SOUTHERN CALIFORNIA

E S O N“‘ _ g/?al?lzsgg,- II{(:gyulatory Affairs
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January 25, 2017 10 CFR 50.71

U. S. Nuclear Regulatory Commission
ATTN: Document Control Desk
Washington, D. C. 20555-0001

Subject: Docket Nos. 50-361 and 50-362
Annual Corporate Financial Reports
San Onofre Nuclear Generating Station (SONGS) Units 2 and 3

Dear Sir or Madam:

In accordance with the requirements of 10 CFR Part 50, Section 50.71(b), enclosed are copies
of the annual financial reports for the licensees of the San Onofre Nuclear Generation Station,
Units 2 and 3, who do not submit a Form 10-Q with the Securities and Exchange Commission or
a Form 1 with the Federal Energy Regulatory Commission: the City of Riverside, California (for
the fiscal year ending June 30, 2016); and the City of Anaheim, California (for the fiscal year
ending June 30, 2016). Each report includes the appropriate certified financial statement
required by Section 50.71(b).

There are no new commitments or required actions resulting from this letter.

If you have any questions or require additional information, please call me at (949) 368-7418.

Sincerely,

Enclosures - I,L

cc: K. M.-Kennedy, Regional Administrator, NRC Region IV M O 0
M. G. Vaaler, NRC Project Manager, SONGS Units 2 and 3 Q/Kf

P. O. Box 128
San Clemente, CA 92672
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November 9, 2016
To the Honorable Mayor, Members of the City Council and Citizené’ of the City of Riverside:

It is our pleasure to submit the Comprehensive Annual Financial Report (CAFR) of the City of Riverside (the City) for the fiscal year
ended June 30, 2016.

This report consists of management’s representations concerning the finances of the City. Consequently, management assumes full
responsibility for the completeness and reliability of all of the information presented in this report. To provide a rational basis for making
these representations, management has established a comprehensive internal control framework that is designed both to protect the
City’s assets from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the City’s financial statements
in conformity with accounting principles generally accepted in the United States of America. Because the cost of internal controls
should not outweigh their benefits, internal controls have been designed to provide reasonable rather than absolute assurance that the
financial statements will be free from material misstatement. As management, we assert that, to the best of our knowledge and belief,
this financial report is complete and reliable in all material respects. .

The City’s financial statements have been audited by Macias Gini & O’Connell LLP, a firm of certified public accountants. The
independent auditor concluded, based on the audit, that there was a reasonable basis for rendering an unmodified opinion on the City’s
financial statements for the fiscal year ended June 30, 2016. The: mdependent auditor’s report is presented as the first component of
the financial section of this CAFR.

The independent audit of the financial statements of the City was part of the federally mandated “Single Audit” designed to meet the
special needs of federal grantor agencies. The standards governing Single Audit engagements require the independent auditor to
report not only on the fair presentation of the financial statements, but also on internal controls and compliance with legal requirements,
with emphasis on those involving the administration of federal awards/grants. These reports are available in the City’s separately issued
Single Audit Report. ‘

Management has provided an overall analysis of the financial sfatements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in conjunction with this section. The City’s
MD&A can be found immediately following the independent auditor’s report.




Profile of the City of Riverside

The City of Riverside, incorporated on October 11, 1883, is located in the western portion of Riverside County, about 60 miles east of
Los Angeles. The City currently occupies a land area of 81.507 square miles.

The City operates under the council-manager form of government, with a seven-member council elected by ward for four-year
overlapping terms. The mayor is elected at large for a four-year term and is the presiding officer of the Council, but does not have a
vote except in the case of a tie. The City Council is responsible, among other things, for passing ordinances, adopting the budget,
appointing committees, and hiring the City Manager, City Attorney and City Clerk. The City Manager is responsible for carrying out the
policies and ordinances of the Council, for overseeing the day-to-day operatlons of the City, and for appointing the heads of various
departments. The Council is elected on a non-partisan basis.

The City provides a full range of services which include general government, public safety (police, fire, disaster preparedness and
building inspection), construction and maintenance of highways and streets, economic development, culture and recreation, electric,
water, airport, refuse, sewer, and senior citizen/handicap transportation. In addition to general City activities, the Council is financially
accountable for the Riverside Housing Authority, Riverside Public Financing Authority, Riverside Municipal Improvements Corporation
and the Successor Agency, which was formed to hold the assets of the former Redevelopment Agency; therefore, these entities are
included as an integral part of the City’s financial statements. Additional information on these Iegally separate entities can be found in
note 1 in the Notes to Basic Financial Statements.

The annual budget serves as the foundation for the City’s financial planning and control. The City Manager presents the proposed
budget to the City Council for review at least thirty-five calendar days prior to the beginning of each fiscal year. The Council is required
to hold public hearings on the proposed budget and to adopt a final budget no later than June 30, which is the close of the City’s fiscal
year. The appropriated budget is prepared by fund and department. Department heads may make transfers of appropriations within a
department. Transfers of appropriations between departments, however, require the approval of the Council. Budget-to-actual
comparisons are provided in this report for each individual governmental fund for which an appropriated annual budget has been
adopted. For the general fund, this comparison is presented on page 25 as part of the basic financial statements for the governmental
funds. For governmental funds other than the general fund, with appropriated annual budgets, this comparison is-presented in the
governmental fund subsection of this report, which begins on page 75.

Local economy: The City is located in the Inland Empire, which consists of Riverside and San Bernardino Counties (the “MSA”). The
population of the Inland Empire at approximately 4.2 million is larger than 24 states. The City leads the Inland Empire in most measures
of economic power, including population, income, employment, bank deposits, assessed valuation, office space and college enrollment.
The population of the City is 324,696 which places it as the 7t largest in Southern California.

