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The captioned bonds (the “Series 2019B Bonds”) are issued by the Riverside Public Financing Authority (the “Authority”) and are payable 
from base rental payments (the “Base Rental Payments”) to be made by the City of Riverside (the “City”) for the right to the use of certain real 
property, consisting of certain real property and improvements of the City (the “Property”) pursuant to a Lease Agreement, dated as of August 1, 
2012, as supplemented by a First Supplement to Lease Agreement, dated as of June 1, 2019 (collectively, the “Lease Agreement”), by and 
between the City, as lessee, and the Authority, as lessor.  See “SECURITY FOR THE SERIES 2019B BONDS.”  The Series 2019B Bonds will be 
issued pursuant to an Indenture, dated as of August 1, 2012, as supplemented by a First Supplemental Indenture, dated as of June 1, 2019 
(collectively, the “Indenture”), by and among the City, the Authority and U.S. Bank National Association, as trustee (the “Trustee”).   

The net proceeds of the sale of the Series 2019B Bonds will be used to: (i) finance the acquisition and construction of certain capital 
improvements as may be designated from time to time, including but not limited to a public library and related improvements, to be owned by the 
City and (ii) pay the costs of issuing the Series 2019B Bonds.  See “FINANCING PLAN.”   

The City has covenanted under the Lease Agreement to make all scheduled Base Rental Payments, to include all such payments as a 
separate line item in its annual budgets, and to make all the necessary annual appropriations for such Base Rental Payments.  The City’s obligation 
to make Base Rental Payments is subject to abatement during any period in which, by reason of material damage to, or destruction or 
condemnation of, the Property, or any defects in title to the Property, there is substantial interference with the City’s right to use and occupy any 
portion of the Property.  See “RISK FACTORS—Abatement.” 

The Series 2019B Bonds are being issued in fully registered book-entry only form, initially registered in the name of Cede & Co., as nominee 
of The Depository Trust Company, New York, New York (“DTC”).  Interest on the Series 2019B Bonds is payable semiannually on May 1 and 
November 1 of each year, commencing [November 1, 2019].  Purchasers will not receive certificates representing their interest in the Series 2019B 
Bonds.  Individual purchases will be in principal amounts of $5,000 or integral multiples thereof.  Principal of and interest and premium, if any, on 
the Series 2019B Bonds will be paid by the Trustee to DTC for subsequent disbursement to DTC Participants who are obligated to remit such 
payments to the beneficial owners of the Series 2019B Bonds.  See “THE SERIES 2019B BONDS—Book-Entry Only System.”  

The Series 2019B Bonds are being issued on a parity basis with the Authority’s Lease Revenue Refunding Bonds, Series 2012A (“Series 
2012A Bonds”), issued in the initial aggregate principal amount of $41,240,000 and currently outstanding in the aggregate principal amount of 
$[32,780,000].  The Authority may issue additional bonds (“Additional Bonds”) payable from Base Rental Payments. See “THE SERIES 2019B 
Bonds – Additional Bonds.” The Series 2012A Bonds, Series 2019B Bonds and any Additional Bonds are collectively referred to as the “Bonds.” 

The Series 2019B Bonds are subject to redemption prior to maturity as described in this Official Statement.  See “THE SERIES 2019B 
BONDS—Redemption.”  

The Series 2019B Bonds are special obligations of the Authority, payable solely from Base Rental Payments and the other assets 
pledged therefor under the Indenture.  Neither the faith and credit nor the taxing power of the Authority, the City or the State of California, 
or any political subdivision thereof, is pledged to the payment of the Series 2019B Bonds.  The Authority has no taxing power. 
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THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY.  IT IS NOT A SUMMARY OF THIS ISSUE.  
INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO THE MAKING OF AN 
INFORMED INVESTMENT DECISION. 

The Series 2019B Bonds will be offered when, as and if issued and received by the Underwriter, subject to the approval as to their validity 
by Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport Beach, California, Bond Counsel.  Certain legal matters will be passed 
upon for the City and the Authority by the City Attorney and Jones Hall, A Professional Law Corporation, San Francisco, California, Disclosure 
Counsel.  Kutak Rock LLP is acting as counsel to the Underwriter.  It is anticipated that the Series 2019B Bonds in definitive form will be available 
for delivery to DTC in New York, New York on or about _________, 2019. 
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* Preliminary; subject to change. 
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(November 1) 
Principal 
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Interest 
Rate Yield CUSIP† 

     
     
     
     
     
     
     
     
     
     
     
     
     
     

     
     

  
*  Preliminary, subject to change. 
† CUSIP® is a registered trademark of the American Bankers Association.  CUSIP Global Services (CGS) is managed on behalf 
of the American Bankers Association by S&P Capital IQ. Copyright © 2019 CUSIP Global Services. All rights reserved.  CUSIP® 
data herein is provided by Standard & Poor’s CUSIP Service Bureau.  This data is not intended to create a database and does 
not serve in any way as a substitute for the CUSIP Service Bureau.  CUSIP® numbers are provided for convenience of reference 
only.  None of the Authority, the City, or the Underwriter takes any responsibility for the accuracy of such numbers. 
 

 
 



 

 

No dealer, broker, salesperson or other person has been authorized by the City or the Authority to give any 
information or to make any representations in connection with the offer or sale of the Series 2019B Bonds other than 
those contained in this Official Statement and, if given or made, such other information or representations must not be 
relied upon as having been authorized by the City or the Authority.  This Official Statement does not constitute an offer 
to sell or the solicitation of an offer to buy nor shall there be any sale of the Series 2019B Bonds by a person in any 
jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale. 

 
This Official Statement is not to be construed as a contract with the purchasers or owners of the Series 2019B 

Bonds.  Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion, 
whether or not expressly so described in this Official Statement, are intended solely as such and are not to be construed 
as representations of fact. 

 
The Underwriter has provided the following sentence for inclusion in this Official Statement.  The Underwriter 

has reviewed the information in this Official Statement in accordance with, and as a part of, its responsibilities to 
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriter does not guarantee the accuracy or completeness of such information. 

 
This Official Statement and the information contained in this Official Statement are subject to completion or 

amendment without notice and neither delivery of this Official Statement nor any sale made hereunder shall, under any 
circumstances, create any implication that there has been no change in the affairs of the City or the Authority or any 
other parties described in this Official Statement since the date hereof.  These securities may not be sold nor may an 
offer to buy be accepted prior to the time the Official Statement is delivered in final form.  This Official Statement is 
being submitted in connection with the sale of the Series 2019B Bonds referred to in this Official Statement and may 
not be reproduced or used, in whole or in part, for any other purpose, unless authorized in writing by the City.  All 
summaries of documents and laws are made subject to the provisions thereof and do not purport to be complete 
statements of any or all such provisions. 

 
Certain statements included or incorporated by reference in this Official Statement constitute “forward-looking 

statements” within the meaning of the United States Private Securities Litigation Reform Act of 1995, Section 21E of 
the United States Securities Exchange Act of 1934, as amended, and Section 27A of the United States Securities Act 
of 1933, as amended.  Such statements are generally identifiable by the terminology used such as “plan,” “expect,” 
“estimate,” “project,” “budget,” “intend” or similar words.  Such forward-looking statements include, but are not limited 
to, certain statements contained in the information under the caption “RISK FACTORS” and “APPENDIX A – CITY OF 
RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL INFORMATION.”  

 
THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH 

FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES AND OTHER 
FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE 
MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED 
OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS.  THE CITY DOES NOT PLAN TO ISSUE ANY 
UPDATES OR REVISIONS TO THE FORWARD-LOOKING STATEMENTS SET FORTH IN THIS OFFICIAL 
STATEMENT.  IN EVALUATING SUCH STATEMENTS, POTENTIAL INVESTORS SHOULD SPECIFICALLY 
CONSIDER THE VARIOUS FACTORS THAT COULD CAUSE ACTUAL EVENTS OR RESULTS TO DIFFER 
MATERIALLY FROM THOSE INDICATED BY SUCH FORWARD-LOOKING STATEMENTS. 

 
IN CONNECTION WITH THE OFFERING OF THE SERIES 2019B BONDS, THE UNDERWRITER MAY 

OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
SERIES 2019B BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN 
MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.  THE UNDERWRITER 
MAY OFFER AND SELL THE SERIES 2019B BONDS TO CERTAIN DEALERS AND DEALER BANKS AND BANKS 
ACTING AS AGENT AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE 
COVER PAGE HEREOF AND SAID PUBLIC OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE 
UNDERWRITER. 

 
THE SERIES 2019B BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, 

AS AMENDED, IN RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT AND HAVE NOT BEEN 
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE. 

 

The City maintains a website; however, information presented there is not a part of this Official Statement and 
should not be relied upon in making an investment decision with respect to the Series 2019B Bonds. 



 

 

CITY OF RIVERSIDE, CALIFORNIA 
 

 

CITY COUNCIL 
 

William R. Bailey, III, Mayor 
Mike Gardner, Councilmember, Ward 1 

Andy Melendrez, Councilmember, Ward 2 
Mike Soubirous, Councilmember, Ward 3 
Chuck Conder, Councilmember, Ward 4 

Chris Mac Arthur, Councilmember, Ward 5 
Jim Perry, Councilmember, Ward 6 

Steve Adams, Councilmember, Ward 7 

 
CITY STAFF 

 
Al Zelinka, City Manager 

Lee Deesing, Assistant City Manager 
Rafael Guzman, Assistant City Manager 

Colleen J. Nicol, City Clerk 
Edward Enriquez, Chief Financial Officer/Treasurer 

Gary G. Geuss, City Attorney 

 
 
 
 

SPECIAL SERVICES 
 

Bond Counsel 
Stradling Yocca Carlson & Rauth, 

a Professional Corporation, 
Newport Beach, California 

 
Municipal Advisor 

CSG Advisors Incorporated 
San Francisco, California 

 
Disclosure Counsel 

Jones Hall, A Professional Law Corporation 
San Francisco, California 

 
Trustee  

U.S. Bank National Association, 
Los Angeles, California 

 



 

i 

TABLE OF CONTENTS 
 
INTRODUCTION ................................................ 1 
THE SERIES 2019B BONDS............................. 3 

General ........................................................... 3 
Registration, Transfers and Exchanges ......... 4 
Redemption .................................................... 4 
Book-Entry Only System ................................ 6 

SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2019B BONDS ................ 7 
Pledge of Revenues ....................................... 7 
Additional Bonds ............................................ 8 
Base Rental Payments ................................... 8 
Additional Rental Payments ........................... 9 
Abatement ...................................................... 9 
Substitution, Addition and Removal of 

Property .................................................... 10 
Action on Default .......................................... 11 
No Reserve Fund ......................................... 11 
Insurance ...................................................... 11 

FINANCING PLAN ........................................... 13 
THE PROPERTY ............................................. 15 
THE CITY ......................................................... 16 
THE AUTHORITY ............................................ 16 
RISK FACTORS ............................................... 16 

General Considerations ............................... 16 
Abatement .................................................... 17 
No Reserve Fund ......................................... 17 
Covenant to Budget and Appropriate ........... 18 
Eminent Domain ........................................... 18 
Limited Recourse on Default; No 

Acceleration of Base Rental ..................... 18 
Substitution, Addition and Removal of 

Property; Additional Bonds ...................... 19 
Utility Transfers; Articles XIIIC and XIIID of 

the State Constitution ............................... 20 

Geologic, Topographic and Climatic 
Conditions ................................................ 20 

Hazardous Substances ................................ 21 
Impact of State Budget ................................ 21 
Limitations on Remedies Available; 

Bankruptcy ............................................... 22 
Possible Insufficiency of Insurance 

Proceeds .................................................. 23 
No Liability of Authority to the Owners ......... 23 
State Law Limitations on Appropriations ..... 23 
Change in Law ............................................. 24 
Loss of Tax Exemption ................................ 24 
Secondary Market ........................................ 24 

CONSTITUTIONAL AND STATUTORY 
LIMITATIONS ON TAXES AND 
APPROPRIATIONS ..................................... 24 
Article XIIIA of the State Constitution ........... 24 
Article XIIIB of the State Constitution ........... 25 
Articles XIIIC and XIIID of the State 

Constitution .............................................. 26 
Revenue Transfer from Electric Utility ......... 29 
Proposition 1A .............................................. 30 
Proposition 22 .............................................. 31 
Unitary Property ........................................... 31 
Future Initiatives ........................................... 31 

TAX MATTERS ................................................ 32 
CERTAIN LEGAL MATTERS .......................... 34 
NO LITIGATION ............................................... 34 
FINANCIAL STATEMENTS OF THE CITY ..... 34 
RATING ........................................................... 34 
UNDERWRITING ............................................. 35 
MUNICIPAL ADVISOR .................................... 35 
CONTINUING DISCLOSURE .......................... 35 
MISCELLANEOUS .......................................... 36 

 
APPENDIX A - CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL INFORMATION 
APPENDIX B - SUMMARY OF THE PRINCIPAL LEGAL DOCUMENTS 
APPENDIX C - AUDITED FINANCIAL STATEMENTS OF THE CITY FOR THE YEAR ENDED 

JUNE 30, 2018 
APPENDIX D - PROPOSED FORM OF BOND COUNSEL OPINION 
APPENDIX E - FORM OF CONTINUING DISCLOSURE CERTIFICATE 
APPENDIX F - BOOK-ENTRY ONLY SYSTEM 

 



 

 

OFFICIAL STATEMENT 

 

$________________* 
RIVERSIDE PUBLIC FINANCING AUTHORITY 

LEASE REVENUE BONDS, SERIES 2019B 
(MAIN LIBRARY PROJECT) 

 

INTRODUCTION 
 
Series 2019B Bonds. This Official Statement, which includes the cover page and 

Appendices (the “Official Statement”), provides certain information concerning the captioned 
bonds (the “Series 2019B Bonds”) issued by the Riverside Public Financing Authority (the 
“Authority”). 

 
The Series 2019B Bonds will be issued pursuant to an Indenture, dated as of August 1, 

2012, as supplemented by a First Supplemental Indenture, dated as of June 1, 2019 (collectively, 
the “Indenture”), by and among the Authority, the City of Riverside (the “City”) and U.S. Bank 
National Association, as trustee (the “Trustee”).   

 
The Series 2019B Bonds are being issued in fully registered book-entry only form, initially 

registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, 
New York (“DTC”).  Interest on the Series 2019B Bonds is payable semiannually on May 1 and 
November 1 of each year, commencing [November 1, 2019].   

 
Purchasers will not receive certificates representing their interest in the Series 2019B 

Bonds.  Individual purchases will be in principal amounts of $5,000 or integral multiples thereof.  
Principal of and interest on the Series 2019B Bonds will be paid by the Trustee to DTC for 
subsequent disbursement to DTC Participants who are obligated to remit such payments to the 
beneficial owners of the Series 2019B Bonds.  See “THE SERIES 2019B BONDS—Book-Entry 
Only System.”  

 
Redemption Prior to Maturity.  The Series 2019B Bonds are subject to redemption prior 

to maturity as described in this Official Statement.  See “THE SERIES 2019B BONDS—
Redemption.” 

 
Financing Purpose. The net proceeds of the sale of the Series 2019B Bonds will be used 

to: (i) finance the acquisition and construction of certain capital improvements as may be 
designated from time to time, including but not limited to a public library and related improvements, 
to be owned by the City and (ii) pay the costs of issuing the Series 2019B Bonds. 

 
Security for the Series 2019B Bonds; Base Rental Payments. The Series 2019B 

Bonds are equally and ratably payable from base rental payments (the “Base Rental Payments”) 
to be made by the City for the right to use certain real property and improvements (the “Property”) 
pursuant to a Lease Agreement dated as of August 1, 2012, as supplemented by a First 
Supplement to Lease Agreement, dated as of June 1, 2019 (collectively, the “Lease 
Agreement”), between the City, as lessee, and the Authority, as lessor.  

                                                
* Preliminary; subject to change. 
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Pursuant to a Ground Lease, dated as of August 1, 2012, as supplemented by a First 

Supplement to Ground Lease, dated as of June 1, 2019 (collectively, the “Ground Lease”), the 
City has leased the Property to the Authority.  The Authority has subleased the Property to the 
City under the Lease Agreement.  The Lease Agreement obligates the City to make Base Rental 
Payments to the Authority. 

 
The Trustee and the Authority have entered into an Assignment Agreement, dated as of 

August 1, 2012, as supplemented by a First Supplement to Assignment Agreement, dated as of 
June 1, 2019 (collectively, the “Assignment Agreement”), pursuant to which the Authority has 
assigned to the Trustee for the benefit of the Bond Owners substantially all of the Authority’s right, 
title and interest in and to the Ground Lease and the Lease Agreement, including its right to 
receive the Base Rental Payments due under the Lease Agreement and to enforce any remedies 
in the event of a default by the City. 

 
The City covenants under the Lease Agreement to take such action as may be necessary 

to include all Rental Payments, which are comprised of Base Rental Payments and Additional 
Rental Payments (which include taxes and assessments affecting the Property, administrative 
costs of the Authority relating to the Property, fees and expenses of the Trustee and other 
amounts payable under the Lease Agreement), due under the Lease Agreement as a separate 
line item in its annual budgets and to make the necessary annual appropriations therefor, subject 
to abatement as described in this Official Statement. 

 
Base Rental Payments are subject to complete or partial abatement in the event and to 

the extent that there is substantial interference with the City’s right to use and occupy the Property 
or any portion thereof.  See “RISK FACTORS—Abatement.”  Abatement of Base Rental 
Payments under the Lease Agreement, to the extent payment is not made from alternative 
sources as set forth below, would result in all Bond Owners receiving less than the full amount of 
principal of and interest on the Bonds.  To the extent proceeds of insurance are available, Base 
Rental Payments (or a portion thereof) may be made during periods of abatement. 

 
Limited Obligation. THE SERIES 2019B BONDS ARE SPECIAL OBLIGATIONS OF 

THE AUTHORITY, PAYABLE SOLELY FROM BASE RENTAL PAYMENTS AND THE OTHER 
ASSETS PLEDGED THEREFOR UNDER THE INDENTURE.  NEITHER THE FAITH AND 
CREDIT NOR THE TAXING POWER OF THE AUTHORITY, THE CITY OR THE STATE, OR 
ANY POLITICAL SUBDIVISION THEREOF, IS PLEDGED TO THE PAYMENT OF THE SERIES 
2019B BONDS.  THE AUTHORITY HAS NO TAXING POWER. 

 
THE OBLIGATION OF THE CITY TO MAKE THE BASE RENTAL PAYMENTS DOES 

NOT CONSTITUTE A DEBT OF THE CITY OR THE STATE OR OF ANY POLITICAL 
SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR 
STATUTORY DEBT LIMIT OR RESTRICTION, AND DOES NOT CONSTITUTE AN 
OBLIGATION FOR WHICH THE CITY OR THE STATE IS OBLIGATED TO LEVY OR PLEDGE 
ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE STATE HAS LEVIED OR 
PLEDGED ANY FORM OF TAXATION. 

