5% due in annual installments from
$545 to $2,230 through October 1, 2024.

$4,810 State of California Department of General Services Project, 2003 Lease
Revenue Refunding Bonds, Series B; $310 serial bonds 1.20% to 1.42%
through October 1, 2004; $620 term bonds at 3.090% due October 1, 2008;
$1,110 term bonds at 4.340% due October 1, 2014 and $2,770 term bonds at
5.480% due October 1, 2024.

$8,340 Downtown/Airport Merged Project Area and Casa Blanca Project Area
2007 Tax Allocation Bonds, Tax Exempt, Series A, serial bonds 4.0% to 4.25%
due in annual instaliments from $20 to $590 through August 1, 2025; $4,980
term bonds at 4.5% due August 1, 2029; $410 term bonds at 4.375% due August
1, 2037.

Principal Outstanding

14,200

2,330

8,145



Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2017 (amounts expressed in thousands)

$14,850 Downtown/Airport Merged Project Area and Casa Blanca Project Area
2007 Tax Allocation Bonds, Taxable, Series B, $4,050 term bonds at 5.2% due
August 1, 2017; $10,800 term bonds at 5.8% due August 1, 2028.

11,150
$89,205 University Corridor/Sycamore Canyon Merged Project Area, Arlington
Project Area, Hunter Park/Northside Project Area, Magnolia Center Project
Area, and La Sierra/Arlanza Project Area 2007 Tax Allocation Bonds, Tax-
Exempt, Series C, serial bonds 4.0% to 5.0% due in annual instaliments from
$50 to $3,210 through August 1, 2025; $17,955 term bonds at 4.5% due August
1, 2030; $47,775 term bonds at 5.0% due August 1, 2037.
85,355
$43,875 University Corridor/Sycamore Canyon Merged Project Area, Arlington
Project Area, Hunter Park/Northside Project Area, Magnolia Center Project
Area, and La Sierra/Arlanza Project Area 2007 Tax Allocation Bonds, Taxable,
Series D, $15,740 term bonds at 5.24% due August 1, 2017; $28,135 term bonds
at 5.89% due August 1, 2032.
29,625
$62,980 Subordinate Tax Allocation Refunding Bonds (Series A and B). The
bonds were issued to refund certain obligations of the former Redevelopment
Agency. Interest is due semi-annually on March 1 and September 1,
commencing March 1, 2015. Principal is due in annual installments from $160
to $4,745 through September 1, 2034. The rate of interest varies from 0.6% to
5% per annum. 54,995
Subtotal 205,825
Add: Unamortized bond premium 11,322
Total Redevelopment Agency Bonds $217.147

Remaining debt service will be paid by the Successor Agency from future property tax revenues. Annual
debt service requirements to maturity are as follows:

Fiscal Year Principal Interest Total
2018 8,920 10,222 $ 19,142
2019 9,320 9,778 19,098
2020 9,830 9,288 19,118
2021 10,805 8,762 19,5667
2022 11,405 8,197 19,602
2023-2027 58,550 31,787 90,337
2028-2032 47,175 18,308 65,483
2033-2037 43,045 7,087 50,132
2038-2042 6,775 169 6,944
Premium 11,322 - 11,322
Total $ 217,147 $ 103,598 $ 320,745

Notes Payable: Principal Qutstanding

These notes payable have been issued to promote development and expansion
within the City’s redevelopment areas.

Pepsi Cola Bottling Company of Los Angeles, interest rate of 10.5%, payable in
net annual installments of $341, subject to recording of completion. $2,987

9



Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2017 {amounts expressed in thousands)

HUD Section 108 loan for Mission Village Project, interest rates of 6.15% to
6.72%, payable in semi-annual installments beginning August 1, 1999 of $110 to

$420 through August 1, 2018. 810
Smith’s Food and Drug Centers Inc., 6% payable in variable installments, subject

to payment of annual Community Facilities District assessment. 931
Total Notes Payable $4728

Remaining debt service will be paid by the Successor Agency from future property tax revenues. Annual
debt service requirements to maturity are as follows.

Annual debt service requirements to maturity are as follows:

Fiscal Year Principal Interest Total
2018 $ 418 $ 332 $ 750
2019 451 317 768
2020 34 307 341
2021 38 304 342
2022 42 300 342
2023-2027 1,217 1,423 2,640
2028-2032 471 1,238 1,709
2033-2037 777 933 1,710
2038-2042 1,280 430 1,710
Total $ 4,728 $ 5,684 $ 10,312

As a result of action by the State of California to dissolve all redevelopment agencies in the state, the
Successor Agency no longer receives the full amount of tax increment previously pledged by the dissolved
redevelopment agency to its bondholders. In its place is a new revenue stream provided to the Successor
Agency that represents only that portion of tax increment that is necessary to pay the enforceable
obligations approved by the California Department of Finance.

For the current year, debt service payments as a percentage of the pledged gross revenue (or net of certain
expenses where so required by the debt agreement) are indicated in the table below. The debt service
coverage ratios also approximate the relationship of debt service to pledged revenue for the remainder of
the term of the commitment.

Annual Amount of Annual Debt Service Debt Service
Pledged Revenue Payments (of all Coverage Ratio
(net of expenses, debt secured by For
where required)* this revenue) June 30, 2017
Non-Housing
Arlington $ 3,922 $ 1,784 2.20
Casa Blanca 2,993 1,544 1.94
Eastside 106 24 4.47
Magnolia Center 2,926 1,199 2.44
University Corridor/
Sycamore Canyon 10,672 2,443 4.37
Downtown/Airport
Industrial/Hunter
Park/Northside 12,406 4,049 3.06

10



Successor Agency to the Redevelopment Agency of the City of Riverside
Notes to Basic Financial Statements

For the year ended June 30, 2017 {amounts expressed in thousands)
La Sierra/Arlanza 17,205 3,010 5.72
Housing

Arlington $ 981 $ 275 3.57
Casa Blanca 748 293 2.55
Magnolia Center 732 157 467
University Corridor/

Sycamore Canyon 2,668 737 3.62
Downtown/Airport

Industrial/Hunter

Park/Northside 4,451 982 4.53

* The computations above are based on the total tax increment generated for the year ended June 30, 2017
for each project area that had been pledged as collateral for the 2007 Tax Allocation Bonds Series A-D. As
discussed above, only a portion of tax increment has been actually remitted to the Successor Agency and
reported as revenue in the accompanying financial statements.

Note 4. Advances from the City of Riverside

The former Redevelopment Agency had entered into various arrangements with the City. The State of
California, Department of Finance had concluded that certain loans were not enforceable obligations, which
would have resulted in the repayment of only 80 percent of the loans. The City sued the State of California,
Department of Finance and in July 2013 a Sacramento County Superior Court ruled that the loans are
enforceable obligations and therefore must be repaid in full.

Note 5. Net Position
The deficit in the Successor Agency Trust Fund will be reduced over the years as the related debt is paid-

off with funds received from the RPTTF, which is administered by the County Auditor-Controller of the
County of Riverside.
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