Unemployment in the MSA is currently at 6.6% up from 6.5% for the same period last year with modest improvements in the real estate
and home building sectors.

ii



The MSA is projected to grow in future years because land values contihue to remain well below those in Los Angeles, Orange and
San Diego Counties. Among the City’s challenges is a lack of available space for manufacturing and industrial development within
current boundaries. -

Goals and Vision: Through various strategic planning workshops the City Council identified the following seven strategic priorities for
the City:

Enhanced Customer Service — Improved quality of life

Economic Development — Continue to develop an economically vibrant City

Community Services — Provide appealing, accessible and safe venues

City Transportation Program — Continue to develop efflclent transportation systems and provide affordable optlons
for community mobility

+ Improve Housing Diversity and Options

¢ Improve Teamwork and Communication

* Reduce Taxpayer Liability and Reduce Costs Wherever Possible

-

As a result of the development of the seven strategic priorities, the Riverside 2.0 Strategic Plan was formed to implement the vision.
The purpose of the Riverside 2.0 Strategic Plan is to advance the City of Riverside’s mission statement: The City of Riverside is
‘committed to providing high quality municipal services to ensure safe, inclusive, and livable community. Additionally, the Riverside 2.0
Strategic Plan is intended to advance Seizing Our Destiny which is Riverside’'s community-driven campaign that builds on the city’s
existing strengths to create an even better place to live, work and play for future generations. The Seizing Our Destiny Campaign was
developed by City officials and civic leaders and encompasses a 20-year strategic vision that mobilizes the skills and resources of a
broad cross-section of Riverside toward one common goal — a better community for us all. The goal, or Vision, has four primary aspects
for Riverside:

Nurture Intelligent Growth
Catalyst for Innovation
Location of Choice
¢ Evolve as a Unified City
The City is in the initial implementation phase of the Strategic Plan and provides the City Council with periodic updates until the goals
of the Strategic Plan have been fully implemented which is anticipated to be in several years.

Long-term financial planning. For the Fiscal 2016-2017 and 2017-2018 Budget Cycle, the City’s first two-year budget and five-year
financial plan was presented. It is a process designed to bring enhanced transparency to the City's finances, operations and strategic
goals both internally with employees and departments, and externally with the residents and businesses. For the first time, the City’s
budget included the five-year plan as a separate section which serves as a framework for policy decisions on the two-year budget as
well as in the future. Among other things, the five-year plan allows the City to illustrate fiscal impacts of budget decisions in June 2016
on the General Fund Reserves through June 30, 2021.

il
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Additionally, the City Council received the first comprehensive Five-Year Capital Improvement Program (CIP) document. The first two
years included anticipated funding source for 87 projects in FY 2016/17 and 70 projects in FY 2017/18. The funded CIP projects are
incorporated into the City’s proposed FY 2016/18 Biennial Budget. The last three years of the CIP plan, from FY 2018/19 through
2020/21, contain projects that are anticipated to be funded during the term of the Five-Year CIP Plan.

The CIP two-year budget is $93 million for fiscal year (FY) 2016/17 and $65 million for FY 2017/18. The CIP five-year plan presents a
$348 million planned CIP revenue and expenditure budget for FY 2016/17 through FY 2020/21. The proposed CIP responds to the
needs of our residents to ensure the streets, public buildings, sewer, watér, and electric infrastructure, and parks are well maintained
and operated for optimum health and safety, added value, increased efficiency and functionality, enhanced attractiveness and
beautification, and compliance to legal mandates. The CIP document places equal emphasis on planning for new projects as well as
improving and preserving existing capital assets. In the next five years, $50 6 million has been programmed for Transportation and
Railroad-Related projects; $4.8 million for Municipal Buildings and Facmtles such as library, police, and fire facilities; $4.6 million for
Parks, Recreation, and Community Services projects; and $288 Million for upgrades to and expansion of the City’s electric, water,
sewer, and storm drain infrastructure. ;

Also for the first time, the City’s CIP document includes a list of Unfunded CIP Projects. This is an initial attempt to identify and quantify
the City’s true CIP needs - not only in the short term, but also in the long term. Although the list is comprehensive and reflects a good
assessment of the City’s needs, it is by no means a complete list as more work needs to be done in the coming years to refine this list,
create guidelines to prioritize projects, and prepare a strategic approach to fund and complete these unfunded projects.

Financial policies. Maintaining healthy reserves in the General Fund, and other Funds as well, is a critical component of the City’s
sound financial management practices. As a result, the City formally adopted a General Fund, Water Fund, and Electric Fund reserve
policy; the City is in the process of adopting a Sewer Fund reserve policy. The policy establishes minimum required reserve balances
for each of those funds. In the General Fund policy, there are two reserve categories with a goal to bring reserves to a total of 20%
level by FY 2019-20. An Emergency reserve has been established equal to 10% of the General Fund expenditure budget and a
Contingency reserve equal to 5% of the General Fund budget.

Emergency Reserve

The Emergency Reserve is established for the purpose of addressing any extremely unusual and infrequent occurrences, such as a
major natural disaster or a major unforeseen settlement. Utilization of the emergency reserve requires declaration of an emergency by
a two-thirds majority of the City Council, and specification of the maximum dollar amount to be used. In the event that the Emergency
Reserve is accessed, staff must present a plan to the City Council following the termination of the emergency to return the Emergency
Reserve to the 10% minimum level with an aspirational goal of 15% by FY 2019-20. The proposed timeline for restoring the reserve
level must not exceed three years.