 
No Debt Service Reserve Fund. The Authority is not funding a debt service reserve fund 

for the Series 2019B Bonds. See “RISK FACTORS – No Reserve Fund.” 
 
Additional Bonds.  The Series 2019B Bonds are being issued on a parity basis with the 

Authority’s Lease Revenue Refunding Bonds, Series 2012A, issued in the initial aggregate 
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principal amount of $41,240,000 and currently outstanding in the aggregate principal amount of 
$[32,780,000] (the “Series 2012A Bonds”).  The Authority may issue additional bonds (the 
“Additional Bonds”) payable from the Base Rental Payments on a parity basis with the Series 
2019B Bonds; the Series 2012A Bonds, Series 2019B Bonds and any Additional Bonds being 
collectively referred to in this Official Statement as the “Bonds.” 

 
Financial Statements.  The City’s financial statements for the fiscal year ended June 30, 

2018, are included as Appendix C and have been audited by Macias Gini & O’Connell LLP, 
Newport Beach, California, independent certified public accountants (the “Auditor”).  See 
“APPENDIX C – AUDITED FINANCIAL STATEMENTS OF THE CITY FOR THE FISCAL YEAR 
ENDED JUNE 30, 2018.”  

 
Continuing Disclosure. The City has agreed to provide, or cause to be provided, to the 

Municipal Securities Rulemaking Board for purposes of Securities and Exchange Commission 
Rule 15c2-12 (the “Rule”) certain annual financial information and operating data and, in a timely 
manner, notice of certain listed events.  See “CONTINUING DISCLOSURE.”  

 
Certain Risk Factors. Certain events could affect the ability of the City to make the Base 

Rental Payments when due.  See “RISK FACTORS” for a discussion of certain factors that should 
be considered, in addition to other matters set forth in this Official Statement, in evaluating an 
investment in the Series 2019B Bonds. 

 
Forward-Looking Statements. The presentation of information, including tables of 

receipt of revenues, is intended to show recent historical information and, except for budget 
discussion for fiscal year 2018-19, is not intended to indicate future or continuing trends in the 
financial position or other affairs of the City.  No representation is made that past experience, as 
it might be shown by such financial and other information, will necessarily continue or be repeated 
in the future. 

 
Official Statement is a Summary. The summaries or references to the Indenture, the 

Lease Agreement, the Ground Lease, the Assignment Agreement and other documents, 
agreements and statutes referred to in this Official Statement, and the description of the Series 
2019B Bonds included in this Official Statement, do not purport to be comprehensive or definitive, 
and such summaries, references and descriptions are qualified in their entireties by reference to 
each such document or statute.  All capitalized terms used in this Official Statement (unless 
otherwise defined in this Official Statement) are defined in the Indenture or the Lease Agreement 
and have the meanings set forth therein. See “APPENDIX B – Summary of the Principal Legal 
Documents.”  

 
 

THE SERIES 2019B BONDS 
 
General 

 
The Series 2019B Bonds will be issued in fully registered form without coupons in 

denominations of $5,000 or any integral multiple thereof.  The Series 2019B Bonds will be dated 
as of and bear interest (calculated on the basis of a 360-day year comprised of twelve 30-day 
months) from the dated date thereof at the rates set forth on the inside cover page.  Interest on 
the Series 2019B Bonds will be paid semiannually on May 1 and November 1 (each, an “Interest 
Payment Date”) of each year, commencing [November 1, 2019]. 
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Interest on the Series 2019B Bonds will be payable from the Interest Payment Date next 
preceding the date of authentication thereof unless (i) a Series 2019B Bond is authenticated on 
or before an Interest Payment Date and after the close of business on the preceding Record Date, 
in which event it will bear interest from such Interest Payment Date, (ii) a Series 2019B Bond is 
authenticated on or before the first Record Date, in which event interest thereon will be payable 
from the dated date thereof, or (iii) interest on any Series 2019B Bond is in default as of the date 
of authentication thereof, in which event interest thereon will be payable from the date to which 
interest has been paid in full, payable on each Interest Payment Date.  Interest will be paid in 
lawful money of the United States on each Interest Payment Date to the Persons in whose names 
the ownership of the Series 2019B Bonds is registered on the Registration Books at the close of 
business on the immediately preceding Record Date, except as provided below.  Interest will be 
paid by check of the Trustee mailed by first class mail, postage prepaid, on each Interest Payment 
Date to the Series 2019B Bond Owners at their respective addresses shown on the Registration 
Books as of the close of business on the preceding Record Date. 

 
The principal and premium, if any, of the Series 2019B Bonds will be payable in lawful 

money of the United States of America upon presentation and surrender thereof upon maturity or 
earlier redemption at the Office of the Trustee.  The Series 2019B Bonds will be subject to 
redemption as set forth in this Official Statement. 

 
Registration, Transfers and Exchanges 

 
The Series 2019B Bonds will be issued as fully registered bonds, registered in the name 

of Cede & Co. as nominee of DTC, and will be available to actual purchasers of the Series 2019B 
Bonds (the “Beneficial Owners”) in denominations of $5,000 or any integral multiple thereof, 
under the book-entry system maintained by DTC, only through brokers and dealers who are or 
act through DTC Participants (as defined in Appendix F) as described in this Official Statement.  
Beneficial Owners will not be entitled to receive physical delivery of the Series 2019B Bonds.  See 
“THE SERIES 2019B BONDS—Book-Entry Only System.” 

 
Redemption* 

 
Extraordinary Redemption from Condemnation Award or Insurance Proceeds.  The 

Series 2019B Bonds shall be subject to redemption, in whole or in part, on any date, in Authorized 
Denominations, from and to the extent of any Net Insurance Proceeds received with respect to 
all or a portion of the Property, deposited by the Trustee in the Redemption Fund pursuant to the 
Indenture, at a Redemption Price equal to the principal amount of the Series 2019B Bonds to be 
redeemed, plus accrued interest thereon to the date of redemption, without premium. 

 
Optional Redemption.  The Series 2019B Bonds maturing on or after November 1, 20__, 

shall be subject to optional redemption, in whole or in part, on any date on or after November 1, 
20__, in Authorized Denominations, from and to the extent of prepaid Base Rental Payments paid 
pursuant to the Lease Agreement, at a Redemption Price equal to the principal amount of the 
Series 2019B Bonds to be redeemed, plus accrued interest thereon to the date of redemption. 

 
Mandatory Sinking Fund Redemption.  The Series 2019B Bonds with stated maturities 

on November 1, 20__ are subject to mandatory sinking fund redemption in part (by lot) on each 
November 1 on and after November 1, 20__, in integral multiples of $5,000 at a Redemption Price 

                                                
* Preliminary; subject to change. 
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equal to the principal amount thereof plus accrued interest to the date fixed for redemption, without 
premium, in accordance with the following schedule: 

 
Redemption Date 

(November 1) 
Principal 
Amount 

 $ 
  

(Maturity) (Maturity) 
 
The Series 2019B Bonds with stated maturities on November 1, 20__ are subject to 

mandatory sinking fund redemption in part (by lot) on each November 1 on and after November 
1, 20__, in integral multiples of $5,000 at a Redemption Price equal to the principal amount thereof 
plus accrued interest to the date fixed for redemption, without premium, in accordance with the 
following schedule: 

 
 

Redemption Date 
(November 1) 

Principal 
Amount 

 $ 
  

(Maturity) (Maturity) 
 
Selection of Bonds for Redemption.  Whenever provision is made in the Indenture for 

the redemption of less than all of the Bonds, the Trustee will select the Bonds to be redeemed 
from all Bonds not previously called for redemption (a) with respect to any optional redemption of 
Bonds, among maturities of Bonds as directed in a Written Request of the Authority, (b) with 
respect to any redemption from and to the extent of any insurance proceeds or condemnation 
award received with respect to all or a portion of the Property and the corresponding provision of 
any Supplemental Indenture pursuant to which Additional Bonds are issued, among maturities of 
all Series of Bonds on a pro rata basis as nearly as practicable, and (c) with respect to any other 
redemption of Additional Bonds, among maturities as provided in the Supplemental Indenture 
pursuant to which such Additional Bonds are issued, and by lot among Bonds of the same Series 
with the same maturity in any manner which the Trustee in its sole discretion will deem appropriate 
and fair.  For purposes of such selection, all Bonds will be deemed to be comprised of separate 
$5,000 denominations, and such separate denominations will be treated as separate Bonds that 
may be separately redeemed. 

 
Notice of Redemption.  So long as the Bonds are held in book-entry form, notices of 

redemption will be mailed by the Trustee only to DTC and not to any Beneficial Owners.  The 
Trustee on behalf and at the expense of the Authority will mail (by first class mail) notice of any 
redemption to the respective Owners of any Bonds designated for redemption at their respective 
addresses appearing on the Registration Books, to the Securities Depositories and to one or more 
Information Services, at least 20 but not more than 60 days prior to the date fixed for redemption.  
Such notice will state the date of the notice, the redemption date, the redemption place and the 
Redemption Price and will designate the CUSIP numbers, the Bond numbers and the maturity or 
maturities (except in the event of redemption of all of the Bonds of such maturity or maturities in 
whole) of the Bonds to be redeemed, and will require that such Bonds be then surrendered at the 
principal corporate trust office of the Trustee for redemption at the Redemption Price, giving notice 
also that further interest on such Bonds will not accrue from and after the date fixed for 
redemption.   
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A redemption notice may state that the redemption is conditioned upon sufficient funds 

being on deposit on the redemption date to redeem the Bonds so called for redemption.  Neither 
the failure to receive any notice so mailed, nor any defect in such notice, will affect the validity of 
the proceedings for the redemption of the Bonds or the cessation of accrual of interest thereon 
from and after the date fixed for redemption. 

 
Partial Redemption of Bonds.  Upon surrender of any Bonds redeemed in part only, the 

Authority will execute and the Trustee will authenticate and deliver to the Owner thereof, at the 
expense of the Authority, a new Bond or Bonds of the same Series in authorized denominations 
equal in aggregate principal amount representing the unredeemed portion of the Bonds 
surrendered. 

 
Effect of Notice of Redemption.  If a redemption notice has been mailed, and moneys 

for the Redemption Price, and the interest to the applicable date fixed for redemption, have been 
set aside in the Redemption Fund, the Bonds will become due and payable on the redemption 
date, and, upon presentation and surrender of a Bond at the principal corporate trust office of the 
Trustee, the Authority will pay the Redemption Price of the Bond, together with interest accrued 
and unpaid to said date. 

 
If, on the date fixed for redemption, moneys for the Redemption Price of all the Bonds to 

be redeemed, together with interest to said date, will be held by the Trustee so as to be available 
therefor on such date, and, if a notice of redemption has been mailed and not canceled, then, 
from and after said date, interest on the Bonds to be redeemed will cease to accrue and become 
payable.  All moneys held by or on behalf of the Trustee for the redemption of Bonds will be held 
in trust for the account of the Owners of the Bonds so to be redeemed without liability to such 
Owners for interest thereon. 

 
Book-Entry Only System 

 
General.  DTC will act as securities depository for the Series 2019B Bonds.  The Series 

2019B Bonds will be issued as fully-registered bonds registered in the name of Cede & Co. (DTC’s 
partnership nominee).  One fully-registered Series 2019B Bond will be issued for each maturity 
of the Series 2019B Bonds, each in the initial aggregate principal amount of such maturity, and 
will be deposited with DTC.  See “APPENDIX F – Book-Entry Only System.” 

 
Transfer and Exchange of Bonds.  The following provisions regarding the exchange and 

transfer of the Series 2019B Bonds apply only during any period in which the Series 2019B Bonds 
are not subject to DTC’s book- entry system.  While the Series 2019B Bonds are subject to DTC’s 
book-entry system, their exchange and transfer will be effected through DTC and the Participants 
and will be subject to the procedures, rules and requirements established by DTC. 

 
Any Bond may, in accordance with its terms, be transferred upon the books required to be 

kept by the Trustee pursuant to the provisions of the Indenture by the Person in whose name it is 
registered, in person or by his or her duly authorized attorney, upon surrender of such Bond for 
cancellation, accompanied by delivery of a written instrument of transfer, duly executed in a form 
acceptable to the Trustee.  Whenever any Bond or Bonds will be surrendered for transfer, the 
Authority will execute and the Trustee will authenticate and will deliver a new Bond or Bonds of 
the same Series in a like aggregate principal amount, in any Authorized Denomination.  The 
Trustee will require the Bond Owner requesting such transfer to pay any tax or other governmental 
charge required to be paid with respect to such transfer. 



 

7 

 
The Bonds may be exchanged at the principal corporate trust office of the Trustee for a 

like aggregate principal amount of Bonds of the same Series of other authorized denominations.  
The Trustee will require the payment by the Bond Owner requesting such exchange of any tax or 
other governmental charge required to be paid with respect to such exchange. 

 
The Trustee will not be obligated to make any transfer or exchange of Bonds of a Series 

during the period established by the Trustee for the selection of Bonds of such Series for 
redemption, or with respect to any Bonds of such Series selected for redemption. 

 
 
SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2019B BONDS 

 
Pledge of Revenues 

 
The Series 2019B Bonds are equally and ratably payable from and secured by Base 

Rental Payments and certain amounts on deposit in the funds and accounts established under 
the Indenture.  Base Rental Payments will be paid by the City from any and all legally available 
funds. See “CITY OF RIVERSIDE,” “CITY OF RIVERSIDE FINANCES” and “RISK FACTORS.”  
The City has covenanted in the Lease Agreement to take such action as may be necessary to 
include all Base Rental Payments and Additional Rental Payments due under the Lease 
Agreement as a separate line item in its annual budgets and to make the necessary annual 
appropriations therefor. 

 
The Authority, pursuant to the Assignment Agreement, has assigned to the Trustee for the 

benefit of the Series 2019B Bond Owners all of the Authority’s right, title and interest in and to the 
Ground Lease and the Lease Agreement, including, without limitation, its right to receive Base 
Rental Payments to be paid by the City under and pursuant to the Lease Agreement; provided 
that, the Authority retains the rights to indemnification, to give approvals and consents under the 
Lease Agreement, and to payment of reimbursement of its reasonable costs and expenses under 
the Lease Agreement.  The City pays Base Rental Payments directly to the Trustee, as assignee 
of the Authority.  See “—Base Rental Payments” below.  Pursuant to the Indenture, the Authority 
may issue Additional Bonds payable from the Base Rental Payments on a parity with the Series 
2019B Bonds.  See “APPENDIX B – Summary of the Principal Legal Documents.”  

 
Subject only to the provisions of the Indenture permitting the application thereof for the 

purposes and on the terms and conditions set forth in the Indenture, all of the Base Rental 
Payments and any other amounts (including proceeds of the sale of the Series 2019B Bonds) 
held in the Base Rental Payment Fund, the Interest Fund, the Principal Fund and the Redemption 
Fund are pledged by the Authority pursuant to the Indenture to secure the payment of the principal 
of, premium, if any, and interest on the Series 2019B Bonds and the Series 2012A Bonds, on a 
parity basis, in accordance with their terms, the provisions of the Indenture and the Act.  Said 
pledge constitutes a first lien on such assets. 

 
THE SERIES 2019B BONDS ARE SPECIAL OBLIGATIONS OF THE AUTHORITY, 

PAYABLE SOLELY FROM BASE RENTAL PAYMENTS AND THE OTHER ASSETS PLEDGED 
THEREFOR UNDER THE INDENTURE.  NEITHER THE FAITH AND CREDIT NOR THE 
TAXING POWER OF THE AUTHORITY, THE CITY OR THE STATE, OR ANY POLITICAL 
SUBDIVISION THEREOF, IS PLEDGED TO THE PAYMENT OF THE SERIES 2019B BONDS.  
THE AUTHORITY HAS NO TAXING POWER. 
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Additional Bonds 
 
The Series 2019B Bonds are being issued on a parity basis with the Series 2012A Bonds.  

The Authority may issue additional bonds (“Additional Bonds”) payable from Base Rental 
Payments on a parity basis with the Series 2019B Bonds. See “APPENDIX B – Summary of the 
Principal Legal Documents” for a summary of the conditions and procedures for issuance of 
Additional Bonds. 
 
Base Rental Payments 

 
General. Rental Payments, including Base Rental Payments, will be paid by the City to 

the Authority for and in consideration of the right to use and occupy the Property and in 
consideration of the continued right to the quiet use and enjoyment thereof during each Rental 
Period for which such Rental Payments are to be paid.  Each Base Rental Payment will be 
deposited with the Trustee no later than the 15th day of the month next preceding each Interest 
Payment Date (the “Base Rental Deposit Date”).  All Base Rental Payments will be paid directly 
by the City to the Trustee, and if received by the Authority at any time will be transferred by the 
Authority to the Trustee within one Business Day after the receipt thereof.  All Base Rental 
Payments received by the Trustee will be deposited by the Trustee in the Base Rental Payment 
Fund. 

 
Pursuant to the Indenture, on the Business Day immediately preceding each Interest 

Payment Date and on the Business Day immediately preceding each November 1 for so long as 
the Series 2019B Bonds are Outstanding, the Trustee will transfer amounts in the Base Rental 
Payment Fund as are necessary to the Interest Fund and the Principal Fund to provide for the 
payment of the interest on and principal of the Series 2019B Bonds on the applicable Interest 
Payment Date. 

 
Base Rental Payment Schedule. Scheduled Base Rental Payments relating to the 

Series 2019B Bonds are set forth below under the heading “FINANCING PLAN – Base Rental 
Payment Schedule.” 

 
Covenant to Budget and Appropriate. The City covenants in the Lease Agreement to 

take such action as may be necessary to include all Rental Payments due under the Lease 
Agreement as a separate line item in its annual budgets and to make necessary annual 
appropriations for all such Rental Payments.  The City covenants to deliver to the Authority and 
the Trustee a Certificate of the City stating that its final annual budget includes all Base Rental 
Payments due in such fiscal year within 10 days after the filing or adoption of the final annual 
budget.  The Lease Agreement declares that these covenants are and shall be construed to be 
duties imposed by law and that it is the duty of each and every public official of the City to take 
such action and do such things as are required by law in the performance of the official duty of 
such officials to enable the City to carry out and perform the City’s covenants and agreements 
under the Lease Agreement. See, however, “-Abatement” below. 