Contingency Reserve

The Contingency Reserve is established for the purpose of provndmg a "bridge" to facilitate a measured and thoughtful reduction in
expenditures during times of economic downturn, rather than making immediate and drastic budget cuts without the time for proper
evaluation. Utilization of the economic contingency reserve, including specification of the maximum dollar amount to be used, requires
approval by a two-thirds majority of the City Council. Once utilization of the Economic Contingency Reserve has been terminated,
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staff must present a plan to the City Council to return the Economic Contingency Reserve to the 5% minimum level over no more than
a three year period. ) :
Surplus Reserves ;
While it is anticipated that ongoing needs of the City will prevent the General Fund Reserve balance from greatly exceeding the total
15% (or 20%) requirement of the Emergency Reserve and Contingency Reserve, it is likely that excess funds will be on hand from
time to time. These funds are termed Surplus Reserves in the policy. If atlany time the Surplus Reserves exceed 10% of the general
fund expenditure budget during a fiscal year (for a total of a 25% General Fund Reserve balance), staff must present a plan to the
City Council with options for appropriate uses for the excess funds to brlng the General Fund Reserve balance to the 25% level or
below. These uses could include deferred capital projects, vehicle or equipment purchases, or other expenditures of a one-time
nature. L

Awards and Acknowledgements i ;

| .
The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting
(Program) to the City for its comprehensive annual financial report (CAFR)Jfor the fiscal year ended June 30, 2015. This was the twenty-
seventh consecutive year that the City has received this prestigious award The City received this award for publishing an easily
readable and efficiently organized CAFR that satisfied both Generally Accepted Accounting Principles (GAAP) and applicable legal
requirements. L
;nt CAFR continues to meet the Program’s requirements and
Budget Presentation Award: The City received the GFOA’s Distinguished|Budget Presentation Award for its annual budget document
for the fiscal year beginning July 1, 2015. In order to receive this award, a governmental unit must publish a budget document that

meets program criteria as a policy document, as an operations guide, as e financial plan, and as a communication device.

This award is valid for a period of one year only. We believe that our curre
we are submitting it to the GFOA again this year.

|
The preparation of this report would not have been possible without the efficient and dedicated services of the entire staff of the Finance
Department. We would like to express our appreciation to all members of the department who assisted and contributed to its
preparation. Credit also must be given to the Mayor and the City Council foF their unfailing support for maintaining the highest standards
of professionalism in the management of the City’s finances.

Respectfully submitted, |
e -

Scott G. Miller, PhD.
Chief Financial Officer/Treasurer
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The Government Finance Officers Association of the
United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial
Reporting to the City of Riverside for our Comprehensive
Annual Financial Report for the fiscal year ended June
30, 2015.

In order to be awarded a Certificate of Achievement, a
governmental unit must publish an easily readable and
efficiently organized Comprehensive Annual Financial
Report, whose contents conform to program standards.
Such reports must satisfy both generally accepted

accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one
year only. We believe our current report continues to
meet the Certificate of Achievement Program
requirements, and we are submitting it to GFOA to

determine its eligibility for another cettificate.
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Independent Auditor’s Report . .

acramento

San Diego

Honorable Mayor and Members of the City Council San Francisco
City of Riverside, California

Walnut Creek

Report on the Financial Statements ‘ Woodland Hills

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Riverside, California (the City), as of and for the year ended June 30, 2016, and the related
notes to the financial statements, which collectively comprise the City’s basic financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair

" presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund information of the City as of June 30,
2016, and the respective changes in financial position and, where applicable, cash flows thereof and the respective budgetary comparison for the
General Fund for the fiscal year then ended in accordance with accounting principles generally accepted in the United States of America.

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




Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis on pages 3 -18,
pension schedule of changes in net pension liability and related ratios during the measurement period on page 67, pension schedule of plan
contributions on page 68 and other post-employment benefits schedules of funding progress on page 69, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City’s basic financial
statements. The combining and individual fund statements and schedules and other information, such as the introductory and statistical section as
listed in the table of contents, are presented for purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual fund statements and schedules are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements or to the basic financial

statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States of America.

In our opinion, the combining and individual fund statements and schedules are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applled in the audit of the basic financial statements
and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 9, 2016 on our consideration of the City's
internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering the City's internal control over financial
reporting and compliance.

Meies Gii & OCoel (BP

Newport Beach, California
November 9, 2016



Management’s Discussion and Analysis
(Unaudited)

As management of the City, we offer this narrative overview and analysis of financial activities for the fiscal year ended June 30, 2016.
We encourage readers to consider the information presented here in conjunction with additional information furnished in our letter of
transmittal, which can be found on page i of this report. All amounts, unless otherwise indicated, are expressed in thousands of dollars
(0,000). ’

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’'s basic financial statements, comprised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to basic financial statements. This
report also contains certain supplementary information. ‘

Government-wide financial statements The government-wide financial statements are designed to provide readers with a broad
overview of the City's finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets, liabilities, and deferred inflows and outflows of resources,
with the difference reported as net position. Over time, increases or decreases in the City’s net position may serve as a useful indicator of
whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City's net position changed during the most recent fiscal year. All
changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned but unused vacation leave).

The government-wide financial statements distinguish functions of the City that are principally supported by taxes and intergovernmental
revenues (governmental activities) from other functions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The governmental activities of the City include general government, public safety, highways
and streets, and culture and recreation. The business-type activities of the City include Electric, Water, Sewer, Refuse, Public Parking,
Airport and Transportation services.

The government-wide financial statements include the activities of the City and three blended component units, which consist of the
Riverside Housing Authority, Riverside Public Financing Authority and the Riverside Municipal Improvements Corporation. Although
legally separate, these entities function for all practical purposes as departments of the City and therefore have been blended as part of
the primary government. The Successor Agency to the Redevelopment Agency of the City of Riverside (Successor Agency) is also
included as a fiduciary component unit since it would be misleading to exclude the Successor Agency due to the nature and significance
of the relationship between the City and the Successor Agency. The activity of the Successor Agency is reported with the City’s fiduciary
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funds, which is not included in the government-wide statements since the resources of those funds are not available to support the City’s
own programs.

Both the Governmental Activities and the Business-Type Activities are presented on the accrual basis of accounting, a basis of
accounting that differs from the modified accrual basis of accounting used in presenting governmental fund financial statements. Note 1
of the Notes to Basic Financial Statements fully describe these bases of accounting. Proprietary funds, discussed below, also follow the
accrual basis of accounting.

The government-wide financial statements can be found on pages 19-20 of this report.