 
Limited Obligation. THE OBLIGATION OF THE CITY TO MAKE THE BASE RENTAL 

PAYMENTS DOES NOT CONSTITUTE A DEBT OF THE CITY OR THE STATE OR OF ANY 
POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR 
STATUTORY DEBT LIMIT OR RESTRICTION, AND DOES NOT CONSTITUTE AN 
OBLIGATION FOR WHICH THE CITY OR THE STATE IS OBLIGATED TO LEVY OR PLEDGE 
ANY FORM OF TAXATION OR FOR WHICH THE CITY OR THE STATE HAS LEVIED OR 
PLEDGED ANY FORM OF TAXATION. 
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Additional Rental Payments 

 
For the right to use and occupy the Property, the Lease Agreement requires the City to 

pay, as Additional Rental Payments, such amounts as will be required for the payment of the 
following: 

 
(i) All taxes and assessments of any type or nature charged to the Authority 

or the City or affecting the Property or the respective interests or estates of the Authority 
or the City therein. 

 
(ii) All reasonable administrative costs of the Authority relating to the Property 

including, but without limiting the generality of the foregoing, salaries, wages, fees and 
expenses, compensation and indemnification of the Trustee payable by the Authority 
under the Indenture, fees of auditors, accountants, attorneys or engineers, and all other 
necessary and reasonable administrative costs of the Authority or charges required to be 
paid by it in order to maintain its existence or to comply with the terms of the Indenture or 
the Lease Agreement or to defend the Authority and its members, officers, agents and 
employees. 

 
(iii) Insurance premiums for all insurance required pursuant to the Lease 

Agreement. 
 
(iv) Any amounts with respect to the Lease Agreement or the Bonds required 

to be rebated to the federal government in accordance with section 148(f) of the Internal 
Revenue Code of 1986. 

 
(v) All other payments required to be paid by the City under the provisions of 

the Lease Agreement or the Indenture. 
 
Amounts constituting Additional Rental Payments payable under the Lease Agreement 

will be paid by the City directly to the person or persons to whom such amounts will be payable.  
The City will pay all such amounts when due or at such later time as such amounts may be paid 
without penalty or, in any other case, within 60 days after notice in writing from the Trustee to the 
City stating the amount of Additional Rental Payments then due and payable and the purpose 
thereof. 

 
Abatement 

 
Base Rental Payments and Additional Rental Payments are paid by the City in each Rental 

Period for and in consideration of the right to use and occupy the Property.  Except as otherwise 
specifically provided in the Lease Agreement, during any period in which, by reason of material 
damage to, or destruction or condemnation of, the Property, or any defect in title to the Property, 
there is substantial interference with the City’s right to use and occupy any portion of the Property, 
Rental Payments will be subject to abatement proportionately, and the City waives the benefits of 
Civil Code Sections 1932(1), 1932(2) and 1933(4) and any and all other rights to terminate the 
Lease Agreement by virtue of any such interference, and the Lease Agreement will continue in 
full force and effect.  The amount of such abatement will be agreed upon by the City and the 
Authority; provided, however, that the Rental Payments due for any Rental Period will not exceed 
the annual fair rental value of that portion of the Property available for use and occupancy by the 
City during such Rental Period.  Any such abatement will continue for the period commencing 
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with the date of interference resulting from such damage, destruction, condemnation or title defect 
and, with respect to damage to or destruction of the Property, ending with the substantial 
completion of the work of repair or replacement of the Property, or the portion thereof so damaged 
or destroyed; and the term of the Lease Agreement will be extended as provided in the Lease 
Agreement, except that the term will in no event be extended ten years beyond the stated 
termination date of the Lease Agreement.  The Trustee cannot terminate the Lease Agreement 
in the event of such substantial interference.  Abatement of Base Rental Payments and Additional 
Rental Payments is not an event of default under the Lease Agreement and does not permit the 
Trustee to take any action or avail itself of any remedy against the City.  See “APPENDIX B – 
Summary of the Principal Legal Documents.”  

 
Notwithstanding the foregoing, to the extent that moneys are available for the payment of 

Rental Payments due under the Lease Agreement in any of the funds and accounts established 
under the Indenture (including as a result of the availability of insurance proceeds), such Rental 
Payments will not be abated as provided above but, rather, will be payable by the City as a special 
obligation payable solely from said funds and accounts. 

 
Substitution, Addition and Removal of Property 

 
Effective upon the issuance of the Series 2019B Bonds, the Lease Agreement is being 

amended to modify certain requirements related to the substitution, release or addition of the 
Property.  The provisions related to substitution, release or addition, as amended, are 
summarized below. 

 
The Authority and the City may amend the Lease Agreement to substitute alternate real 

property for any portion of the Property, add additional real property to the Property or to release 
a portion of the Property from the Lease Agreement, upon compliance with all of the conditions 
set forth in the Lease Agreement and described below.  After a substitution or release, the portion 
of the Property for which the substitution or release has been effected will be released from the 
leasehold encumbrance of the Lease Agreement.   

 
The Lease Agreement provides that there will be no reduction in or abatement of the Base 

Rental Payments due from the City as a result of such substitution, release or addition.  Any such 
substitution, release, or addition, will be subject to the following specific conditions precedent: 

 
(a) A Written Certificate of the City to the effect that the Property, as constituted 

after such substitution, release or addition, (i) has an annual fair rental value at least equal 
to the maximum Base Rental Payments payable by the City in any Rental Period, and 
(ii) has a useful life in excess of the final maturity of any Outstanding Bonds. 

 
(b) With respect to any substituted or added property, the City will have 

obtained or caused to be obtained a CLTA or ALTA title insurance policy or policies with 
respect to the Property (as such term is defined after such substitution or addition) in an 
amount at least equal to the aggregate principal amount of any Outstanding Bonds, of the 
type and with the endorsements described in the Lease Agreement. 

 
 

(c) The City, the Authority and the Trustee will have executed, and the City will 
have caused to be recorded with the Riverside County Recorder, any document necessary 
to reconvey to the City the portion of the Property being released and to include any 
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substituted or added real property in the description of the Property contained in the Lease 
Agreement and in the Ground Lease. 

 
(d) The City will have provided notice of such release, substitution or addition 

to each rating agency then rating the Bonds. 
 
[Notwithstanding the foregoing, upon the filing by the City of the Completion Certificate, 

the City may release some or all of the Property, without complying with subsections (b) and (d) 
above, provided that the City certifies to the Trustee that at least 90% of the proceeds of the 
Series 2019B Bonds deposited into the Project Fund have been applied toward the construction 
of the Library Project (as defined in the Lease Agreement) or other eligible projects as permitted 
by the Tax Certificate executed in connection with the Series 2019B Bonds.] 

See “APPENDIX B – Summary of the Principal Legal Documents” for additional details 
related to substitution, addition and release of Property.  See “FINANCING PLAN” for a 
description of the Library Project anticipated to be funded with the proceeds of the Series 2019B 
Bonds. 

Action on Default 
 
Should the City default under the Lease Agreement, the Trustee, as assignee of the 

Authority under the Lease Agreement, may terminate the Lease Agreement and recover certain 
damages from the City, or may retain the Lease Agreement and hold the City liable for all Base 
Rental Payments thereunder on an annual basis, and will have the right to re-enter and re-let the 
Property.  In the event such re-letting occurs, the City would be liable for any resulting deficiency 
in Base Rental Payments.  Rental Payments may not be accelerated upon a default under the 
Lease Agreement.  See “RISK FACTORS—Limited Recourse on Default; No Acceleration of 
Base Rental.” 

 
For purposes of certain actions of Series 2019B Bond Owners under the Indenture and 

the Lease Agreement, such as certain consents and amendments and the direction of remedies 
following default, Series 2019B Bond Owners do not act alone and may not control such matters 
to the extent such matters are not supported by the requisite number of the Owners of all Bonds 
and Additional Bonds, if any. 

 
For a description of the events of default and permitted remedies of the Trustee (as 

assignee of the Authority) contained in the Lease Agreement and the Indenture, see “APPENDIX 
B – Summary of the Principal Legal Documents.”  

 
No Reserve Fund 

 
The Authority has not funded a reserve fund in connection with the issuance of the Series 

2019B Bonds. 
 

Insurance 
 
The Lease Agreement requires the City to maintain or cause to be maintained, throughout 

the term of the Lease Agreement, a standard commercial general liability insurance policy or 
policies in protection of the City, the Authority and their respective members, officers, agents, and 
employees, and worker’s compensation insurance as described in “APPENDIX B – Summary of 
the Principal Legal Documents.” The Lease Agreement also requires the City to maintain or 



 

12 

caused to be maintained fire, lightning and special extended coverage insurance (which will 
include coverage for vandalism and malicious mischief, but need not include coverage for 
earthquake damage) on all improvements constituting any part of the Property in an amount equal 
to the greater of 100% of the replacement cost of such improvements or 100% of the outstanding 
principal amount of the Bonds.  Each such policy of insurance will contain a standard replacement 
cost endorsement providing for no deduction for depreciation and a stipulated amount 
endorsement.  All insurance required to be maintained pursuant to the Lease Agreement may be 
subject to a deductible in an amount not to exceed $500,000.   

 
The Lease Agreement requires the City to maintain rental interruption insurance to cover 

the Authority’s loss, total or partial, of Base Rental Payments resulting from the loss, total or 
partial, of the use of any part of the Property as a result of any of the hazards covered by the 
casualty insurance described in the preceding paragraph, in an amount sufficient at all times to 
pay an amount not less than the product of two times the maximum amount of Base Rental 
Payments scheduled to be paid during any Rental Period.  The City is not permitted to self-insure 
its obligation to maintain rental interruption insurance. 

 
The City is required under the Lease Agreement to provide, at its own expense, one or 

more CLTA or ALTA title insurance policies for the Property, in the aggregate amount of not less 
than the initial aggregate principal amount of the Series 2019B Bonds, insuring the fee interest of 
the City in the Property, the Authority’s leasehold estate in the Property under the Ground Lease, 
and the City’s subleasehold estate in the Property under the Lease Agreement, subject only to 
Permitted Encumbrances, and providing that all proceeds thereunder are payable to the Trustee 
for the benefit of the Owners. 

 
The City’s obligation to maintain the insurance described above (except for rental 

interruption insurance) may be satisfied by self-insurance, provided such self-insurance complies 
with the requirements of the Lease Agreement.  See “APPENDIX B – Summary of the Principal 
Legal Documents.” 
  



 

13 

FINANCING PLAN 
 
Financing Purpose.  The net proceeds of the sale of the Series 2019B Bonds will be 

used to: (i) finance the acquisition and construction of certain capital improvements as may be 
designated from time to time, including but not limited to a new main public library and related 
improvements, to be owned by the City (the “New Main Library”) and (ii) pay the costs of issuing 
the Series 2019B Bonds.    

 
The New Main Library will be located at 3775 Fairmont Avenue (sometimes also referred 

to as 3911 University Avenue), on an approximately 2.7 acre site, and is expected to consist of a 
three-story, approximately 42,000 square-foot building that will be elevated by a 30-foot pedestal 
to create an outdoor arcade and pedestrian walkway.  The estimated cost of the New Main Library 
(including a 10%-contingency, design fees, project management costs, and furniture, fixtures and 
equipment) is approximately $43.3 million.  Construction is currently underway, and the New Main 
Library is scheduled to open by summer 2020.  In addition to proceeds of the Series 2019B Bonds, 
the City anticipates using Measure Z funds and grants to fund construction. 

 
Estimated Sources and Uses of Funds. The estimated sources and uses of funds with 

respect to the Series 2019B Bonds are shown below. 
 
Sources  
Principal Amount of Series 2019B Bonds  
Plus/Less: Net Original Issue Premium/Original Issue Discount  
Total Sources  
  
Uses  
Project Fund  
Cost of Issuance Fund(1)  
Total Uses  

    
(1) Includes legal, rating agency, printing fees and other miscellaneous costs of issuance. 
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Base Rental Payment Schedule. Set forth below is the annual schedule of Base Rental 

Payments, which corresponds with the schedule of debt service payments for the Series 2019B 
Bonds (except that (i) the Interest Payment Dates for the Series 2019B Bonds are May 1 and 
November 1 and (ii) payments of principal on the Series 2019B Bonds are made according to the 
maturity schedule contained on the inside cover page of this Official Statement): 

 
Lease 

Payment Date 
Series 2019B 

Principal 
Series 2019B 

Interest 
Series 2019B – 
Total Payments 

    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    
    

Total    
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THE PROPERTY 
 
The Property consists of (1) the City Hall complex, (2) the Police Patrol Facility, (3) the 

General Services Administrative Building, and (4) Bobby Bonds Park and buildings located there.  
Each of these assets is described below.  The City has estimated that the fair market rental value 
of all of the Property, in aggregate, is at least equal to the outstanding par amount of the Series 
2012A Bonds and Series 2019B Bonds. 

 
City Hall Complex. The City Hall complex consists of a seven-story office building 

complex, City council chambers, a four-level parking garage, a balcony and rooftop area, 
including storage space and a heliport, a utility building and a basement.  The complex is located 
on a total land area of 3.766 acres and includes 262,789 square feet of usable space in the 
downtown area of the City.  The City Hall complex has a concrete foundation with solid brick walls. 
Its lateral force-resisting system consists of a steel moment frame. 

 
Police Patrol Facility. The Police Patrol Facility, which was originally constructed in 1988 

and renovated in 2009, includes approximately 26,250 square feet on a 16.08 acre parcel. The 
Police Patrol Facility was constructed in accordance with the California Building Code in effect at 
the time of its construction. It has a concrete foundation with solid brick walls, and its lateral force-
resisting system consists of reinforced shear walls.  

 
General Services Administrative Building.  The General Services Administrative 

Building is located on a 17.73 acre parcel (including the adjacent parking lot), and originally 
included approximately 72,700 square feet of usable space.  Built in 1963, the building is 
constructed of reinforced masonry.  In 2012, a new reception area and blue room were added to 
the building, adding approximately 20,000 square feet for a total of approximately 92,700 square 
feet. 

 
Bobby Bonds Park and Buildings.  Bobby Bonds Park is approximately 14.5 acres in 

size, and contains a baseball field, basketball court and other play areas.  The buildings located 
at Bobby Bonds Park consist of the Cesar Chavez Community Center (approximately 37,604 
square feet in size) and the Youth Opportunity Center/Gym (approximately 13,239 square feet in 
size).  The Community Center is a 2-story building built in 1940, all of wood-frame materials.  The 
Youth Opportunity Center is a 1-story building built in 1950, built of masonry with a wood roof. 

 
Substitution and Release; New Main Library. The City has the right to substitute or 

release all or portion of the Property subject to certain conditions precedent.  See “SECURITY 

AND SOURCES OF PAYMENT FOR THE SERIES 2019B BONDSSubstitution and Removal 
of Property.”   

 
The net proceeds of the Series 2019B Bonds (together with other available funds) are 

expected to be used to construct the New Main Library, at an estimated cost of approximately 
$43.3 million.  See “FINANCING PLAN.”  Upon completion of construction, the City anticipates 
substituting the New Main Library as the Property being leased under the Lease Agreement, and 
releasing some or all of the Property described above.   
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THE CITY 
 
See “APPENDIX A – CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL 

INFORMATION” for certain financial and demographic information about the City, including its 
General Fund. 

 
 

THE AUTHORITY 
 
The Riverside Public Financing Authority exists pursuant to the provisions of Article I of 

Chapter 5 of Division 7 of Title 1 of the State Government Code and a Joint Exercise of Powers 
Agreement, dated as of December 15, 1987, as subsequently amended (the “JPA Agreement”), 
by and between the City, the Redevelopment Agency of the City of Riverside (the “Former 
Agency”), now succeeded by the Successor Agency to the Redevelopment Agency of the City of 
Riverside (the “Successor Agency”) and the Parking Authority of the City of Riverside.  The 
Authority has no financial liability to the Owners of the Series 2019B Bonds with respect to the 
payment of Base Rental Payments by the City or with respect to the performance by the City of 
the other agreements and covenants it is required to perform. 

 
The State adopted ABx1 26 on June 28, 2011, pursuant to which the Former Agency was 

dissolved and the City acts as the Successor Agency. Pursuant to Section 34178(b)(3) of the 
Community Redevelopment Law, as amended by ABx1 26, the JPA Agreement is not invalid as 
a result of the dissolution of the Former Agency. 

 
 

 
RISK FACTORS 

 
The following factors, along with the other information in this Official Statement, should be 

considered by potential investors in evaluating the purchase of the Series 2019B Bonds.  
However, they do not purport to be an exhaustive listing of risks and other considerations that 
may be relevant to an investment in the Series 2019B Bonds.  In addition, the order in which the 
following factors are presented is not intended to reflect the relative importance of any such risks. 

 
General Considerations 

 
The Series 2019B Bonds are special obligations of the Authority, payable solely from Base 

Rental Payments and the other assets pledged under the Indenture.  Neither the faith and credit 
nor the taxing power of the Authority, the City or the State, or any political subdivision thereof, is 
pledged to the payment of the Series 2019B Bonds.  The Authority has no taxing power. 

 
The obligation of the City to make the Base Rental Payments does not constitute a debt 

of the City or the State or of any political subdivision thereof within the meaning of any 
constitutional or statutory debt limit or restriction, and does not constitute an obligation for which 
the City or the State is obligated to levy or pledge any form of taxation or for which the City or the 
State has levied or pledged any form of taxation. 

 
Although the Lease Agreement does not create a pledge, lien or encumbrance upon the 

funds of the City, the City is obligated under the Lease Agreement to pay the Base Rental 
Payments and Additional Rental Payments from any source of legally available funds and the City 
has covenanted in the Lease Agreement that it will take such action as may be necessary to 
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include all Base Rental Payments and Additional Rental Payments due under the Lease 
Agreement as a separate line item in its annual budgets and to make necessary annual 
appropriations for all such Rental Payments, subject to abatement.  The City is currently liable 
and may become liable on other obligations payable from general fund revenues. 

 
To the extent that additional general fund obligations are incurred by the City, the funds 

available to make Base Rental Payments may be decreased.  In the event the City’s revenue 
sources are less than its total obligations, the City could choose to fund other activities before 
making Base Rental Payments and other payments due under the Lease Agreement.  The same 
result could occur if, because of California Constitutional limits on expenditures, the City is not 
permitted to appropriate and spend all of its available revenues; however, the City’s 
appropriations have never exceeded the limitation on appropriations under Article XIIIB of the 
California Constitution.  See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES 
AND APPROPRIATIONS—Article XIIIB of the California Constitution.” 

 
Abatement 

 
In the event of substantial interference with the City’s right to use and occupy any portion 

of the Property by reason of damage to, or destruction or condemnation of the Property, or any 
defects in title to the Property, Base Rental Payments will be subject to abatement.  See 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2019B BONDS—Abatement.”  
In the event that such portion of the Property, if damaged or destroyed by an insured casualty, 
could not be replaced during the period of time in which proceeds of the City’s rental interruption 
insurance will be available in lieu of Base Rental Payments, plus the period for which funds are 
available from the funds and accounts established under the Indenture, or in the event that 
casualty insurance proceeds are insufficient to provide for complete repair or replacement of such 
portion of the Property or redemption of the Series 2019B Bonds, there could be insufficient funds 
to make payments to Owners in full.  The Authority has not funded a reserve fund for the Series 
2019B Bonds. 