Fund financial statements A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can be divided into three categories:
governmental, proprietary, and fiduciary.

Governmental funds Governmental funds are used to account for the same functions reported as governmental activities in the
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources as well as on balances of spendable resources available at
the end of the fiscal year.

It is useful to compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. Reconciliations to facilitate this comparison are provided for both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances. The major reconciling
items relate to capital assets and debt. In the Governmental Funds, acquisitions of capital assets are treated as “expenditures” because
upon purchase of a capital asset, cash used for the acquisition is no longer available for other purposes. The issuance of debt provides
cash, which is now available for specified purposes. Accordingly, at the end of the fiscal year, the unrestricted fund balances of the
Governmental Funds reflect spendable resources available for appropriation by the City Council. Spendable balances are not presented
on the face of the government-wide financial statements.

The City maintains thirteen individual governmental funds. Information is presented separately in the governmental fund balance sheet
and in the governmental fund statement of revenues, expenditures, and changes in fund balances for the General Fund and Capital
Outlay Fund, which are major funds. Data from the other eleven governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the form of combining statements and can be found on
" pages 71-74 in this report.

The City adopted an annual appropriated budget for its General Fund for the Year ended June 30, 2016. A budgetary comparison
statement has been provided to demonstrate compliance with this budget.

The governmental fund financial statements can be found on pages 21-25 of this report.

{
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Proprietary funds The City maintains two different types of proprietary funds, enterprise and internal service funds. Enterprise funds are
used to report the same functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for Electric, Water, Sewer, Refuse, Public Parking, Airport and Transportation services. Internal service funds
are an accounting device used to accumulate and allocate costs internally among the City’s various functions. The City uses internal
service funds to account for self-insured insurance programs, central stores and its fleet of vehicles. Because these services
predominantly benefit governmental rather than business-type functions, they have been included within governmental activities in the
government-wide financial statements. Internal service funds are presented as proprietary funds because both enterprise and internal
service funds follow the accrual basis of accounting.

Proprietary funds provide the same type of information as the government-wide financial statements (business-type activities), only in
more detail. The proprietary fund financial statements provide separate information for the Electric, Water and Sewer operations, all of
which are considered to be major funds of the City. The four remaining proprietary funds noted above are combined into a single,
aggregated presentation. All internal service funds are also combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund data for the non-major proprietary funds and the internal service funds is provided in the form of
combining statements and can be found on pages 79-88 in this report.

The basic proprietary fund financial statements can be found on pages 26-30 of this report.
Fiduciary funds Fiduciary funds are used to account for situations where the City’s role is purely custodial. Fiduciary funds are not
reflected in the government-wide financial statement because the resources of those funds are not available to support the City’s own

programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

The fiduciary fund financial statements can be found on page 31-32 of this report, and the combining statement for the agency fund can
be found on page 90.

Notes to Basic Financial Statements The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The Notes to Basic Financial Statements begin on page 33 of this report.
Government-wide Financial Analysis

The following table presents a summarization of the City’'s assets, liabilities, deferred inflows and outflows, and net position for its

governmental and business-type activities. As noted earlier, a government’s net position may serve over time as a useful indicator of its
financial position.



(Amounts presented in Thousands)

Gowvernmental Business type
Activities Activities . Total
2016 2015 2016 2015 2016 2015
Current and other assets $ 273,925 - § 292,043 $ 736,950 $ 809,052 $ 1,010,875 $ 1,101,095
Capital assets, net 1,377,609 1,379,913 1,778,027 1,666,927 3,155,636 3,046,840
Total assets 1,651,534 1,671,956 * 2,514,977 2,475,979 4,166,511 4,147,935
Deferred Outflows of Resources 131,318 66,351 98,835 62,584 230,153 128,935
Current liabilities 76,188 66,211 162,967 153,836 239,155 220,047
Long-term liabilities 772,609 767,003 1,416,469 1,432,349 2,189,078 2,199,352
Total liabilities 848,797 833,214 1,579,436 1,586,185 2,428,233 2,419,399
Deferred Inflows of Resources 92,935 79,414 - 58,836 41,083 151,771 120,497
Net position: )
Net investment in capital assets 1,123,910 1,126,220 654,870 626,166 1,778,780 1,752,386
Restricted - 106,488 105,847 85,526 75,660 192,014 181,507
Unrestricted (389,278) (406,388) 235,144 209,469 (154,134) (196,919)
Total net position $ 841,120 $ 825,679 $ 975,540 $ 911,295 $ 1,816,660 $ 1,736,974

The City’s assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by $1,816,660 at June 30,
2016, an increase of $79,686 from June 30, 2015.

By far the largest portion of the City’s net position of 98% reflects its investment in capital assets (i.e., land, buildings, machinery,
equipment and infrastructure), net of any related debt that is still outstanding used to acquire those assets and net of unspent bond
proceeds and cash held in bond reserve accounts. The City uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. :

An additional portion of the City’s net position 11% represents resources that are subject to external restrictions on how they may be
used. The remaining unrestricted net position may be used to meet the government’s ongoing obligations to citizens and creditors. Of
this amount, $235,144 is held by the business-type activities and $(389,278) net deficit is held by the governmental activities.

Unrestricted net position in the amount of $(154,134), a decrease of 22% from prior year, is the change in resources available to fund City
programs to citizens and debt obligations to creditors. The negative unrestricted net position is primarily the result of the reporting of the
City’s net pension liability in accordance with an accounting standards issued by the Government Accounting Standards Board (GASB)
that relates to pension activity; Statement No. 68, “Accounting and Financial Reporting for Pensions — an amendment of GASB Statement
No. 27.




Governmental activities increased the City’s net position by $15,441 to $841,120 for the year ended June 30, 2016, accounting for 19% of
the City’s total increase in net position. The primary result of this increase is due to an increase in deferred outflows related to the City's
pension obligations which are changes in total pension liability and fiduciary net position that are to be recognized in future pension
expense. Governmental activities operating results is discussed on page 9 and business-type operating results is discussed on page 12.

On the following page is a condensed summary of activities of the City’s governmental and business-type operations for the period ended
June 30, 2016 with the prior fiscal year presented for comparative purposes. Also included in the following analysis are revenue and
expense graphs to aid in understanding the results of the current year's activities.

(Balance of page intentionally left blank)



(Amount presented in Thousands)

Rewenues:
Program Revenues:
Charge for senices
Operating Grants and Contributions
Capital Grants and Contributions
General Revenues:
Sales taxes
Property taxes
Other taxes and fees
Investment income
Other
Total Revenues

Expenses:
General government
Public safety
Highways and streets
Culture and recreation
Interest on long-term debt
Electric
Water
Sewer
Airport
Refuse
Transportation
Public parking

Total expenses

Increase (decrease) in net position
Transfers, net
Total changes in net position
Net position - beginning, as previously reported
Prior period adjustment
Net position - beginning, as restated
Net position - ending

Governmental Business type
Activities Activities Total
2016 2015 2016 2015 2016 2015
46,354 $ 55,043 $ 493,094 $ 491,622 $ 539,448 $ 546,665
16,321 12,869 2,322 3,869 18,643 16,738
31,216 43,904 18,868 8,027 50,084 51,931
60,976 59,437 - - 60,976 59,437
55,545 54,864 - - 55,545 54,864
39,651 38,899 - - 39,651 38,899
729 3,233 6,888 5,319 7,617 8,552
12,185 15,548 22,666 7,652 34,851 23,200
262,977 283,797 543,838 516,489 806,815 800,286
24,483 26,587 - - 24,483 26,587
161,284 154,123 - - 161,284 154,123
38,836 36,563 - - 38,836 36,563
47,762 45,594 - - 47,762 45,594
16,387 17,025 - - 16,387 17,025
- - 307,925 309,874 307,925 309,874
- - 57,769 62,792 57,769 62,792
- - 39,978 35,593 39,978 35,593
- - 1,799 1,809 1,799 1,809
- - 21,652 20,007 21,652 20,007
- - 4,113 4,385 4,113 4,385
- - 5,141 5,604 5,141 5,604
288,752 279,892 438,377 440,064 727,129 719,956
(25,775) 3,905 105,461 76,425 79,686 80,330
41,216 42,681 (41,216) (42,681) - -
15,441 46,586 64,245 33,744 79,686 80,330
825,679 1,200,922 - 1,045,049 825,679 2,245,971
- (421,829) - (167,498) - (589,327)
825,679 779,093 911,295 877,551 1,736,974 1,656,644
841,120 $ 825,679 $ 975,540 $ 911,295 $ 2,642,339 $ 1,736,974




Governmental activities. Total net position for governmental activities increased by $15,441 or 2% from prior year. Governmental

activities net position in the prior fiscal year decreased by $375,243. Key elements of this year’s activity in relation to the prior year are as
follows:

Revenues:

While variances between years exist for the various revenue categories, the total net decrease was approximately $21 million or 7%,
which is largely attributable to a decrease capital grants and contributions. Capital grants and contributions decreased by
approximately $12.7 million or 29%. The largest component of the decrease relates to capital outlay projects. Specifically, the City
completed or was near completion on several major grade separation projects in the prior fiscal year. Also, as the City and much of
the nation continue to spend at cautious levels sales, property and other taxes remained relatively flat with minimal increases in each
category. The decrease in investment income is primarily the result of one time interest received in the prior year. The City received
state mandated claims that had been pending for several years which included an interest component. The decrease in other
revenues primarily relates to the prior year receipt of one time revenue in the amount of $2.9 million related to state mandated claims.

Expenses:

While variances between years exist for the various expense functions, the total net increase was approximately $8.9 million or 3%.
This is primarily related to an increase of approximately $5.2 million in public safety costs associated with approved labor contracts
with three Police Department bargaining units. Increases in other expense categories were minimal and in line with anticipated
results. y

(Balance of page intentionally left blank)




Program Revenues and Expenses — Governmental Activities — Fiscal Year Comparison 2016 vs. 2015
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Revenues by Source — Governmental Activities — Fiscal Year Comparison 2016 vs. 2015
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Business-type activities. The net position of business-type activities increased by $64,245 accounting for a 7% increase in total net
position. The net position of business-type activities increased by $133,754 in the prior year. Key elements of this year's activity in

relation to the prior year are as follows:

e Charges for services remained relatively flat along service lines while Capital Grants and Contributions increased $10,841 or
135%. The primary catalyst for the increase was the assignment of an easement and right-of-way for the construction of an
Electric Energy Distribution and Telecommunication facility. Additionally, other general revenue increased $15,014 or 196% which
is primarily attributable to settlement recovery related to San Onofre Nuclear Generating Station (SONGS) in the amount of
$9,500; a $1,700 settlement recovery related to a fire damage at a substation, and liquidated damages of $2,300 for various
project delays and a power purchase agreement that failed to move forward.

e Overall expenses remained relatively flat decreasing by $1,687 primarily as the result of decreased expenses in the Electric and
Water Fund of $1,949 and $5,022, respectively, due to lower energy prices and decreases in facility rehabilitation and water
conversation programs coupled with reduced maintenance and operating expenses due to drought conservation efforts. These
decrease were offset by increases in the Sewer fund of $4,385 and the Refuse fund of $1,646 due to increased support services

and waste hauling services, respectively.

Revenues by Source — Business-Type Activities — Fiscal Year Comparison
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Financial Analysis of the City’s Funds

Governmental funds. The focus of the City’s governmental funds is to provide information on near-term inflows, outflows, and balances
of spendable resources. Such information is useful in assessing the City’s financing requirements. In particular, unassigned fund balance
may serve as a useful measure of a government’s net resources available for spending at the end of the fiscal year.

The following table summarizes the balance sheet of the City’'s General, Capital Outlay, and Other Governmental Funds. As noted
earlier, the City uses fund accounting to ensure and demonstrate compliance with finance related legal requirements.