 
It is not possible to predict the circumstances under which such an abatement of rental 

may occur.  In addition, there is no statute, case or other law specifying how such an abatement 
of rental should be measured.  For example, it is not clear whether fair rental value is established 
as of commencement of the lease or at the time of the abatement.  If the latter, it may be that the 
value of the Property is substantially higher or lower than its value at the time of the execution 
and delivery of the Series 2019B Bonds.  Abatement, therefore, could have an uncertain and 
material adverse effect on the security for and payment of the Series 2019B Bonds. 

 
If damage, destruction, title defect or eminent domain proceedings with respect to the 

Property results in abatement of the Base Rental Payments related to such Property, and if any 
abated Base Rental Payments, together with moneys from rental interruption or use and 
occupancy insurance (in the event of any insured loss due to damage or destruction), and any 
eminent domain proceeds are insufficient to make all payments of principal and interest with 
respect to the Series 2019B Bonds during the period that the Property is being replaced, repaired 
or reconstructed, then all or a portion of such payments of principal and interest may not be made.  
Under the Lease Agreement and the Indenture, no remedy is available to the Series 2019B Bond 
Owners for nonpayment under such circumstances. 

 
No Reserve Fund 

 
The Authority has not funded a reserve fund for the Series 2019B Bonds. 
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Covenant to Budget and Appropriate 
 

Under the Lease Agreement, the City has covenanted to take such actions as are 
necessary to include the Base Rental Payments and the estimated Additional Rental Payments 
in its annual budgets and to make the necessary annual appropriations for all Base Rental 
Payments.  Such covenant is deemed to be a duty imposed by law, and it is the duty of the public 
officials of the City to take such actions and do such things as are required by law in the 
performance of the official duty of such officials to enable such entity to carry out and perform 
such covenants.  A court, however, in its discretion may decline to enforce such covenant.  Upon 
execution and delivery of the Series 2019B Bonds, Bond Counsel will render its opinion 
(substantially in the form of Appendix D) to the effect that, subject to certain limitations and 
qualifications, the Lease Agreement constitutes a valid and binding obligation of the City. 

 
See, however, “– Abatement” above. 
 

Eminent Domain 
 
If all of the Property (or portions thereof such that the remainder is not usable for the public 

purposes by the City) is taken permanently under the power of eminent domain or sold to a 
government threatening to exercise the power of eminent domain, the term of the Lease 
Agreement will cease as of the day possession is taken.  If less than all of the Property is taken 
permanently, or if the Property or any part thereof is taken temporarily, under the power of eminent 
domain, and the remainder is usable for public purposes by the City at the time of such taking, 
(1) the Lease Agreement will continue in full force and effect as to such remainder, and will not 
be terminated by virtue of such taking, and (2) there will be a partial abatement of Base Rental 
Payments as a result of the application of the Net Insurance Proceeds of any eminent domain 
award to the prepayment of the Base Rental Payments, in an amount to be agreed upon by the 
City and the Authority such that the resulting Base Rental Payments represent fair consideration 
for the use and occupancy of the remaining usable portion of the Property.   

 
Limited Recourse on Default; No Acceleration of Base Rental 

 
Failure by the City to make Base Rental Payments or other payments required to be made 

under the Lease Agreement, or failure to observe and perform any other terms, covenants or 
conditions contained in the Lease Agreement or in the Indenture for a period of 30 days or such 
additional time as is reasonably required to correct a default after written notice of such default 
and request that it be remedied has been given to the City by the Authority or the Trustee, 
constitute events of default under the Lease Agreement and permit the Trustee or the Authority 
to pursue any and all remedies available.  In the event of a default, notwithstanding anything in 
the Lease Agreement or in the Indenture to the contrary, there will be no right under any 
circumstances to accelerate the Base Rental Payments or otherwise declare any Base Rental 
Payments not then in default to be immediately due and payable, nor will the Authority or the 
Trustee have any right to re-enter or re-let the Property except as described in the Lease 
Agreement. 

 
The enforcement of any remedies provided in the Lease Agreement and the Indenture 

could prove both expensive and time consuming.  If the City defaults on its obligation to make 
Base Rental Payments with respect to the Property, the Trustee, as assignee of the Authority, 
may retain the Lease Agreement and hold the City liable for all Base Rental Payments thereunder 
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on an annual basis and enforce any other terms or provisions of the Lease Agreement to be kept 
or performed by the City. 

 
Alternatively, the Authority or the Trustee may terminate the Lease Agreement, retake 

possession of the Property and proceed against the City to recover damages pursuant to the 
Lease Agreement.  Due to the specialized nature of the Property or any property substituted 
therefor pursuant to the Lease Agreement and the restrictions on its use, no assurance can be 
given that the Trustee will be able to re-let the Property so as to provide rental income sufficient 
to make all payments of principal of, interest and premium, if any, on the Series 2019B Bonds 
when due, and the Trustee is not empowered to sell the Property for the benefit of the Owners of 
the Series 2019B Bonds.  Any suit for money damages would be subject to limitations on legal 
remedies against cities in California, including a limitation on enforcement of judgments against 
funds needed to serve the public welfare and interest.  See “SECURITY AND SOURCES OF 
PAYMENT FOR THE SERIES 2019B BONDS” and “APPENDIX B – SUMMARY OF THE 
PRINCIPAL LEGAL DOCUMENTS.”  

 
Substitution, Addition and Removal of Property; Additional Bonds 

 
The Authority and the City may amend the Lease Agreement to substitute alternate real 

property for any portion of the Property, add additional real property to the Property, or release a 
portion of the Property from the Lease Agreement, upon compliance with all of the conditions set 
forth in the Lease Agreement.  After a substitution or release, the portion of the Property for which 
the substitution or release has been effected will be released from the leasehold encumbrance of 
the Lease Agreement.  See “SECURITY FOR AND SOURCES OF PAYMENT FOR THE SERIES 
2019B BONDS – Substitution, Addition and Removal of Property.”  Moreover, the Authority may 
issue Additional Bonds secured by Base Rental Payments which are increased from current 
levels.  

 
Although the Lease Agreement requires, among other things, that the Property, as 

constituted after such substitution or release, have an annual fair rental value at least equal to the 
maximum Base Rental Payments payable by the City in any Rental Period, it does not require 
that such Property have an annual fair rental value equal to the annual fair rental value of the 
Property at the time of substitution or release.  Thus, a portion of the Property could be replaced 
with less valuable real property, or could be released altogether.  Such a replacement or release 
could have an adverse impact on the security for the Series 2019B Bonds, particularly if an event 
requiring abatement of Base Rental Payments were to occur subsequent to such substitution or 
release.  See “APPENDIX B – SUMMARY OF THE PRINCIPAL LEGAL DOCUMENTS.”  

 
The Indenture requires, among other things, that upon the issuance of Additional Bonds, 

the Ground Lease and the Lease Agreement will have been amended, to the extent necessary, 
so as to increase the Base Rental Payments payable by the City thereunder by an aggregate 
amount equal to the principal of and interest on such Additional Bonds; provided, however, that 
no such amendment will be made such that the sum of Base Rental Payments, including any 
increase in the Base Rental Payments as a result of such amendment, plus Additional Rental 
Payments, in any Rental Period will be in excess of the annual fair rental value of the Property 
after taking into account the use of the proceeds of any Additional Bonds issued in connection 
therewith. 
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Utility Transfers; Articles XIIIC and XIIID of the State Constitution 
 
The City’s general fund receives a substantial amount of revenues from transfers-in from 

its utility enterprises.  For example, the general fund transfers-in from utilities in fiscal years 2016-
17 and 2017-18 were $44.9 million and $46.2 million, respectively.  If the revenues of the utilities 
declined in the future, this could result in a decline in the amount of transfers-in to the general 
fund from the utilities, thereby reducing the overall revenues of the general fund available to pay 

lease payments. 
 
See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 

APPROPRIATIONS – Articles XIIIC and XIIID of the State Constitution,” for additional information 
about certain risks to the City’s general fund revenues under Articles XIIIC and Article XIIID of the 
California Constitution, including as relates to the transfers-in from the City’s utility enterprises. 

 
Geologic, Topographic and Climatic Conditions 

 
General.  The value of the Property, and the financial stability of the City, can be adversely 

affected by a variety of factors, particularly those that may affect infrastructure and other public 
improvements and private improvements and the continued habitability and enjoyment of such 
private improvements. Such additional factors include, without limitation, geologic conditions 
(such as earthquakes), topographic conditions (such as earth movements and floods), climatic 
conditions (such as droughts) and fires.  

 
Building codes require that some of these factors be taken into account, to a limited extent, 

in the design of improvements, including improvements of the Property. Some of these factors 
may also be taken into account, to a limited extent, in the design of other infrastructure and public 
improvements neither designed nor subject to design approval by the City. Design criteria in any 
of these circumstances are established upon the basis of a variety of considerations and may 
change, leaving previously-designed improvements unaffected by more stringent subsequently 
established criteria. In general, design criteria reflect a balance at the time of protection and the 
future costs of lack of protection, based in part upon a present perception of the probability that 
the condition will occur and the seriousness of the condition should it occur. Conditions may occur 
and may result in damage to improvements of varying seriousness, such that the damage may 
entail significant repair or replacement costs and that repair or replacement may never occur 
either because of the cost or because repair or replacement will not facilitate habitability or other 
use, or because other considerations preclude such repair or replacement. Under any of these 
circumstances, the actual value of the Property, as well as public and private improvements within 
the City in general, may well depreciate or disappear, notwithstanding the establishment of design 
criteria for any such condition. 

 
Seismic.  The area encompassed by the City, like that in much of California, may be 

subject to unpredictable seismic activity. The City is located within a regional network of several 
active and potentially active faults. The San Jacinto Fault, the Glen Helen Fault, the San Andreas 
Fault and the Lytle Creek Fault are all located within the vicinity of the City. Although the City 
believes that no active or inactive fault lines pass through the City, if there were to be an 
occurrence of severe seismic activity in the City, there could be an abatement or adverse impact 
on the City’s ability to pay the Base Rental payments.  

 
Flood.  Southern California’s unpredictable seasonal ranges of rainfall, coupled with 

geographic and geologic conditions, make the City particularly vulnerable to flooding, especially 
during winter months. Increasing conversion of natural areas to pavement and less pervious 
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ground covers makes the effects of storms more intense and potentially damaging. Flash floods, 
mudslides and creek flooding have all occurred in the City, claiming lives and damaging property. 
The impacts of flooding can also damage the drinking water supply, create power outages and 
damage homes and their contents. 

 
The City is not obligated under the Lease Agreement to maintain flood insurance with 

respect to the Property. According to the Federal Emergency Management Agency, the Property 
is located in a moderate flood hazard area, which is an area between the limits of the base flood 
and the 0.2-percent-annual-chance (or 500-year) flood. 

 
Wildfire Hazard Area. In recent years, wildfires have caused extensive damage 

throughout the State, including within the County.  Areas that were not previously considered to 
be at risk from such events have been damaged or destroyed by fires started by wind-blown 
embers, not the fire itself. 

 
The Property is not located in a “fire severity zone” based on current mapping. See “THE 

PROPERTY” above for information about the fire-related design of the buildings that are 
components of the Property.   

 
Hazardous Substances 

 
Discovery of hazardous substances on parcels within the City could impact the City’s 

ability to pay debt service with respect to the Series 2019B Bonds.  
 
In general, the owners and operators of a property may be required by law to remedy 

conditions of the property relating to releases or threatened releases of hazardous substances. 
The Federal Comprehensive Environmental Response, Compensation and Liability Act of 1980, 
sometimes referred to as “CERCLA” or the “Superfund Act” is the most well-known and widely 
applicable of these laws, but California laws with regard to hazardous substances are also 
stringent and similar. Under many of these laws, the owner (or operator) is obligated to remedy a 
hazardous substance condition of property whether or not the owner or operator has anything to 
do with creating or handling the hazardous substance.  

 
The effect, therefore, should the Property or any substantial amount of property within the 

City be affected by a hazardous substance, would be to reduce the marketability and value of the 
property by the costs of, and any liability incurred by, remedying the condition, since the 
purchaser, upon becoming an owner, will become obligated to remedy the condition just as is the 
seller. Such reduction in the value of the Property could adversely impact the fair rental value of 
the Property and potentially result in abatement of the Base Rental payments. In addition, 
reduction in the value of property in the City as a whole could reduce property tax revenues 
received by the City and deposited in the general fund, which could significantly and adversely 
affect the ability of the City to make Base Rental payments. 

 
Impact of State Budget 

 
At various times, including recently, the State has experienced significant financial and 

budgetary stress.  State budgets are affected by national and local economic conditions and other 
factors over which the City has no control.  The State’s financial condition and budget policies 
affect communities and local public agencies throughout the State.  To the extent that the State 
budget process results in reduced revenues to the City, the City will be required to make 
adjustments to its budget. 
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For example, declining revenues and fiscal difficulties that arose in the State commencing 

in fiscal year 2008-09 led the State to undertake a number of budgeting strategies, which had 
subsequent impacts on local agencies within the State.  These techniques included the issuance 
of IOUs in lieu of warrants (checks), the enactment of statutes deferring amounts owed to public 
schools, until a later date in the fiscal year, or even into the following fiscal year (known as 
statutory deferrals), trigger reductions, which were budget cutting measures which were 
implemented or could have been implemented if certain State budgeting goals were not met, 
among others, and the dissolution of local redevelopment agencies in part to make available 
additional funding for local agencies. 

  
Although starting with fiscal year 2013-14, recent State budgets have been balanced, 

largely attributable to improvements in the economy, the additional revenues generated due to 
the passage of Proposition 30 at the November 6, 2012, statewide election, as well as other 
spending cuts, there can be no certainty that budget-cutting strategies such as those used in prior 
years will not be used in the future, should the State budget again be stressed and if projections 
included in such budget do not materialize. See “APPENDIX A - CITY OF RIVERSIDE GENERAL 
DEMOGRAPHIC AND FINANCIAL INFORMATION – State Budget − Proposition 30” for more 
information about Proposition 30, and its renewal through Proposition 55, approved in November 
2016. 

 
Limitations on Remedies Available; Bankruptcy 

 
The enforceability of the rights and remedies of the Owners and the obligations of the City 

may become subject to the following: the federal bankruptcy code and applicable bankruptcy, 
insolvency, reorganization, moratorium, or similar laws relating to or affecting the enforcement of 
creditors’ rights generally, now or hereafter in effect; usual equitable principles which may limit 
the specific enforcement under state law of certain remedies; the exercise by the United States 
of America of the powers delegated to it by the federal Constitution; and the reasonable and 
necessary exercise, in certain exceptional situations, of the police power inherent in the 
sovereignty of the State of California and its governmental bodies in the interest of servicing a 
significant and legitimate public purpose. 

 
In addition to the limitation on remedies contained in the Indenture, the rights and 

remedies provided in the Indenture may be limited by and are subject to the provisions of federal 
bankruptcy laws.  The City is a governmental unit and therefore cannot be the subject of an 
involuntary case under the United States Bankruptcy Code (the “Bankruptcy Code”).  However, 
the City is a municipality and therefore may seek voluntary protection from its creditors pursuant 
to Chapter 9 of the Bankruptcy Code for purposes of adjusting its debts.  If the City were to 
become a debtor under the Bankruptcy Code, the City would be entitled to all of the protective 
provisions of the Bankruptcy Code as applicable in a Chapter 9 case.  Such a bankruptcy could 
adversely affect the payments under the Indenture.  Among the adverse effects might be:  (i) the 
application of the automatic stay provisions of the Bankruptcy Code, which, until relief is granted, 
would prevent collection of payments from the City or the commencement of any judicial or other 
action for the purpose of recovering or collecting a claim against the City and could prevent the 
Trustee from making payments from funds in its possession; (ii) the avoidance of preferential 
transfers occurring during the relevant period prior to the filing of a bankruptcy petition; (iii) the 
existence of unsecured or secured debt which may have priority of payment superior to that of 
the Owners of the Series 2019B Bonds; and (iv) the possibility of the adoption of a plan (the 
“Plan”) for the adjustment of the City’s debt without the consent of the Trustee or all of the Owners 
of the Series 2019B Bonds, which Plan may restructure, delay, compromise or reduce the amount 
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of any claim of the Owners if the Bankruptcy Court finds that the Plan is fair and equitable and in 
the best interests of creditors. 

 
Recent bankruptcies in the City of Stockton, the City of San Bernardino and the City of 

Detroit have brought scrutiny to municipal securities.  Specifically, in the San Bernardino 
bankruptcy, the Court held that in the event of a municipal bankruptcy, payments on pension 
obligation bonds were unsecured obligations and not entitled to the same priority of payments 
made to the related pension system.  A variety of events including, but not limited to, additional 
rulings adverse to the interests of bond owners in the Stockton, San Bernardino and Detroit 
bankruptcy cases or additional municipal bankruptcies, could prevent or materially adversely 
affect the rights of Owners to receive payments on the Series 2019B Bonds in the event the City 
files for bankruptcy.  Accordingly, in the event of bankruptcy, it is likely that Owners will not recover 
their principal and interest. 

 
The opinions of counsel, including Bond Counsel, delivered in connection with the 

issuance and delivery of the Series 2019B Bonds will be so qualified.  Bankruptcy proceedings, 
or the exercising of powers by the federal or state government, if initiated, could subject the 
Owners to judicial discretion and interpretation of their rights in bankruptcy or otherwise and 
consequently may entail risks of delay, limitation, or modification of their rights.  

 
Possible Insufficiency of Insurance Proceeds 

 
The Lease Agreement obligates the City to keep in force various forms of insurance, 

subject to deductibles, for repair or replacement of the Property in the event of damage, 
destruction or title defects, subject to certain exceptions.  The Authority and the City make no 
representation as to the ability of any insurer to fulfill its obligations under any insurance policy 
obtained pursuant to the Lease Agreement and no assurance can be given as to the adequacy 
of any such insurance to fund necessary repair or replacement or to pay principal of and interest 
on the Series 2019B Bonds when due.  In addition, certain risks, such as earthquakes and floods, 
are not covered by the insurance required under the Lease Agreement.  See “SECURITY AND 
SOURCES OF PAYMENT FOR THE SERIES 2019B BONDS—Insurance.” 

 
No Liability of Authority to the Owners 

 
Except as expressly provided in the Indenture, the Authority will not have any obligation 

or liability to the Owners of the Series 2019B Bonds with respect to the payment when due of the 
Base Rental Payments by the City, or with respect to the performance by the City of other 
agreements and covenants required to be performed by it contained in the Lease Agreement or 
the Indenture, or with respect to the performance by the Trustee of any right or obligation required 
to be performed by it contained in the Indenture. 