(Amounts presented in Thousands) Other Total
General Fund Capital Outlay Fund Governmental Funds Govemmental Funds
2016 2015 2016 2015 2016 2015 2016 2015
Total assets $ 106,710 $ 112,678 $ 29,387 $ 51,122 $ 124,654 $ 125,524 $ 260,751 $ 289,324
Total liabilities $ 33,042 $§ 29345 $ 5132 $ 14,304 $ 12702 $ 14,112 $ 50876 $ 57,761

Deferred inflows of resources
Unavailable revenue 8,090 3,682 5,582 18,205 37,535 38,001 51,207 59,888

Fund balances

Nonspendable 23,094 23,642 - - 1,619 1,625 * 24,713 25,267
Restricted 3,067 2,985 18,673 18,613 72,798 71,786 * 94,538 93,384
Assigned 9,922 13,965 - - - - 9,922 13,965
Unassigned 29,495 39,059 - - - - 29,495 39,059
Total fund balance 65,578 79,651 18,673 18,613 74,417 73,411 158,668 171,675

Total liabilities, deferred
inflows and fund balances $ 106,710 $ 112,678 $ 29,387 $ 51,122 $ 124,654 $ 125,524 $ 260,751 $ 289,324

* Certain reclassifications have been made to prior year balances to conform with the current year's presentation

As of the end of the current fiscal year, the City's governmental funds reported combined ending fund balances of $158,668 a decrease of
$13,007 compared to the prior year. Additionally, 16% of the fund balance $24,713 is nonspendable, which comprises the portion of fund
balance that cannot be spent due to form. $94,538 or 60% of fund balance is restricted, which represents the portion of fund balance that
is subject to externally enforceable limitations by law, enabling legislation or limitations imposed by creditors or grantors. $9,922 or 6% of
fund balance is constrained by the City’s intent to utilize fund balance for specific purposes, which is reported within the fund balance
classification assigned. The remainder of the fund balance is unassigned, meaning it is available for spending at the City’s discretion.
The City’s governmental funds reported combined total assets of $260,751 at June 30, 2016, a decrease of $28,573 compared to the
prior year. Liabilities and deferred inflows of resources amounted to $102,083, a decrease of $15,566. The Capital Outlay Fund was the
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primary contributor to the decrease in overall liabilities and deferred inflows. The Riverside Avenue grade separation project, a $30,000
project, was substantially completed in March of 2016. This project incurred a significant amount of expense at the end of the prior fiscal
year which resulted in a corresponding increase in unavailable revenue that due to the timing of cash receipts was recorded, for
accounting purposes, as a deferred inflow of resources. As a result of the timing of project cash receipts, cash flow was depleted in the
fund resulting in a corresponding increase in due to other funds. As the project was substantially complete at June 30, 2016, a majority of
the revenues have been received for this project.

The General Fund is the principal operating fund of the City. At the end of the current fiscal year, total fund balance equaled $65,578 in
comparison to $79,651. The portion of fund balance classified as unassigned was $29,495 set aside for future economic contingencies.

Proprietary funds. The City’s proprietary funds provide the same type of information found in the government-wide financial statements,
but in more detail.

Unrestricted net position of the Electric, Water and Sewer Funds at the end of the year amounted to $203,050, $36,569, and $5,093
respectively. The unrestricted net position for the Electric, Water and Sewer Funds in the prior year was $171,120, $41,524, and $8,272,
respectively. The increase in unrestricted net position of the Electric Fund was the result of increased operating activities and several
one-time non-operating revenues. The decrease in unrestricted net position for the Water and Sewer Funds is primarily a result of
operating activities as described below.

Electric Fund operating results experienced an increase in charges for services of $6,909 or 2.0%, primarily from the effects of an
increase in retail load as a result of warmer than normal temperature. Retail sales (residential, commercial, industrial, and other sales)
represent 86.1% of total revenues. Retail sales, net of reserve/recovery were $304,486 and $299,607 for years ended June 30, 2016 and
2015, respectively. The increase in sales was primarily due to increased customer consumption. Operating expenses decreased $2,254
or 0.70%, which primarily relates to an increase in transmission charges due to increase in high voltage utility specific rate. The increase
in non-operating revenues for the Electric fund is primarily the result of one-time revenues related to insurance settlement recoveries and
liquidated damages received of $11,133 and $2,328, respectively. $9,457 of the insurance settlement recoveries related to SONGS
outages caused by replacement steam generators with the remaining $1,676 insurance settlement related to fire damages sustained on
substation equipment. Liquidated damages received in the amount of $2,328 related to renewable power purchase agreement for not
meeting certain project milestones.

The Water Fund reported lower operating results, with retail sales lower than the previous year's results by $6,788. Retail sales
(residential, commercial, industrial, and other sales) represent 87.9%% of total revenues. Retail sales, net of reserve/recovery were
$50,195 and $56,983 for the years ended June 30, 2016 and 2015, respectively. The decrease in retail sales was primarily due to a
decrease in retail consumption as a result of continued consumer conservation efforts due to the State of California drought conditions.

Net position of the Sewer Fund increased by $14,570 and $17,342 for the years ended June 30, 2016 and 2015, respectively. Although
overall net position increased, the increase was at a slower rate than prior years. Operating revenues increased by $2,328 or 4.6%
primarily as a result of an annual rate increase; however, operatlng expenses increased by $4,894 compared to prior year offsetting the
increase in operating revenue.
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General Fund Budgetary Highlights

Original Final Actual Variance with
Budget Budget Amounts Final Budget
Total Revenues 211,306 224,967 214,073 ($10,894)
Expenditures: ‘
General Government 10,244 14,423 15,578 (1,155)
Public Safety 153,826 170,431 163,837 6,594
Highways & Streets 20,356 20,015 17,416 2,599
Culture & Recreation 37,740 41,462 39,413 2,049
Capital Outlay 218 15,727 8,139 7,588
Debt Senice 18,148 49,268 48,978 290
Total Expenditures 240,532 311,326 293,361 17,965
Deficiency of Revenue Under Expenditures (29,226) (86,359) (79,288) 7,071
Other Financing Sources 30,227 67,988 65,215 (2,773)
Net Change in Fund Balances 1,001 (18,371) (14,073) 4,298
Beginning Fund Balance 79,651 79,651 79,651 -
Ending Fund Balance 80,652 $61,280 $65,578 $4,208

Final budgeted revenues increased from the amount originally budgeted as a result of grant related programs. In addition, final budgeted
expenditures increased from the amount originally budgeted as a result of grant related appropriations made during the year.

Actual amounts differed from the final fund budget as follows:

Actual expenditures were less than final budgeted amounts by approximately $18 million. This is primarily associated with unspent
appropriations for grants, capital projects and other special programs that were not completed during the year (which are carried over to

the next fiscal year).
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Capital Asset and Debt Administration

Capital assets. The City’s investment in capital assets for governmental and business-type activities as of June 30, 2016 amounted to
$3,155,636 (net of accumulated depreciation). This investment includes land, intangibles, buildings and improvements, machinery and
equipment, park facilities, roads, highways, and bridges. The total increase in the City’s net investment in capital assets for the current
fiscal year was $108,796 (a decrease of $2,304 for governmental activities and an increase of $111,100 for business-type activities).

Major capital improvements during the current fiscal year included: new infrastructure, consisting primarily of street improvements of $34
million; $25 million in Water Utility upgrades primarily related to system expansion and improvements, and continued pipeline
replacement programs; $82 million in Electric Utility capital improvements primarily related to the acquisition of the Mission Square
Building and improvements to the Electric system in the form of substations, transformers, neighborhood streetlights and distribution line
extensions and replacements to serve customers.

Construction in progress totaled $391,512 at June 30, 2016 an increase of $48,691 or 14.2%. Some of the major projects in process are
various Sewer system improvements including continuing phase 1 of the Sewer plant expansion project which is near completion, the
Santa Ana Trunk replacement project, and the Riverside Transmission Reliability Project (RTRP) and related reliability improvements to
the Utility’s 230 KV Transmission Substation. Depreciation expense during the fiscal year was $47,149 for governmental activities and
$54,925 for business-type activities.

City of Riverside’s Capital Assets
(net of depreciation)
(Amount presented in Thousands)

Governmental Business Type
Activities Activities Total
2016 2015 2016 2015 2016 2015

Land $342,792 $339,755 $63,839 $51,187 $406,631 $390,942
Construction in progress 41,535 34,120 349,977 308,701 391,512 342,821
Buildings 119,786 123,798 187,285 149,436 307,071 273,234
Improvements other than

Buildings ~ 205,750 209,870 1,101,988 1,088,239 1,307,738 1,298,109
Intangibles 25,075 22,430 40,710 35,262 65,785 57,692
Machinery and equipment 175 198 34,228 34,102 34,403 34,300
Infrastructure 642,496 649,742 - - 642,496 649,742
Total $1,377,609 $1,379,913 $1,778,027 $1,666,927 $3,155,636 $3,046,840

Additional information on the City's capital assets can be found in note 5 on page 43-44 of this report.
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Long-term debt. At the end of the current fiscal year, the City had total debt outstanding of $2,189,078 which includes bonded debt of
$1,543,245. '

City of Riverside’s Long-Term Debt
(Amounts presented in Thousands) -

Gowernmental Business Type
Activities Activities Total
2016 2015 2016 2015 2016 2015
General Obligation Bonds $12,567 $13,546 $ - $ - $12,567 $13,546
Pension Obligation Bonds 101,000 108,725 - - 101,000 108,725
Certificates of Participation 181,429 187,212 - - 181,429 187,212
Lease Revenue Bonds 39,398 40,891 - - 39,398 40,891
Revenue Bonds - - 1,208,851 1,239,634 1,208,851 1,239,634
Loans Payable 43,482 45,574 - - 43,482 45,574
Notes Payable - - 37,793 37,225 37,793 37,225
Capital Leases 12,006 14,966 4,694 1,720 16,700 16,686
Landfill Capping - - 5,686 5,922 5,686 5,922
Arbitrage Liability - - - 15 - 15
Water Acquisition Rights - - 938 941 938 941
Compensated Absences 22,444 22,015 8,120 8,444 30,564 30,459
Claims liability 43,269 38,795 - - 43,269 38,795
Judgment - 3,334 - - - 3,334
OPEB Obligation 17,877 16,361 14,295 13,072 32,172 29,433
Total $473,472 ’ $491,419 $1,280,377 $1,306,973 $1,753,849 $1,798,392

The City’s total debt decreased by $44,543 or 2.54% during the current fiscal year. The net decrease is primarily related to principal
obligation payments on bonded debt offset by increases in the City’s pension liability and related long term obligations.

The City’s Water Utility maintains “AAA” and “AA+” ratings, from Standard & Poors and Fitch, respectively, for their revenue bonds, while
the Electric Utility maintains “AA-" ratings from both rating agencies. The City’s general obligation bond ratings are “AA-" and “AA,”
respectively.

State statutes limit the amount of general obligation debt a governmental entity may issue to 15 percent of its total adjusted assessed
valuation. The legal debt limit was $693,844 at June 30, 2016, which applies only to general obligation debt. At June 30, 2016, the City
had $12,567 of general obligation debt, resulting in available legal debt capacity of $681,277.

Additional information on the City's long-term debt can be found in note 6 beginning on page 44 of this report.
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Economic Factors and Next Year’s Budget and Rates
U Unemployment in the City of Riverside is 6.6% as compared to 6.5% for the prior year.
U The required employer contribution rates as a percentage of payroll for the City’s retirement program will be changing effective July 1,
2016 as follows:
¢ Miscellaneous Plan —21.012% to 22.978%.
o Safety Plan — 31.549% to 34.836%.