 
State Law Limitations on Appropriations 

 
Article XIIIB of the California Constitution limits the amount that local governments can 

appropriate annually. The ability of the City to make Base Rental Payments may be affected if the 
City should exceed its appropriations limit. The State may increase the appropriation limit of cities 
in the State by decreasing the State’s own appropriation limit. The City does not anticipate 
exceeding its appropriations limit. See “CONSTITUTIONAL AND STATUTORY LIMITATIONS 
ON TAXES AND APPROPRIATIONS - Article XIIIB of the State Constitution” below. 
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Change in Law 
 
No assurance can be given that the State or the City electorate will not at some future time 

adopt initiatives, or that the State Legislature will not enact legislation that will amend the laws of 
the State, or that the City Council (with voter approval) will not enact amendments to the City’s 
Charter, in a manner that could result in a reduction of the City’s revenues and, therefore, a 
reduction of the funds legally available to the City to make Base Rental Payments.  See, for 
example, “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS – Article XIIIC and Article XIIID of the State Constitution.” 

 
Loss of Tax Exemption 

 
As discussed under the heading “TAX MATTERS,” the interest on the Series 2019B Bonds 

could become includable in gross income for purposes of federal income taxation retroactive to 
the date of delivery of the Series 2019B Bonds, as a result of acts or omissions of the Authority 
or the City in violation of its covenants in the Indenture and the Lease Agreement.  Should such 
an event of taxability occur, the Series 2019B Bonds would not be subject to a special redemption 
and would remain Outstanding until maturity or until redeemed under the redemption provisions 
contained in the Indenture. 

 
Secondary Market 
 

There can be no guarantee that there will be a secondary market for the Series 2019B 
Bonds or, if a secondary market exists, that any Series 2019B Bonds can be sold for any particular 
price.  Prices of bond issues for which a market is being made will depend upon then-prevailing 
circumstances.  Such prices could be substantially different from the original purchase price. 

 
 

CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS 
 

Article XIIIA of the State Constitution 
 
Article XIIIA of the State Constitution, known as Proposition 13, was approved by the 

voters in June 1978 and has been amended on occasions, including most recently on 
November 7, 2000, to reduce the voting percentage required for the passage of school bonds.  
Section 1(a) of Article XIIIA limits the maximum ad valorem tax on real property to 1% of “full cash 
value,” and provides that such tax will be collected by the counties and apportioned according to 
State statutes.  Section 1(b) of Article XIIIA provides that the 1% limitation does not apply to ad 
valorem taxes levied to pay interest or redemption charges on any (1) indebtedness approved by 
the voters prior to July 1, 1978, (2) bonded indebtedness for the acquisition or improvement of 
real property approved on or after July 1, 1978, by two-thirds of the votes cast by the voters voting 
on the proposition and (3) bonded indebtedness incurred by a school district, community college 
district or county office of education for the construction, reconstruction, rehabilitation or 
replacement of school facilities, including the furnishing and equipping of school facilities or the 
acquisition or lease of real property for school facilities, approved by 55 percent of the voters 
voting on the proposition. 

 
Section 2 of Article XIIIA defines “full cash value” to mean the county assessor’s valuation 

of real property as shown on the 1975-76 Fiscal Year tax bill, or thereafter, the appraised value 
of real property when purchased, newly constructed, or a change in ownership has occurred.  The 
full cash value may be adjusted annually to reflect inflation at a rate not to exceed 2% per year, 



 

25 

or to reflect a reduction in the consumer price index or comparable data for the taxing jurisdiction, 
or may be reduced in the event of declining property value caused by substantial damage, 
destruction or other factors.  Legislation implementing Article XIIIA provides that, notwithstanding 
any other law, local agencies may not levy any ad valorem property tax except to pay debt service 
on indebtedness approved by the voters as described above.  Such legislation further provides 
that each county will levy the maximum tax permitted by Article XIIIA, which is $1.00 per $100 of 
assessed market value. 

 
Since its adoption, Article XIIIA has been amended a number of times.  These 

amendments have created a number of exceptions to the requirement that property be 
reassessed when it is purchased, newly constructed or undergoes a change in ownership.  These 
exceptions include certain transfers of real property between family members, certain purchases 
of replacement dwellings for persons over age 55 and by property owners whose original property 
has been destroyed in a declared disaster, and certain improvements to accommodate disabled 
persons and for seismic upgrades to property.  These amendments have resulted in marginal 
reductions in the property tax revenues of the City. 

 
Both the State Supreme Court and the United States Supreme Court have upheld the 

validity of Article XIIIA. 
 

Article XIIIB of the State Constitution 
 
In addition to the limits Article XIIIA imposes on property taxes that may be collected by 

local governments, certain other revenues of the State and most local governments are subject 
to an annual “appropriations limit” imposed by Article XIIIB that effectively limits the amount of 
such revenues those entities are permitted to spend.  Article XIIIB, approved by the voters in July 
1979, was modified substantially by Proposition 111 in 1990.  The appropriations limit of each 
government entity applies to “proceeds of taxes,” which consist of tax revenues, State 
subventions and certain other funds, including proceeds from regulatory licenses, user charges 
or other fees to the extent that such proceeds exceed “the cost reasonably borne by such entity 
in providing the regulation, product or service.” “Proceeds of taxes” excludes tax refunds and 
some benefit payments such as unemployment insurance.  No limit is imposed on the 
appropriation of funds that are not “proceeds of taxes,” such as reasonable user charges or fees, 
and certain other non-tax funds.  Article XIIIB also does not limit appropriation of local revenues 
to pay debt service on bonds existing or authorized by January 1, 1979, or subsequently 
authorized by the voters, appropriations required to comply with mandates of courts or the federal 
government, appropriations for qualified capital outlay projects, and appropriation by the State of 
revenues derived from any increase in gasoline taxes and motor vehicle weight fees above 
January 1, 1990 levels.  The appropriations limit may also be exceeded in case of emergency; 
however, the appropriations limit for the next three years following such emergency appropriation 
must be reduced to the extent by which it was exceeded, unless the emergency arises from civil 
disturbance or natural disaster declared by the Governor, and the expenditure is approved by 
two-thirds of the legislative body of the local government. 

 
The State and each local government entity has its own appropriations limit.  Each year, 

the limit is adjusted to allow for changes, if any, in the cost of living, the population of the 
jurisdiction, and any transfer to or from another government entity of financial responsibility for 
providing services. Proposition 111 requires that each agency’s actual appropriations be tested 
against its limit every two years.  If the aggregate “proceeds of taxes” for the preceding two-year 
period exceeds the aggregate limit, the excess must be returned to the agency’s taxpayers 
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through tax rate or fee reductions over the following two years.  The City is subject to and is 
operating in conformity with Article XIIIB. 

 
Articles XIIIC and XIIID of the State Constitution 

 
General.  On November 5, 1996, California voters approved Proposition 218, the so-

called “Right to Vote on Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the State 
Constitution, which affect the ability of local governments to levy and collect both existing and 
future taxes, assessments, and property-related fees and charges.  Proposition 218, which 
generally became effective on November 6, 1996, changed, among other things, the procedure 
for the imposition of any new or increased property-related “fee” or “charge,” which is defined as 
“any levy other than an ad valorem tax, a special tax or an assessment, imposed by a [local 
government] upon a parcel or upon a person as an incident of property ownership, including user 
fees or charges for a property related service” (and referred to in this section as a “property-
related fee or charge”). 

 
On November 2, 2010, California voters approved Proposition 26, the so-called 

“Supermajority Vote to Pass New Taxes and Fees Act.”  Section 1 of Proposition 26 declares that 
Proposition 26 is intended to limit the ability of the State Legislature and local government to 
circumvent existing restrictions on increasing taxes by defining the new or expanded taxes as 
“fees.” Proposition 26 amended Articles XIIIA and XIIIC of the State Constitution.  The 
amendments to Article XIIIA limit the ability of the State Legislature to impose higher taxes (as 
defined in Proposition 26) without a two-thirds vote of the Legislature.  Proposition 26’s 
amendments to Article XIIIC broadly define “tax,” but specifically exclude, among other things: 

 
“(1) A charge imposed for a specific benefit conferred or privilege granted 

directly to the payor that is not provided to those not charged, and which does not exceed 
the reasonable costs to the local government of conferring the benefit or granting the 
privilege. 

 
(2) A charge imposed for a specific government service or product provided 

directly to the payor that is not provided to those not charged, and which does not exceed 
the reasonable costs to the local government of providing the service or product. 

… 
 
(6) A charge imposed as a condition of property development. 
 
(7) Assessments and property-related fees imposed in accordance with the 

provisions of Article XIII D.” 
 

Property-Related Fees and Charges.  Under Article XIIID, before a municipality may 
impose or increase any property-related fee or charge, the entity must give written notice to the 
record owner of each parcel of land affected by that fee or charge.  The municipality must then 
hold a hearing upon the proposed imposition or increase at least 45 days after the written notice 
is mailed, and, if a majority of the property owners of the identified parcels present written protests 
against the proposal, the municipality may not impose or increase the property-related fee or 
charge. 

 
Further, under Article XIIID, revenues derived from a property-related fee or charge may 

not exceed the funds required to provide the “property-related service” and the entity may not use 
such fee or charge for any purpose other than that for which it imposed the fee or charge.  The 
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amount of a property-related fee or charge may not exceed the proportional cost of the service 
attributable to the parcel, and no property-related fee or charge may be imposed for a service 
unless that service is actually used by, or is immediately available to, the owner of the property in 
question. 

 
Initiative Power.  In addition, Article XIIIC states that “the initiative power shall not be 

prohibited or otherwise limited in matters of reducing or repealing any local tax, assessment, fee 
or charge.  The power of initiative to affect local taxes, assessments, fees and charges shall be 
applicable to all local governments and neither the Legislature nor any local government charter 
shall impose a signature requirement higher than that applicable to statewide statutory initiatives.” 

 
Judicial Interpretation of Articles XIIIC and XIIID.  After Proposition 218 was enacted 

in 1996, appellate court cases and an Attorney General’s opinion initially indicated that fees and 
charges levied for water and wastewater services would not be considered property-related fees 
and charges, and thus not be subject to the requirements of Article XIIID regarding notice, hearing 
and protests in connection with any increase in the fees and charges being imposed.  However, 
three recent cases have held that certain types of water and wastewater charges could be subject 
to the requirements of Article XIIID under certain circumstances. 

 
In Richmond v. Shasta Community Services District (2004) 32 Cal. 4th 409, the California 

Supreme Court addressed the applicability of the notice, hearing and protest provisions of 
Article XIIID to certain charges related to water service.  In Richmond, the Court held that capacity 
charges are not subject to Proposition 218.  The Court also indicated in dictum that a fee for 
ongoing water service through an existing connection could, under certain circumstances, 
constitute a property-related fee and charge, with the result that a local government imposing 
such a fee and charge must comply with the notice, hearing and protest requirements of 
Article XIIID. 

 
In Howard Jarvis Taxpayers Association v. City of Fresno (2005) 127 Cal.App.4th 914, the 

California Court of Appeal, Fifth District, concluded that water, sewer and trash fees are property-
related fees subject to Proposition 218 and a municipality must comply with Article XIIID before 
imposing or increasing such fees.  The California Supreme Court denied the City of Fresno’s 
petition for review of the Court of Appeal’s decision on June 15, 2005. 

 
In July 2006, the California Supreme Court, in Bighorn-Desert View Water Agency v. Verjil 

(2006) 39 Cal.4th 205, addressed the validity of a local voter initiative measure that would have 
(a) reduced a water agency’s rates for water consumption (and other water charges), and 
(b) required the water agency to obtain voter approval before increasing any existing water rate, 
fee, or charge, or imposing any new water rate, fee, or charge.  The court adopted the position 
indicated by its statement in Richmond that a public water agency’s charges for ongoing water 
delivery are “fees and charges” within the meaning of Article XIIID, and went on to hold that 
charges for ongoing water delivery are also “fees” within the meaning of Article XIIIC’s mandate 
that the initiative power of the electorate cannot be prohibited or limited in matters of reducing or 
repealing any local tax, assessment, fee or charge.  Therefore, the court held, Article XIIIC 
authorizes local voters to adopt an initiative measure that would reduce or repeal a public 
agency’s water rates and other water delivery charges.  (However, the court ultimately ruled in 
favor of the water agency and held that the entire initiative measure was invalid on the grounds 
that the second part of the initiative measure, which would have subjected future water rate 
increases to prior voter approval, was not supported by Article XIIIC and was therefore invalid.) 
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The court in Bighorn specifically noted that it was not holding that the initiative power is 
free of all limitations; the court stated that it was not determining whether the electorate’s initiative 
power is subject to the statutory provision requiring that water service charges be set at a level 
that will pay for operating expenses, provide for repairs and depreciation of works, provide a 
reasonable surplus for improvements, extensions, and enlargements, pay the interest on any 
bonded debt, and provide a sinking or other fund for the payment of the principal of such debt as 
it may become due. 

 
Risks Relating to Certain Special Assessments.  With the exception of assessments 

levied in Street Lighting District No. 1 of the City (see APPENDIX A—“CITY OF RIVERSIDE 
GENERAL DEMOGRAPHIC AND FINANCIAL INFORMATION”), none of the property-related 
fees or assessments currently collected by the City are deposited into the General Fund. 

 
Water Utility Revenue Transfer Under the City Charter.  In Citizens for Fair REU Rates 

v. City of Redding (2015) 233 Cal.App.4th 402, a California appellate court found that inter-city 
transfers from a utility fund to the general fund required voter approval under Proposition 218. 

 
Section 1204 of the Riverside City Charter requires the City’s water enterprise (the “Water 

Utility”) to transfer, in monthly installments, an amount not to exceed 11.5% of the gross operating 
revenues of the Water Utility (“Water Revenue Fund Transfer”).  This requirement has been in 
the City Charter since 1907, when the City’s charter was approved and adopted by the electorate.  
Prior to 1968, the Water Utility was obligated to transfer, after all required expenditures had been 
made at the end of each fiscal year, all excess funds.  In 1968, the electorate approved a change 
requiring a transfer of 11.5% of gross operating revenues.  In 1977, the electorate approved a 
change to an amount “not to exceed” 11.5% of gross operating revenues. 

 
On July 6, 2012, a writ of mandate lawsuit entitled Javier Moreno, et al v. City of Riverside 

was filed against the City asserting that the Water Revenue Fund Transfer was a violation of 
Proposition 218.  On March 5, 2013, the City Council unanimously voted to place a ballot 
resolution before the voters on June 4, 2013, entitled “Riverside Local Services and Clean Water 
Measure” (the “Measure”) to allow the voters to decide upon the continuance of the Water 
Revenue Fund Transfer, which had been previously approved by voters in 1907, 1968 and 1977.  
The Measure was approved by the voters and the Water Revenue Fund Transfer was affirmed.  
On April 15, 2013, the City entered into a settlement agreement and release in Moreno.  Under 
the terms of that agreement, the City agreed to cease any future Water Revenue Fund Transfers 
until the voters approved the Measure.  Following the approval of the Measure, the City was also 
required to return, over a three-year period, the sum of $10 million to the Water Fund.  The City 
made a final payment of this amount in fiscal year 2015-16.   

 
Because the Water Revenue Fund Transfers were approved by the City’s voters in 1907, 

1968, 1977 and 2013, the City does not believe that it is prohibited from making Water Revenue 
Fund Transfers in the future. 

 
The Water Revenue Fund Transfer to the General Fund of the City for the Fiscal Year 

ending June 30, 2018, was approximately $6.173 million.  The budgeted transfer to the General 
Fund of the City for the fiscal year ending June 30, 2019, is $6.584 million.   

 
Transfers from the City’s Electric Enterprise.  The City also makes a revenue transfer 

to the City’s general fund from the City’s electric utility.  See “—Revenue Transfer from Electric 
Utility.” 
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Reduction or Repeal of Taxes, Fees and Charges.  Article XIIIC also removes 
limitations on the initiative power in matters of reducing or repealing local taxes, assessments, 
fees or charges.  No assurance can be given that the voters of the City will not, in the future, 
approve an initiative or initiatives that reduce or repeal local taxes, assessments, fees or charges 
currently comprising a substantial part of the City’s General Fund. 

 
Revenue Transfer from Electric Utility 

 
General.  Effective December 1, 1977, transfers to the General Fund of the City of surplus 

funds of the City’s electric utility (the “Electric Utility”), after payment of operating and 
maintenance expenses and debt service, are limited by Section 1204 of the Riverside City 
Charter, as approved by the voters and adopted by the City Council on November 15, 1977 (each, 
an “Electric Revenue Fund Transfer”).  Such transfers are limited to 12 equal monthly 
installments during each fiscal year constituting a total amount not to exceed 11.5% of the gross 
operating revenues, exclusive of any surcharges, for the last fiscal year ended and reported by 
an independent public auditor. 

 
The Electric Revenue Fund Transfer to the General Fund of the City for the fiscal year 

ending June 30, 2018, was approximately $40.073 million.  The budgeted transfer to the General 
Fund of the City for the fiscal year ending June 30, 2019, is $40.705 million.  

 
In general, California law (Government Code Section 50076) provides that any fee that 

exceeds the reasonable cost of providing the service or regulatory activity for which the fee is 
charged and which is levied for general revenue purposes is a special tax. 

 
The statute of limitations for filing a claim is one year from the date that the City collected 

an electric service charge that was used to make the revenue transfer payments from the Electric 
Utility.  The California Supreme Court held in Ardon v. Los Angeles 52 Cal 4th 241 (2011) that 
class action claims are permitted in local tax refund cases in the absence of a specific tax refund 
procedure set forth in an applicable governing claims statute.  In 2003, the Riverside Municipal 
Code was amended to provide that no claim may be filed on behalf of a class of persons unless 
verified by every member of that class.  To date, no court has ruled that this requirement is 
prohibited by California law, and the City has received no related class action claims for tax 
refunds. 

 
If a court were to conclude that the Electric Revenue Fund Transfer is not a cost of 

providing the service of the Electric Utility, then the Electric Utility might be required to revise its 
rates and charges to eliminate the revenues needed to pay the Electric Revenue Fund Transfer, 
and the Electric Utility could be required to rebate to its customers the amount of any rates and 
charges in excess of the cost of service.  In such an event, the challenged Electric Revenue Fund 
transfer would likely be returned to the Electric Utility. 

 
On April 28, 2016, a writ of mandate lawsuit entitled Richard Olquin v. City of Riverside 

was filed against the City asserting that adding certain funds received by the Electric Utility from 
the California Independent Systems Operator to the Electric Revenue Fund Transfer was a 
violation of Proposition 26. Plaintiff sought a court order compelling the City to return to the Electric 
Utility approximately $115 million, which represented all Electric Utility revenue transfers paid to 
the City’s general fund since May 1, 2013, as well as a permanent injunction prohibiting future 
Electric Utility revenue transfers. In April 2017, the trial court entered judgment in favor of the City, 
on the grounds that (1) Olquin had failed to allege a rate increase, because the contested transfer 
did not require the Electric Utility to raise its rates and (2) even if such a rate increase could be 
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alleged, Olquin’s lawsuit was untimely under the statute of limitations in Public Utilities Code 
Section 10004.5.  Mr. Olquin subsequently passed away and Alysia Webb substituted in as 
plaintiff.  In May 2017, Olquin/Webb filed an appeal to that judgment. On May 4, 2018, the 
appellate court ruled in favor of the City in a published decision, Alysia Webb v. City of Riverside 
(2018) 23 Cal.App.5th 244.  No appeal has been filed to that decision, and the time within which 
to file the appeal has expired.   

On September 12, 2018, a class action petition for writ of mandate entitled Parada v. City 
of Riverside (Parada II) was filed against the City seeking to invalidate, rescind and void under 
Proposition 26 the Electric Utility’s rates, approved by City Council on May 22, 2018, which took 
effect on January 1, 2019, challenging the portion of the electric rates that are attributable to the 
Electric Fund Revenue Transfer.  The City is waiting for the plaintiff to amend the complaint; no 
hearing/trial date has been set. 

Proposition 1A 
 
Proposition 1A, proposed by the Legislature in connection with the State’s Fiscal Year 

2004-05 Budget, approved by the voters in November 2004 and generally effective in Fiscal Year 
2006-07, provides that the State may not reduce any local sales tax rate, limit existing local 
government authority to levy a sales tax rate or change the allocation of local sales tax revenues, 
subject to certain exceptions.  Proposition 1A generally prohibits the State from shifting to schools 
or community colleges any share of property tax revenues allocated to local governments for any 
fiscal year, as set forth under the laws in effect as of November 3, 2004.  Any change in the 
allocation of property tax revenues among local governments within a county must be approved 
by two-thirds of both houses of the Legislature. 

 
Proposition 1A provides, however, that beginning in Fiscal Year 2008-09, the State may 

shift to schools and community colleges up to 8% of local government property tax revenues, 
which amount must be repaid, with interest, within three years, if the Governor proclaims that the 
shift is needed due to a severe state financial hardship, the shift is approved by two-thirds of both 
houses and certain other conditions are met.  The State may also approve voluntary exchanges 
of local sales tax and property tax revenues among local governments within a county. 

 
Proposition 1A also provides that if the State reduces the motor vehicle license fee rate 

currently in effect, 0.65% of vehicle value, the State must provide local governments with equal 
replacement revenues.  Further, Proposition 1A requires the State, beginning July 1, 2005, to 
suspend State mandates affecting cities, counties and special districts, excepting mandates 
relating to employee rights, schools or community colleges, in any year that the State does not 
fully reimburse local governments for their costs to comply with such mandates. 

 
Proposition 1A may result in more stable City revenues, although the actual impact of 

Proposition 1A will depend on future actions by the State.  However, Proposition 1A could also 
result in decreased resources being available for State programs.  This reduction, in turn, could 
affect actions taken by the State to resolve budget difficulties.  Such actions could include 
increasing State taxes, decreasing spending on other State programs or other actions, some of 
which could be adverse to the City. 

 
See the section entitled “RISK FACTORS – Impact of State Budget” and “APPENDIX A - 

CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL INFORMATION – State 
Budget and Its Impact on the City” for information about the State’s budget. 
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Proposition 22 
 
Proposition 22, The Local Taxpayer, Public Safety, and Transportation Protection Act, 

approved by the voters of the State on November 2, 2010, prohibits the State from enacting new 
laws that require redevelopment agencies to shift funds to schools or other agencies and 
eliminates the State’s authority to shift property taxes temporarily during a severe financial 
hardship of the State.  In addition, Proposition 22 restricts the State’s authority to use State fuel 
tax revenues to pay debt service on state transportation bonds, borrow or change the distribution 
of state fuel tax revenues, and use vehicle license fee revenues to reimburse local governments 
for state mandated costs.  Proposition 22 impacts resources in the State’s general fund and 
transportation funds, the State’s main funding source for schools and community colleges, as well 
as universities, prisons and health and social services programs.  According to an analysis of 
Proposition 22 submitted by the Legislative Analyst’s Office on July 15, 2010, the longer-term 
effect of Proposition 22, according to the LAO analysis, will be an increase in the State’s general 
fund costs by approximately $1 billion annually for several decades. 

 
On December 30, 2011, the California Supreme Court issued its decision in the case of 

California Redevelopment Association v. Matosantos (2010) 267 P.3d 580, finding California 
Assembly Bill 1X 26 to be constitutional and California Assembly Bill 1X 27 to be unconstitutional.  
As a result, all redevelopment agencies in California were dissolved as of February 1, 2012, and 
the property tax revenue that previously flowed to the redevelopment agencies is now instead 
going to other local governments, including school districts.  It is likely that the dissolution of 
redevelopment agencies has mooted the effects of Proposition 22. 

 
Unitary Property 

 
AB 454 (Chapter 921, Statutes of 1986) provides that revenues derived from most utility 

property assessed by the State Board of Equalization (“Unitary Property”), commencing with 
Fiscal Year 1988-89, will be allocated as follows:  (i) each jurisdiction will receive up to 102% of 
its prior year State-assessed revenue; and (ii) if county-wide revenues generated from Unitary 
Property are less than the previous year’s revenues or greater than 102% of the previous year’s 
revenues, each jurisdiction will share the burden of the shortfall or benefit of the excess revenues 
by a specified formula.  This provision applies to all Unitary Property except railroads, whose 
valuation will continue to be allocated to individual tax rate areas. 

 
The provisions of AB 454 do not constitute an elimination of the assessment of any State-

assessed properties nor a revision of the methods of assessing utilities by the State Board of 
Equalization.  Generally, AB 454 allows valuation growth or decline of Unitary Property to be 
shared by all jurisdictions in a county. 

 
Future Initiatives 

 
Article XIIIA, Article XIIIB, XIIIC, XIIID, Proposition 22 and Proposition IA were each 

adopted as measures that qualified for the ballot through California’s initiative process.  From time 
to time other initiative measures could be adopted, further affecting the City’s revenues. 
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TAX MATTERS 
 
In the opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Newport 

Beach, California, Bond Counsel, under existing statutes, regulations, rulings and judicial 
decisions, interest on the Series 2019B Bonds is excluded from gross income for federal income 
tax purposes, and is not an item of tax preference for purposes of calculating the federal 
alternative minimum tax imposed on individuals.  In the further opinion of Bond Counsel, interest 
on the Series 2019B Bonds is exempt from State of California personal income tax. 

 
The difference between the issue price of a Series 2019B Bond (the first price at which a 

substantial amount of the Series 2019B Bonds of a maturity is to be sold to the public) and the 
stated redemption price at maturity with respect to the Series 2019B Bond (to the extent the 
redemption price at maturity is greater than the issue price) constitutes original issue discount.  
Original issue discount accrues under a constant yield method, and original issue discount will 
accrue to a Beneficial Owner before receipt of cash attributable to such excludable income.  The 
amount of original issue discount deemed received by a Beneficial Owner will increase the 
Beneficial Owner’s basis in the applicable Series 2019B Bond.  In the opinion of Bond Counsel, 
the amount of original issue discount that accrues to the Beneficial Owner of the Series 2019B 
Bond is excluded from gross income of such Beneficial Owner for federal income tax purposes 
and is not an item of tax preference for purposes of the federal alternative minimum tax imposed 
on individuals. In the opinion of Bond Counsel, the amount of original issue discount that accrues 
to the Beneficial Owner of the Series 2019B Bonds is exempt from State of California personal 
income tax. 

 
Bond Counsel’s opinion as to the exclusion from gross income for federal income tax 

purposes of interest (and original issue discount) on the Series 2019B Bonds is based upon 
certain representations of fact and certifications made by the City, the Authority and others and is 
subject to the condition that the City and the Authority comply with all requirements of the Internal 
Revenue Code of 1986, as amended (the “Code”), that must be satisfied subsequent to the 
issuance of the Series 2019B Bonds to assure that interest (and original issue discount) on the 
Series 2019B Bonds will not become includable in gross income for federal income tax purposes.  
Failure to comply with such requirements of the Code might cause the interest (and original issue 
discount) on the Series 2019B Bonds to be included in gross income for federal income tax 
purposes retroactive to the date of issuance of the Series 2019B Bonds.  The City and the 
Authority will covenant to comply with all such requirements. 

 
The amount by which a Beneficial Owner’s original basis for determining loss on sale or 

exchange in the applicable Series 2019B Bond (generally, the purchase price) exceeds the 
amount payable on maturity (or on an earlier call date) constitutes amortizable bond premium, 
which must be amortized under Section 171 of the Code; such amortizable bond premium 
reduces the Beneficial Owner’s basis in the applicable Series 2019B Bond (and the amount of 
tax-exempt interest received), and is not deductible for federal income tax purposes.  The basis 
reduction as a result of the amortization of bond premium may result in a Beneficial Owner 
realizing a taxable gain when a Series 2019B Bond is sold by the Beneficial Owner for an amount 
equal to or less (under certain circumstances) than the original cost of the Series 2019B Bond to 
the Beneficial Owner.  Purchasers of the Series 2019B Bond should consult their own tax advisors 
as to the treatment, computation and collateral consequences of amortizable bond premium. 

 
Bond Counsel’s opinions may be affected by actions taken (or not taken) or events 

occurring (or not occurring) after the date hereof.  Bond Counsel has not undertaken to determine, 
or to inform any person, whether any such actions or events are taken or do occur.  The Indenture, 
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the Lease Agreement and the Tax Certificate relating to the Series 2019B Bonds permit certain 
actions to be taken or to be omitted if a favorable opinion of a Bond Counsel is provided with 
respect thereto.  Bond Counsel expresses no opinion as to the effect on the exclusion from gross 
income for federal income tax purposes of interest (or original issue discount) on any Series 
2019B Bond if any such action is taken or omitted based upon the advice of counsel other than 
Bond Counsel. 

 
Although Bond Counsel will render an opinion that interest (and original issue discount) 

on the Series 2019B Bonds is excluded from gross income for federal income tax purposes 
provided that the City and the Authority continue to comply with certain requirements of the Code, 
the ownership of the Series 2019B Bonds and the accrual or receipt of interest (and original issue 
discount) with respect to the Series 2019B Bonds may otherwise affect the tax liability of certain 
persons.  Bond Counsel expresses no opinion regarding any such tax consequences.  
Accordingly, before purchasing any of the Series 2019B Bonds, all potential purchasers should 
consult their tax advisors with respect to collateral tax consequences relating to the Series 2019B 
Bonds. 

 
The Internal Revenue Service (the “IRS”) has initiated an expanded program for the 

auditing of tax-exempt bond issues, including both random and targeted audits.  It is possible that 
the Series 2019B Bonds will be selected for audit by the IRS.  It is also possible that the market 
value of the Series 2019B Bonds might be affected as a result of such an audit of the Series 
2019B Bonds (or by an audit of similar bonds).  No assurance can be given that in the course of 
an audit, as a result of an audit, or otherwise, Congress or the IRS might not change the Code 
(or interpretation thereof) subsequent to the issuance of the Series 2019B Bonds to the extent 
that it adversely affects the exclusion from gross income of interest (and original issue discount) 
on the Series 2019B Bonds or their market value. 

 
SUBSEQUENT TO THE ISSUANCE OF THE SERIES 2019B BONDS THERE MIGHT 

BE FEDERAL, STATE, OR LOCAL STATUTORY CHANGES (OR JUDICIAL OR REGULATORY 
CHANGES TO OR INTERPRETATIONS OF FEDERAL, STATE, OR LOCAL LAW) THAT 
AFFECT THE FEDERAL, STATE, OR LOCAL TAX TREATMENT OF THE SERIES 2019B 
BONDS INCLUDING THE IMPOSITION OF ADDITIONAL FEDERAL INCOME OR STATE 
TAXES BEING IMPOSED ON OWNERS OF TAX-EXEMPT STATE OR LOCAL OBLIGATIONS, 
SUCH AS THE SERIES 2019B BONDS.  THESE CHANGES COULD ADVERSELY AFFECT 
THE MARKET VALUE OR LIQUIDITY OF THE SERIES 2019B BONDS.  NO ASSURANCE CAN 
BE GIVEN THAT SUBSEQUENT TO THE ISSUANCE OF THE SERIES 2019B BONDS 
STATUTORY CHANGES WILL NOT BE INTRODUCED OR ENACTED OR JUDICIAL OR 
REGULATORY INTERPRETATIONS WILL NOT OCCUR HAVING THE EFFECTS DESCRIBED 
ABOVE.  BEFORE PURCHASING ANY OF THE SERIES 2019B BONDS, ALL POTENTIAL 
PURCHASERS SHOULD CONSULT THEIR TAX ADVISORS REGARDING POSSIBLE 
STATUTORY CHANGES OR JUDICIAL OR REGULATORY CHANGES OR 
INTERPRETATIONS, AND THEIR COLLATERAL TAX CONSEQUENCES RELATING TO THE 
SERIES 2019B BONDS. 

 
The form of Bond Counsel’s proposed opinion with respect to the Series 2019B Bonds is 

attached hereto in Appendix D. 
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CERTAIN LEGAL MATTERS 
 
The validity of the Series 2019B Bonds and certain other legal matters are subject to the 

approving opinion of Stradling Yocca Carlson & Rauth, a Professional Corporation, Bond 
Counsel.  A complete copy of the proposed form of Bond Counsel opinion is contained in 
Appendix D hereto.  Bond Counsel undertakes no responsibility for the accuracy, completeness 
or fairness of this Official Statement.  From time to time, Bond Counsel represents the Underwriter 
on matters unrelated to the Series 2019B Bonds.   

 
Certain legal matters will be passed upon for the City and the Authority by the City Attorney 

and by Jones Hall, A Professional Law Corporation, as Disclosure Counsel. 
 
Kutak Rock LLP, Los Angeles, California is acting as Underwriter’s Counsel. 
 
Bond Counsel, Disclosure Counsel and Underwriter’s Counsel will receive compensation 

from the City contingent upon the sale and delivery of the Series 2019B Bonds. 
 
 

NO LITIGATION 
 
No litigation is pending or threatened concerning the validity of the Series 2019B Bonds.  

Neither the Authority nor the City is aware of any litigation pending or threatened questioning the 
political existence of the Authority or the City or contesting the Authority’s ability to issue and pay 
the principal of and interest on the Series 2019B Bonds when due.   

 
 

FINANCIAL STATEMENTS OF THE CITY 
 
Included in this Official Statement, as Appendix C, are the audited financial statements of 

the City for the year ended June 30, 2018, audited by Macias Gini & O’Connell LLP, Newport 
Beach, California, independent certified public accountants (the “Auditor”).  The City’s financial 
statements are public documents and are included within this Official Statement without the prior 
approval of the Auditor. Accordingly, the Auditor has not performed any post-audit review of the 
financial condition of the City. 

 
 

RATING 
 
S&P Global Ratings has assigned the Series 2019B Bonds the rating set forth on the cover 

page.  Such rating reflects only the views of such rating agency, and an explanation of the 
significance of the rating may be obtained by contacting it at:  S&P Global Ratings, 55 Water 
Street, New York, New York 10041.  Such rating is not a recommendation to buy, sell or hold the 
Series 2019B Bonds.  There is no assurance that such rating will continue for any given period of 
time or that such rating will not be revised downward or withdrawn entirely by such organizations, 
if in the rating agency’s judgment circumstances so warrant.  Any such downward revision or 
withdrawal of such rating may have an adverse effect on the market price of the Series 2019B 
Bonds. 
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UNDERWRITING 
 
The Series 2019B Bonds are being purchased by Stifel, Nicolaus & Company, 

Incorporated (the “Underwriter”).  The Underwriter will purchase the Series 2019B Bonds from 
the Authority at an aggregate purchase price representing the principal amount of the Series 
2019B Bonds, plus/less $_____________ of [net] original issue premium/discount and less 
$_____________ of Underwriter’s discount. 

 
The Series 2019B Bonds are offered for sale at the initial prices stated on the inside cover 

page of this Official Statement, which may be changed from time to time by the Underwriter.  The 
Series 2019B Bonds may be offered and sold to certain dealers at prices lower than the public 
offering prices. 

 
 

MUNICIPAL ADVISOR 
 
The City has retained CSG Advisors Incorporated, San Francisco, California, as Municipal 

Advisor for the sale of the Series 2019B Bonds (the “Municipal Advisor”).  The Municipal Advisor is 
not obligated to undertake, and has not undertaken to make, an independent verification or to assume 
any responsibility for the accuracy, completeness or fairness of the information contained in this 
Official Statement. 

 
The Municipal Advisor is an independent advisory firm and is not engaged in the business of 

underwriting, trading or distributing municipal or other public securities. 
 

 
CONTINUING DISCLOSURE 

 
The City has covenanted for the benefit of the holders and beneficial owners of the Series 

2019B Bonds to provide certain financial information and operating data (the “Annual Report”) 
by not later than 270 days following the end of the City’s fiscal year (which fiscal year currently 
ends on June 30), commencing with the Annual Report for the fiscal year ended June 30, 2019, 
and to provide notices of the occurrence of certain enumerated events as required by Securities 
and Exchange Commission Rule 15c2-12(b)(5) under the Securities Exchange Act of 1934, as 
amended (the “Rule”). The specific nature of the information to be contained in the annual report 
or the notices of enumerated events is summarized under the caption “APPENDIX E – FORM OF 
CONTINUING DISCLOSURE CERTIFICATE.” These covenants have been made in order to 
assist the Underwriters in complying with the Rule. 

 
The City and its related governmental entities – specifically those entities for whom City 

staff is responsible for undertaking compliance with continuing disclosure undertakings – have 
previously entered into numerous disclosure undertakings under the Rule in connection with the 
issuance of other obligations. 

In the past, to assist the City and its related governmental entities in meeting their 
continuing disclosure obligations, the City retained certain corporate trust banks to act as 
dissemination agent. The City and its related governmental entities have not, on a handful of 
occasions during the past five years, fully complied, in all material respects, with their disclosure 
undertakings because on certain occasions in the last five years, the City did not timely file 
(1) notice of rating changes to bond insurers and other credit and/or liquidity providers for City 
debt obligations, (2) certain financial information or operating data for Fiscal Year 2014-15 
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required to be filed with respect to debt obligations of the City or its related government entities, 
and (3) a notice of successor trustee for a prior City debt obligation. 

The City and its related governmental entities have made filings to correct all known 
instances of non-compliance during the last five years. The City believes that it has established 
internal processes, including a written continuing disclosure policy that will ensure that it and its 
related governmental entities will meet all material obligations under their respective continuing 
disclosure undertakings.  The City also now handles its and its related governmental entities’ 
continuing disclosure obligations internally and no longer uses third-party dissemination agents 
for that purpose.  Additionally, the City has engaged a consultant to annually verify its continuing 
disclosure filings and identify any deficiencies, whether material or otherwise, so that any required 
corrective action can be taken.  

 
 

MISCELLANEOUS 
 
References are made in this Official Statement to certain documents and reports which 

are brief summaries thereof which do not purport to be complete or definitive and reference is 
made to such documents and reports for full and complete statements of the contents thereof.  
Copies of the Indenture, the Lease Agreement, the Ground Lease and other documents are 
available, upon request, and upon payment to the City of a charge for copying, mailing and 
handling, from the City Clerk at the City of Riverside, 3900 Main Street, Riverside, California 
92522. 

 
Any statements in this Official Statement involving matters of opinion, whether or not 

expressly so stated, are intended as such and not as representations of fact.  This Official 
Statement is not to be construed as a contract or agreement between the Authority or the City 
and the purchasers or Owners of any of the Series 2019B Bonds. 

 
The execution and delivery of this Official Statement have been duly authorized by the 

Authority and the City. 

RIVERSIDE PUBLIC FINANCING 
AUTHORITY 

By:   
 Treasurer 
 
 
 
CITY OF RIVERSIDE 

By:   
 Chief Financial Officer/Treasurer 
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APPENDIX A 
 

CITY OF RIVERSIDE GENERAL DEMOGRAPHIC AND FINANCIAL INFORMATION 
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APPENDIX B 
 

SUMMARY OF THE PRINCIPAL LEGAL DOCUMENTS 
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APPENDIX C 
 

AUDITED FINANCIAL STATEMENTS OF THE CITY 
FOR THE YEAR ENDED JUNE 30, 2018 
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APPENDIX D 
 

PROPOSED FORM OF BOND COUNSEL OPINION 
 

_________, 2019 
 
 

Riverside Public Financing Authority 
Riverside, California 

Re: $_________ Riverside Public Financing Authority Lease Revenue Bonds, Series 
2019B (Main Library Project) 

 
Ladies and Gentlemen: 

We have acted as Bond Counsel in connection with the sale and issuance by the Riverside 
Public Financing Authority (the “Authority”) of $_________ aggregate principal amount of the 
Riverside Public Financing Authority Lease Revenue Bonds Series 2019B (Main Library Project) 
(the “Bonds”).  The Bonds are being issued pursuant to the Indenture dated as of August 1, 2012, 
as amended and supplemented by the First Supplemental Indenture dated as of June 1, 2019 
(collectively, the “Indenture”), each by and among the Authority, the City of Riverside (the “City”) 
and U.S. Bank National Association, as trustee (the “Trustee”).  The Bonds are payable, in part, 
from Base Rental Payments made by the City pursuant to the terms of a Lease Agreement dated 
as of August 1, 2012, as amended and supplemented by the First Supplement to Lease 
Agreement dated as of June 1, 2019 (collectively, the “Lease”), each by and between City and 
the Authority.  Capitalized terms not defined herein shall have the meanings set forth in the 
Indenture.  

The Bonds are dated their date of delivery, have been issued for the purposes set forth in 
the Indenture in fully registered form, bear interest from their dated date at the rates described in, 
and mature and are subject to redemption prior to maturity in the manner and upon the terms and 
conditions as set forth in, the Indenture.  The description of the Bonds and other statements 
concerning the terms and conditions of the issuance of the Bonds set forth herein do not purport 
to set forth all of the terms and conditions of the Bonds or of any other document relating to the 
issuance of the Bonds, but are intended only to identify the Bonds and to describe briefly certain 
features thereof.  This opinion shall not be deemed or treated as an offering circular, prospectus 
or official statement, and is not intended in any way to be a disclosure document used in 
connection with the sale or delivery of the Bonds.  

In rendering the opinions set forth below, we have examined certified copies of the 
proceedings of the Authority and the City, and other information submitted to us relative to the 
issuance and sale by the Authority of the Bonds.  We have examined originals, or copies identified 
to our satisfaction as being true copies, of the Indenture, the Lease, the Ground Lease dated as 
of August 1, 2012, as amended and supplemented by the First Supplement to Ground Lease 
dated as of June 1, 2019 (collectively, the “Ground Lease”), each by and between the City and 
the Authority, the Assignment Agreement dated as of August 1, 2012, as amended and 
supplemented by the First Supplement to Assignment Agreement dated as of June 1, 2019 
(collectively, the “Assignment Agreement”), each by and between the Authority and the Trustee, 
the Tax Certificate relating to the Bonds (the “Tax Certificate”), the resolutions of the Authority 
and the City adopted on ____________, 2019 with respect to the Bonds, opinions of counsel to 
the City and the Authority, certificates of the City, the Authority and others, and such other 
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documents, agreements, opinions and matters as we have considered necessary or appropriate 
under the circumstances to render the opinions set forth herein.  

We have assumed the genuineness of all documents and signatures presented to us, the 
authenticity of documents submitted as originals and the conformity to originals of documents 
submitted as copies.  We have not undertaken to verify independently, and have assumed, the 
accuracy of the factual matters represented, warranted or certified in the documents, and of the 
legal conclusions contained in the opinions referred to in the preceding paragraphs of this opinion.  
Furthermore, we have assumed compliance with all covenants and agreements contained in the 
Indenture, the Lease, the Ground Lease, the Assignment Agreement and the Tax Certificate, 
including (without limitation) covenants and agreements compliance with which is necessary to 
assure that future actions, omissions or events will not cause the interest on the Bonds to be 
included in gross income for federal income tax purposes.  We call attention to the fact that the 
rights and obligations under the Bonds, the Indenture, the Lease, the Ground Lease, the 
Assignment Agreement and the Tax Certificate may be limited by bankruptcy, insolvency, 
reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or 
affecting creditors’ rights, by the application of equitable principles and the exercise of judicial 
discretion in appropriate cases and by the limitations on legal remedies against public agencies 
in the State of California.   

We express no opinion herein with respect to any indemnification, contribution, choice of 
law, choice of forum, penalty or waiver provisions contained in the Bonds, the Indenture, the 
Lease, the Ground Lease or the Assignment Agreement, nor do we express any opinion with 
respect to the state or quality of title to any of the real or personal property described in the Lease, 
the Ground Lease or the Assignment Agreement, or the accuracy or sufficiency of the description 
of any such property contained therein.  

Our opinion is limited to matters governed by the laws of the State of California and federal 
income tax law.  We assume no responsibility with respect to the applicability or the effect of the 
laws of any other jurisdiction.  

Based on and subject to the foregoing, and in reliance thereon and on all matters of fact 
as we deem relevant under the circumstances, and upon consideration of applicable laws, we are 
of the opinion that:  

1. The Bonds constitute the valid and binding limited obligations of the Authority.   

2. The Indenture has been duly authorized, executed and delivered by, and 
constitutes a valid and binding obligation of, the Authority.  The Indenture creates a valid pledge, 
to secure the payment of the principal of and interest on the Bonds issued thereunder, of the Base 
Rental Payments and any other amounts held by the Trustee in the Base Rental Payment Fund, 
the Interest Fund, the Principal Fund and the Redemption Fund established pursuant to the 
Indenture, except the Rebate Fund, subject to the provisions of the Indenture permitting the 
application thereof for the purposes and on the terms and conditions set forth in the Indenture. 

3. The Ground Lease and the Lease have been duly authorized and executed by the 
Authority and the City and constitute valid and binding agreements of the parties thereto.  The 
Assignment Agreement has been duly authorized and executed by the Authority and, assuming 
due execution by the Trustee, constitutes a valid and binding agreement of the Authority.  The 
obligation of the City to pay Base Rental Payments during the term of the Lease constitutes a 
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valid and binding obligation of the City provided that such Base Rental Payments are payable 
only from funds of the City legally available therefor. 

4. The Bonds are not a lien or charge upon the funds or property of the Authority 
except to the extent of the pledge under the Indenture.  Neither the faith and credit nor the taxing 
power of the State of California or of any political subdivision thereof, including the City, is pledged 
to the payment of the principal of, redemption premium, if any, or interest on the Bonds.  The 
Bonds are not a debt of the Authority, the City, the State of California or any political subdivision 
thereof within the meaning of any constitutional or statutory debt limit or restriction.  

5. Under existing statutes, regulations, rulings and judicial decisions, interest (and 
original issue discount) on the Bonds is excluded from gross income for federal income tax 
purposes, is not an item of tax preference for purposes of calculating the federal alternative 
minimum tax imposed on individuals.  The foregoing opinion is subject to the condition that the 
Authority and the City comply with all requirements of the Internal Revenue Code of 1986, as 
amended (the “Code”), that must be satisfied subsequent to the issuance of the Bonds to assure 
that such interest (and original issue discount) will not become includable in gross income for 
federal income tax purposes.  Failure to comply with such requirements of the Code might cause 
interest (and original issue discount) on the Bonds to be included in gross income for federal 
income tax purposes retroactive to the date of issuance of the Bonds.  The Authority and the City 
have covenanted to comply with all such requirements.  

6. The difference between the issue price of a Bond (the first price at which a 
substantial amount of the Bonds of a maturity are to be sold to the public) and the stated 
redemption price at maturity with respect to such Bond constitutes original issue discount.  
Original issue discount accrues under a constant yield method, and original issue discount will 
accrue to a Bond owner before receipt of cash attributable to such excludable income.  The 
amount of original issue discount deemed received by a Bond owner will increase the Bond 
owner’s basis in the applicable Bond.  Original issue discount that accrues for the Bond owner is 
excluded from the gross income of such owner for federal income tax purposes, is not an item of 
tax preference for purposes of calculating the federal alternative minimum tax imposed on 
individuals and is exempt from State of California personal income tax.  

7. The amount by which a Bond owner’s original basis for determining loss on sale 
or exchange in the applicable Bond (generally, the purchase price) exceeds the amount payable 
on maturity (or on an earlier call date) constitutes amortizable Bond premium, which must be 
amortized under Section 171 of the Code; such amortizable Bond premium reduces the Bond 
owner’s basis in the applicable Bond (and the amount of tax-exempt interest received), and is not 
deductible for federal income tax purposes.  The basis reduction as a result of the amortization of 
Bond premium may result in a Bond owner realizing a taxable gain when a Bond is sold by the 
owner for an amount equal to or less (under certain circumstances) than the original cost of the 
Bond to the owner.  

8. Interest (and original issue discount) on the Bonds is exempt from State of 
California personal income tax.  

Except as set forth in paragraphs 5 through 8 above, we express no opinion as to any tax 
consequences related to the Bonds.  Other provisions of the Code may give rise to adverse 
federal income tax consequences to particular owners of the Bonds.  The scope of this opinion is 
limited to matters addressed above and no opinion is expressed hereby regarding other federal 
tax consequences that may arise due to ownership of the Bonds.  



 

D-4 

Certain agreements, requirements and procedures contained or referred to in the 
Indenture, the Lease, the Ground Lease, the Assignment Agreement and the Tax Certificate and 
other relevant documents may be changed and certain actions (including, without limitation, 
defeasance of the Bonds) may be taken or omitted under the circumstances and subject to the 
terms and conditions set forth in such documents.  We express no opinion herein as to the effect 
on the exclusion from gross income for federal income tax purposes of interest (or original issue 
discount) on any Bond if any such change occurs or action is taken or omitted upon the advice or 
approval of counsel other than Stradling Yocca Carlson & Rauth, a Professional Corporation.  

The opinions expressed herein are based on an analysis of existing laws, regulations, 
rulings and judicial decisions and cover certain matters not directly addressed by such authorities.  
Such opinions may be affected by actions taken or omitted or events occurring after the date 
hereof.  We have not undertaken to determine, or to inform any person, whether any such actions 
are taken or omitted or events do occur, and we disclaim any obligation to update this opinion.  
Our engagement as Bond Counsel terminates upon the issuance of the Bonds. 

The scope of our engagement in relation to the issuance of the Bonds has been limited 
solely to the examination of facts and law incident to rendering the opinions expressed herein.  
We have not been engaged or undertaken to review, confirm or verify, and therefore express no 
opinion herein as to, the accuracy, completeness, fairness or sufficiency of any of the statements 
in the Official Statement or any exhibits or appendices thereto or any other offering material 
relating to the Bonds.  In addition, we have not been engaged to and therefore express no opinion 
as to the compliance by the Authority or the underwriter with any federal or state statute, regulation 
or ruling with respect to the sale or distribution of the Bonds. 

Respectfully submitted, 
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APPENDIX E 
 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 
 
 

THIS CONTINUING DISCLOSURE CERTIFICATE (the “Disclosure Certificate”) dated 
________________, 2019 is executed and delivered by the City of Riverside (the “Issuer”) in 
connection with the issuance and delivery of $________ Riverside Public Financing Authority 
Lease Revenue Bonds, Series 2019B (Main Library Project) (the “Bonds”). The Bonds are being 
issued pursuant to an Indenture, dated as of August 1, 2012, as supplemented by a First 
Supplemental Indenture, dated as of June 1, 2019, by and among the City, the Authority and U.S. 
Bank National Association, as trustee. 

 
SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being 

executed and delivered by the Issuer for the benefit of the Owners of the Bonds and in order to 
assist the Participating Underwriters in complying with the Rule.  

 
SECTION 2. Definitions. In addition to the definitions set forth in the Indenture, which 

apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this 
Section, the following capitalized terms shall have the following meanings:  

 
“Annual Report” shall mean any Annual Report provided by the Issuer pursuant to, and as 

described in, Sections 3 and 4 of this Disclosure Certificate.  
 
“Disclosure Representative” shall mean the City Manager, Treasurer or Chief Financial 

Officer of the Issuer or either of their designees, or such other officer or employee as the Issuer 
shall designate in writing from time to time.  

 
“Dissemination Agent” shall mean, initially, the Issuer, acting in its capacity as 

Dissemination Agent hereunder, or any successor Dissemination Agent designed in writing by the 
Issuer and which has been filed with the then current Dissemination Agent a written acceptance 
of such designation.  

 
‘‘EMMA’’ shall mean the Electronic Municipal Market Access system of the MSRB.  
 
“Listed Events” shall mean any of the events listed in Section 5 of this Disclosure 

Certificate.  
 
“MSRB” shall mean the Municipal Securities Rulemaking Board and any successor entity 

designated under the Rule as the repository for filings made pursuant to the Rule.  
 
“Official Statement” means the Official Statement relating to the Bonds dated 

____________, 2019.  
 
‘‘Participating Underwriter” shall mean Stifel, Nicolaus & Company, Incorporated, as the 

original underwriter of the Bonds.  
 
“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange 

Commission under the Securities Exchange Act of 1934, as the same may be amended from time 
to time.  
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SECTION 3. Provision of Annual Reports.  
 
(a) The Issuer shall, or shall cause the Dissemination Agent upon written direction to, 

not later than 270 days following the end of the Issuer’s fiscal year (which presently ends on June 
30), commencing with the report for the fiscal year ending June 30, 2019, provide to the MSRB 
an Annual Report that is consistent with the requirements of Section 4 of this Disclosure 
Certificate. The Annual Report shall be provided to the MSRB in an electronic format as 
prescribed by the MSRB and shall be accompanied by identifying information as prescribed by 
the MSRB. The Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may include by reference other information as provided in Section 4 
of this Disclosure Certificate; provided that the audited financial statements of the Issuer may be 
submitted separately from and later than the balance of the Annual Report if they are not available 
by the date required above for the filing of the Annual Report.  

 
The Annual Report shall be provided at least annually notwithstanding any fiscal year 

longer than 12 calendar months. The Issuer’s fiscal year is currently effective from July 1 to the 
immediately succeeding June 30 of the following year. The Issuer will promptly notify the MSRB 
and the Dissemination Agent (if other than the Issuer) of a change in the fiscal year dates. The 
Issuer shall provide a written certification with each Annual Report furnished to the Dissemination 
Agent to the effect that such Annual Report constitutes the Annual Report required to be furnished 
by it hereunder. The Dissemination Agent may conclusively rely upon such certification of the 
Issuer and shall have no duty or obligation to review such Annual Report.  

 
(b) If the Dissemination Agent is a person or entity other than the Issuer then, not later 

than fifteen (15) days prior to the date specified in subsection (a) for providing the Annual Report 
to the MSRB, the Issuer shall provide the Annual Report to the Dissemination Agent. If by fifteen 
(15) days prior to such date the Dissemination Agent has not received a copy of the Annual 
Report, the Dissemination Agent shall contact the Issuer to determine if the Issuer is in compliance 
with subsection (a). If the Issuer does not provide (or cause the Dissemination Agent to provide) 
an Annual Report by the Annual Report due date, the Issuer shall provide (or cause the 
Dissemination Agent to provide) to the MSRB, in an electronic format as prescribed by the MSRB, 
a notice in substantially the form attached as Exhibit A. 

 
(c) If the Dissemination Agent is unable to verify that an Annual Report has been 

provided to the MSRB by the date required in subsection (a), the Dissemination Agent shall send 
a notice to the MSRB in a timely manner, in the form required by the MSRB.  

 
(d) The Dissemination Agent shall:  
 

(i) confirm the electronic filing requirements of the MSRB for the Annual 
Reports; and 

 
(ii)  promptly after receipt of the Annual Report, file a report with the Issuer 

certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, 
stating the date it was provided the MSRB. The Dissemination Agent’s duties under this 
clause (ii) shall exist only if the Issuer provides the Annual Report to the Dissemination 
Agent for filing.  

 
(e) Notwithstanding any other provision of this Disclosure Certificate, all filings shall 

be made in accordance with the MSRB’s EMMA system or in another manner approved under 
the Rule.  
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SECTION 4. Content of Annual Reports. The Issuer’s Annual Report shall contain or 

include by reference the following:  
 
(a) The audited financial statements of the Issuer for the most recent fiscal 

year of the Issuer then ended, which may be a part of the Issuer’s audited financial 
statements.  If the audited financial statements are not available by the time the Annual 
Report is required to be filed, the Annual Report shall contain any unaudited financial 
statements of the Issuer in a format similar to the financial statements, and the audited 
financial statements shall be filed in the same manner as the Annual Report when they 
become available. Audited financial statements, if any, of the Issuer shall be audited by 
such auditor as shall then be required or permitted by State law. Audited financial 
statements shall be prepared in accordance with generally accepted accounting principles 
as prescribed for governmental units by the Governmental Accounting Standards Board; 
provided, however, that the Issuer may from time to time, if required by federal or state 
legal requirements, modify the basis upon which its financial statements are prepared. In 
the event that the Issuer shall modify the basis upon which its financial statements are 
prepared, the Issuer shall provide a notice of such modification to the MSRB, including a 
reference to the specific federal or state law or regulation specifically describing the legal 
requirements for the change in accounting basis.  

 
(b) To the extent not included in the audited financial statements of the Issuer, 

the Annual Report shall also include the following:  
 

(i) Table 2, containing information about the City’s General Fund 
balance sheet;  

(ii) Tables 3 and 6, containing information concerning the actual 
revenues, expenditures and beginning and ending fund balances relating to the 
General Fund of the City, and showing tax revenue collections by source; 

(iii) Table 4, containing only the General Fund adopted budget 
information (and not projected actual information); 

(iv) Table 9, containing information about assessed values of taxable 
property; 

(v) Table 10, containing information about principal property taxpayers;  

(vi) Table 11, showing property tax levies and collections, only if and for 
so long as the City is not covered by the County’s Teeter Plan; 

(vii) Table 12, containing information showing the aggregate principal 
amount of long-term bonds, leases and other obligations of the City which are 
payable out of the General Fund of the City; and 

(viii) Tables 14 through 17, containing information on the City’s funding 
status and contribution rates with respect to its PERS retirement plans. 

(c) Any or all of the items listed above may be included by specific reference 
to other documents, including official statements of debt issues of the Issuer or related 
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public entities, which have been submitted to the MSRB or the Securities and Exchange 
Commission. If the document included by reference is a final official statement, it must be 
available from the MSRB. The Issuer shall clearly identify each such other document so 
included by reference.  

 
SECTION 5. Reporting of Significant Events.  

 
(a) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be 

given, notice of the occurrence of any of the following events with respect to the Bonds in a timely 
manner not more than ten (10) business days after the event:  

 
(1) principal and interest payment delinquencies;  
 
(2) unscheduled draws on debt service reserves reflecting financial difficulties;  
 
(3) unscheduled draws on credit enhancements reflecting financial difficulties;  
 
(4) substitution of credit or liquidity providers, or their failure to perform;  
 
(5) adverse tax opinions or issuance by the Internal Revenue Service of 

proposed or final determinations of taxability or of the Notice of Proposed 
Issue (IRS Form 5701-TEB);  

 
(6) tender offers;  
 
(7) defeasances;  
 
(8) ratings changes;  
 
(9) bankruptcy, insolvency, receivership or similar proceedings; and 
 

Note: for the purposes of the event identified in subparagraph (9), the event 
is considered to occur when any of the following occur: the appointment of a 
receiver, fiscal agent or similar officer for an obligated person in a proceeding 
under the U.S. Bankruptcy Code or in any other proceeding under state or federal 
law in which a court or governmental authority has assumed jurisdiction over 
substantially all of the assets or business of the obligated person, or if such 
jurisdiction has been assumed by leaving the existing governmental body and 
officials or officers in possession but subject to the supervision and orders of a 
court or governmental authority, or the entry of an order confirming a plan of 
reorganization, arrangement or liquidation by a court or governmental authority 
having supervision or jurisdiction over substantially all of the assets or business of 
the obligated person.  

 
(10) default, event of acceleration, termination event, modification of terms, or 

other similar events under the terms of the financial obligation of the Issuer 
or obligated person, any of which reflect financial difficulties. 

 
(b) Pursuant to the provisions of this Section 5, the Issuer shall give, or cause to be 

given, notice of the occurrence of any of the following events with respect to the Bonds, if material:  
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(1) unless described in paragraph 5(a)(5), notices or determinations by the 
Internal Revenue Service with respect to the tax status of the Bonds or 
other material events affecting the tax status of the Bonds;  

 
(2) the consummation of a merger, consolidation or acquisition involving an 

obligated person or the sale of all or substantially all of the assets of the 
obligated person, other than in the ordinary course of business, the entry 
into a definitive agreement to undertake such an action or the termination 
of a definitive agreement relating to any such actions, other than pursuant 
to its terms;  

 
(3) appointment of a successor or additional trustee or the change of the 

name of a trustee;  
 
(4) nonpayment related defaults;  
 
(5) modifications to the rights of Owners of the Bonds;  
 
(6) notices of redemption;   
 
(7) release, substitution or sale of property securing repayment of the Bonds; 

and 
 
(8) incurrence of a financial obligation of the Issuer or agreement to 

covenants, events of default, remedies, priority rights, or other similar 
terms of a financial obligation of the Issuer, any of which affect security 
holders.  

 
(c) Whenever the Issuer obtains knowledge of the occurrence of a Listed Event 

described in subsection (b), the Issuer shall as soon as possible determine if such event would 
be material under applicable federal securities laws.  

 
(d) If the Issuer determines that knowledge of the occurrence of a Listed Event under 

Section 5(b) would be material under applicable federal securities laws, the Issuer shall file a 
notice of such occurrence with EMMA in a timely manner not more than ten (10) business days 
after the event. 

 
(e) The Issuer hereby agrees that the undertaking set forth in this Disclosure 

Certificate is the responsibility of the Issuer and that the Dissemination Agent shall not be 
responsible for determining whether the Issuer’s instructions to the Dissemination Agent under 
this Section 5 comply with the requirements of the Rule.  

 
(f) If the Dissemination Agent has been instructed by the Issuer to report the 

occurrence of a Listed Event, the Dissemination Agent shall file a notice of such occurrence with 
the MSRB. Notwithstanding the foregoing, notice of Listed Events described in subsections (a)(7) 
and (b)(6) need not be given under this subsection any earlier than the notice (if any) of the 
underlying event is given to Owners of affected Bonds pursuant to the Indenture. In each case of 
the Listed Event, the Dissemination Agent shall not be obligated to file a notice as required in this 
subsection (f) prior to the occurrence of such Listed Event.  
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(g) Any of the filings required to be made under this Section 5 shall be made in 
accordance with the MSRB’s EMMA system or in another manner approved under the Rule. 

 
(h) As used in this Section 5, the term “financial obligation” means a (i) debt obligation; 

(ii) derivative instrument entered into in connection with, or pledged as security or a source of 
payment for, an existing or planned debt obligation; or (iii) guarantee of (i) or (ii). The term financial 
obligation shall not include municipal securities as to which a final official statement has been 
provided to the Municipal Securities Rulemaking Board consistent with the Rule.  

 
SECTION 6. Termination of Reporting Obligation. The obligation of the Issuer and the 

Dissemination Agent under this Disclosure Certificate shall terminate upon the legal defeasance, 
prior redemption or payment in full of all of Bonds. If such termination occurs prior to the final 
maturity of the Bonds, the Issuer shall give notice of such termination in the same manner as for 
a Listed Event under Section 5.  

 
SECTION 7. Dissemination Agent. The Issuer may, from time to time, appoint or engage 

a Dissemination Agent to assist it in carrying out its obligations under the Disclosure Certificate, 
and may discharge any such Dissemination Agent, with or without appointing a successor 
Dissemination Agent. The initial Dissemination Agent shall be the Issuer. The Dissemination 
Agent may resign by providing thirty days written notice to the Issuer and the Fiscal Agent. The 
Dissemination Agent shall not be responsible for the content of any report or notice prepared by 
the Issuer. The Dissemination Agent shall have no duty to prepare any information report nor shall 
the Dissemination Agent be responsible for filing any report not provided to it by the Issuer in a 
timely manner and in a form suitable for filing.  

 
SECTION 8. Amendment.  
 
(a)  This Disclosure Certificate may be amended, in writing, without the consent of the 

Owners, if all of the following conditions are satisfied: (1) such amendment is made in connection 
with a change in circumstances that arises from a change in legal (including regulatory) 
requirements, a change in law (including rules or regulations) or in interpretations thereof, or a 
change in the identity, nature or status of the Issuer or the type of business conducted thereby, 
(2) this Disclosure Certificate as so amended would have complied with the requirements of the 
Rule as of the date of this Disclosure Certificate, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances, (3) there shall have been 
delivered to the Issuer an opinion of a nationally recognized bond counsel or counsel expert in 
federal securities laws, addressed to the Issuer, to the same effect as set forth in clause (2) above, 
(4) the Issuer shall have delivered to the Dissemination Agent an opinion of nationally recognized 
bond counsel or counsel expert in federal securities laws, addressed to the Issuer, to the effect 
that the amendment does not materially impair the interests of the Owners, and (5) the Issuer 
shall have delivered copies of such opinion and amendment to the MSRB.  

 
(b) This Disclosure Certificate may be amended in writing with respect to the Bonds, 

upon obtaining consent of Owners at least 25% in aggregate principal of the Bonds then 
outstanding; provided that the conditions set forth in Section 8(a)(1), (2) and (3) have been 
satisfied; and provided, further, that the Dissemination Agent shall be obligated to enter into any 
such amendment that modifies or increases its duties or obligations hereunder.  

 
(c) To the extent any amendment to this Disclosure Certificate results in a change in 

the type of financial information or operating data provided pursuant to this Disclosure Certificate, 
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the first Annual Report provided thereafter shall include a narrative explanation of the reasons for 
the amendment and the impact of the change.  

 
(d) If an amendment is made to the basis on which financial statements are prepared, 

the Annual Report for the year in which the change is made shall present a comparison between 
the financial statements or information prepared on the basis of the new accounting principles 
and those prepared on the basis of the former accounting principles. Such comparison shall 
include a quantitative and, to the extent reasonably feasible, qualitative discussion of the 
differences in the accounting principles and the impact of the change in the accounting principles 
on the presentation of the financial information.  

 
SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be 

deemed to prevent the Issuer from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Certificate or any other means of communication, or 
including any other information in any Annual Report or notice of occurrence of a Listed Event, in 
addition to that which is required by this Disclosure Certificate. If the Issuer chooses to include 
any information in any Annual Report or notice of occurrence of a Listed Event in addition to that 
which is specifically required by this Disclosure Certificate, the Issuer shall have no obligation 
under this Disclosure Certificate to update such information or include it in any future Annual 
Report or notice if occurrence of a Listed Event.  

 
The Issuer acknowledges and understands that other state and federal laws, including but 

not limited to the Securities Act of 1933 and Rule 10b-5 promulgated under the Securities 
Exchange Act of 1934, may apply to the Issuer, and that under some circumstances compliance 
with this Disclosure Certificate, without additional disclosures or other action, may not fully 
discharge all duties and obligations of the Issuer under such laws. 

 
SECTION 10. Default. In the event the Issuer fails to comply with any provision in this 

Disclosure Certificate, the Dissemination Agent may (or shall upon direction of the Owners of 25% 
in aggregate principal of the Bonds then outstanding or the Participating Underwriter) take all 
action necessary to cause the Issuer to comply with this Disclosure Certificate. In the event of a 
failure of the Dissemination Agent to comply with any provision of this Disclosure Certificate, any 
Owner of the Bonds may take such actions as may be necessary and appropriate, including 
seeking mandate or specific performance by court order, to cause the Issuer to comply with its 
obligations under this Disclosure Certificate. A default under this Disclosure Certificate shall not 
be deemed an Event of Default under the Indenture, and the sole remedy under this Disclosure 
Certificate in the event of any failure of the Issuer to comply with this Disclosure Certificate shall 
be an action to compel performance.  

 
SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. If the 

Dissemination Agent is a person or entity other than the Issuer, this Section 11 shall apply. The 
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure 
Certificate, and the Issuer agrees to indemnify and save the Dissemination Agent, its officers, 
directors, employees and agents, harmless against any loss, expense and liabilities which it may 
incur arising out of or in the exercise or performance of its powers and duties hereunder, including 
the costs and expenses (including attorneys’ fees) of defending against any claim of liability, but 
excluding liabilities due to the Dissemination Agent’s negligence or willful misconduct. The 
Dissemination Agent shall be paid compensation by the Issuer for its services provided hereunder 
in accordance with its schedule of fees as amended from time to time and all expenses, legal fees 
and advances made or incurred by the Dissemination Agent in the performance of its duties 
hereunder. The Dissemination Agent shall have no duty or obligation to review any information 
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provided to it hereunder and shall not be deemed to be acting in any fiduciary capacity for the 
Issuer, the Bond Owner’s, or any other party. The obligations of the Issuer under this Section shall 
survive resignation or removal of the Dissemination Agent and payment of the Bonds. No person 
shall have any right to commence any action against the Dissemination Agent hereunder, seeking 
any remedy other than to compel specific performance of this Disclosure Certificate. The 
Dissemination Agent shall not be liable under any circumstances for monetary damages to any 
person for any breach under this Disclosure Certificate.  

 
SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit of 

the Issuer, the Dissemination Agent, the Participating Underwriters and Owners from time to time 
of the Bonds, and shall create no rights in any other person or entity. 
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SECTION 13. Notices. Notices should be sent in writing to the following addresses. The 
following information may be conclusively relied upon until changed in writing.  

 
Disclosure Representative:  City of Riverside 
    3900 Main Street 
    Riverside, California 92501 
 
 
 
     CITY OF RIVERSIDE  
 
 
     By:        
      Chief Financial Officer/Treasurer 
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EXHIBIT A 
 

NOTICE OF FAILURE TO FILE ANNUAL REPORT 
 
 
Name of Issuer:  City of Riverside 
 
Name of Issue:  Lease Revenue Bonds, Series 2019B (Main Library Project) 
  
Date of Issuance:  __________, 2019 
 
 
NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with respect 

to the above-named Bonds as required by the Continuing Disclosure Certificate dated 
_________, 2019. The City anticipates that the Annual Report will be filed by ________________. 

 
Dated:      
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APPENDIX F 
 

BOOK-ENTRY ONLY SYSTEM 
 

The information in this section concerning DTC and DTC’s book-entry only system has 
been obtained from sources that the Authority believes to be reliable, but the Authority takes no 
responsibility for the completeness or accuracy thereof.  The following description of the 
procedures and record keeping with respect to beneficial ownership interests in the Series 2019B 
Bonds, payment of principal, premium, if any, accreted value and interest on the Series 2019B 
Bonds to DTC Participants or Beneficial Owners, confirmation and transfers of beneficial 
ownership interests in the Series 2019B Bonds and other related transactions by and between 
DTC, the DTC Participants and the Beneficial Owners is based solely on information provided by 
DTC.  

 
1. The Depository Trust Company (“DTC”), New York, NY, will act as securities 

depository for the Series 2019B Bonds (the “Securities”).  The Securities will be issued as fully-
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such 
other name as may be requested by an authorized representative of DTC.  One fully-registered 
Security certificate will be issued for each maturity of the Securities in the aggregate principal 
amount of such maturity, and will be deposited with DTC.  If, however, the aggregate principal 
amount of any issue exceeds $500 million, one certificate will be issued with respect to each $500 
million of principal amount, and an additional certificate will be issued with respect to any 
remaining principal amount of such issue. 

 
2. DTC, the world’s largest securities depository, is a limited-purpose trust company 

organized under the New York Banking Law, a “banking organization” within the meaning of the 
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within 
the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered 
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  DTC holds 
and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, 
corporate and municipal debt issues, and money market instruments (from over 100 countries) 
that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post-
trade settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding 
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing 
Corporation, all of which are registered clearing agencies.  DTCC is owned by the users of its 
regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. 
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations 
that clear through or maintain a custodial relationship with a Direct Participant, either directly or 
indirectly (“Indirect Participants”).  DTC is rated “AA+” by Standard & Poor’s.  The DTC Rules 
applicable to its Participants are on file with the Securities and Exchange Commission.  More 
information about DTC can be found at www.dtcc.com and www.dtc.org. 

 
3. Purchases of Securities under the DTC system must be made by or through Direct 

Participants, which will receive a credit for the Securities on DTC’s records.  The ownership 
interest of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded 
on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive written 

http://www.dtc.org/
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confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction.  Transfers of ownership interests in the Securities are to be accomplished by 
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners.  Beneficial Owners will not receive certificates representing their ownership interests in 
Securities, except in the event that use of the book-entry system for the Securities is discontinued. 

 
4. To facilitate subsequent transfers, all Securities deposited by Direct Participants 

with DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other 
name as may be requested by an authorized representative of DTC.  The deposit of Securities 
with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not 
effect any change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners 
of the Securities; DTC’s records reflect only the identity of the Direct Participants to whose 
accounts such Securities are credited, which may or may not be the Beneficial Owners.  The 
Direct and Indirect Participants will remain responsible for keeping account of their holdings on 
behalf of their customers. 

 
5. Conveyance of notices and other communications by DTC to Direct Participants, 

by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants 
to Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time.  Beneficial Owners of Securities 
may wish to take certain steps to augment the transmission to them of notices of significant events 
with respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments 
to the Security documents.  For example, Beneficial Owners of Securities may wish to ascertain 
that the nominee holding the Securities for their benefit has agreed to obtain and transmit notices 
to Beneficial Owners.  In the alternative, Beneficial Owners may wish to provide their names and 
addresses to the registrar and request that copies of notices be provided directly to them. 

 
6. Redemption notices shall be sent to DTC.  If less than all of the Securities within a 

maturity are being redeemed, DTC’s practice is to determine by lot the amount of the interest of 
each Direct Participant in such maturity to be redeemed. 

 
7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote 

with respect to Securities unless authorized by a Direct Participant in accordance with DTC’s MMI 
Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Authority as soon 
as possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Participants to whose accounts Securities are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

 
8. Principal, redemption price and interest payments on the Securities will be made 

to Cede & Co., or such other nominee as may be requested by an authorized representative of 
DTC.  DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and 
corresponding detail information from the Authority or the Paying Agent, on payable date in 
accordance with their respective holdings shown on DTC’s records.  Payments by Participants to 
Beneficial Owners will be governed by standing instructions and customary practices, as is the 
case with securities held for the accounts of customers in bearer form or registered in “street 
name,” and will be the responsibility of such Participant and not of DTC, the Paying Agent, or the 
Authority, subject to any statutory or regulatory requirements as may be in effect from time to 
time.  Payment of principal, redemption price and interest payments to Cede & Co. (or such other 
nominee as may be requested by an authorized representative of DTC) is the responsibility of the 
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Authority or the Paying Agent, disbursement of such payments to Direct Participants will be the 
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the 
responsibility of Direct and Indirect Participants. 

 
9. If applicable, a Beneficial Owner shall give notice to elect to have its Securities 

purchased or tendered, through its Participant, to tender/remarketing agent, and shall effect 
delivery of such Securities by causing the Direct Participant to transfer the Participant’s interest 
in the Securities, on DTC’s records, to tender/remarketing agent.  The requirement for physical 
delivery of Securities in connection with an optional tender or a mandatory purchase will be 
deemed satisfied when the ownership rights in the Securities are transferred by Direct Participants 
on DTC’s records and followed by a book-entry credit of tendered Securities to tender/remarketing 
agent’s DTC account. 

 
10. DTC may discontinue providing its services as depository with respect to the 

Securities at any time by giving reasonable notice to the Authority or the Paying Agent.  Under 
such circumstances, in the event that a successor depository is not obtained, Security certificates 
are required to be printed and delivered. 

 
11. The Authority may decide to discontinue use of the system of book-entry-only 

transfers through DTC (or a successor securities depository).  In that event, Security certificates 
will be printed and delivered to DTC. 

 