At the time of the two-year budget preparation for the fiscal year 2016-17 and 2017-18 budget cycle, the economic outlook for the City
was considered to be stable. However, there were significant structural shortfalls projected over the next five fiscal years in the General
Fund. The City’s administration has implemented balancing measures to address the fiscal challenges that will replenish the General
Fund Reserve over a five year period. The General Fund Budget for fiscal year 2017 of approximately $277 million was adopted. It
represents an increase from the prior year of approximately 8.2%, largely related to increased personnel costs associated with new labor
agreements, increases related to the Riverside Convention Center and Municipal Auditorium and ambitious new projects such as Chow
Alley.

Request for information
This financial report is designed to provide a general overview of the City's finances for all those with an interest in the City's finances.

Questions concerning any of the information provided in this report or requests for additional financial information should be addressed to
the Finance Department, 3900 Main Street City of Riverside, CA 92522.
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City of Rlverside
Statement of Net Position
June 30, 2016

p in
typ

Assets Activitles Actlvities Total
Cash and investments 91,419 $ 373,933 $ 465,352
Receivables, net 98,545 53,677 152,222
Inventory 5914 2,626 8,540 °
Prepaid items 1,479 28,471 29,950
Deposits 300 1,356 1,656
Internal balances 13,281 {13,281) -
Restricted assets:

Cash and cash equivalents - 65,251 65,251

Cash and investments at fiscal agent 21,147 206,272 227,419

Other - 999 999
Advancss to Successor Agency Trust Fund 37,282 5113 42,405
Land and improvements held for resale 4,548 - 4,548
Regulatory assets - 12,533 12,533
Land and other capital assets not being depreciated 384,327 435,308 819,635
Capital assets (net of iati 993,282 1,342,719 2,336,001
Total assets 1,651,534 2,514,977 4,166,511
Deferred Outflows of Resources
Changes in derivative values 26,102 35,059 61,161
Charge on refunding 4,493 17,952 22,445
Pension changes in

and differences in expetience 100,723 45,824 146,547
Total deferred outflows of resources 131,318 98,835 230,153
Llabilities
Accounts payable and other current ilabilities 28,235 24,934 63,169
Accruad interest payable 3,168 15,341 18,509
Uneamed revenue 4,375 1,621 5,996
Deposits 8,946 5,579 14,526
Derivative instruments 31,464 46,599 78,0863
Decommissioning liability - 68,893 68,893
Noncurrent liabilities:

Due within one year 78,040 37,225 115,265

Due in more than one year 395,432 1,243,152 1,638,584

Net pension liahility 299,137 136,092 435,229
Total liabiliies 848,797 1579436 2,428,233
Deferred Inflows of Resources
Regulatory charges - 16,556 16,556
Pension ibuti changes in

and differences in experience 92,935 42,280 135,215
Total deferred inflows of resources 92,935 58,836 151,771
Net Position
Net investment in capital assets 1,123,910 654,870 1,778,780
Restricted for:

Expendable:

Capital projects 24,397 - 24,397

Debt service - 56,880 56,880

Economic development 16,734 - 16,734

Landfill capping - 413 413

Public works 18,191 - 18,191

Housing 45,547 - 45,547

Programs and regulatory requirements - 28,233 28,233
Nonexpendable 1,619 - 1,619
Unrestricted (389,278) 235,144 (154,134)
Total net position 841,120 $ 975,540 $ 1,816,660

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

Statement of Activities

For the fiscal year ended June 30, 2016
{amounts expressed in thousands)

Program Revenues

Net (Expense) Revenue and
Changes in Net Position

Indirect Operating Capital
Expenses Charges for Grants and Grants and Governmental Business type
Functions/Programs Expenses Allocation Services Contributions Contributions Activities Activities Total
Governmental activities:
General government $ 24,483 $ (16,044) $ 24944  § 7649 $ 145 $ 24,298 $ - $ 24,299
Public safety 161,284 8,664 3,243 7,053 - (159,652) - (159,652)
Highways and streets 38,836 3,875 5,709 788 31,019 (5,195) - (5,195)
Culture and recreation 47,762 3,505 12,458 831 52 (37,926) - (37,926)
Interest on long-term debt 16,387 - - - - (16,387) - (16,387)
Total governmental activities 288,752 - 46,354 16,321 31,216 (194,861) - {194,861)
Business type activities:
Electric 307,925 - 354,530 - 14,874 - 61,479 61,479
Water 57,769 - 57,250 - 3,133 - 2,614 2,614
Sewer 39,978 - 52,664 - - - 12,686 12,686
Airport 1,799 - 1,549 - - - (250) (250)
Refuse 21,652 - 21,806 - - - 154 154
Transportation 4,113 - 377 2,322 861 - (553) (553)
Public parking 5,141 - 4,918 - - - (223) (223)
Total business type activities 438,377 - 493,094 2,322 18,868 - 75,907 75,907
Total $ 727,129 - 8 539,448 § 18643 § 50,084 $ (194,861) $ 75,907 $ (118,954)
General revenues:
Taxes:
Sales 60,976 - 60,976
Property 55,645 - 55,545
Utility users 27,828 - 27,828
Franchise 5,730 - 5,730
Transient occupancy tax 6,093 - 6,093
Intergovernmental, unrestricted 477 - 477
Investment income 729 6,888 7,617
Miscellaneous 11,708 22,666 34,374
Subtotal 169,086 29,554 198,640
Transfers, net 41,216 (41,216) -
Total general revenues and transfers 210,302 (11,662) 198,640
Change in net position 15,441 64,245 79,686
Net position ~ beginning 825,679 911,295 1,736,974
Net position - ending 3 841,120 $ 975,540 $ 1,816,660

The notes to basic financial statements are an integral part of this statement.
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City of Riverside
Balance Sheet
Governmental Funds
June 30, 2016

( p In )
Other | Total Gover |
Assets General Fund Capital Qutlay Fund Funds Funds
Cash and invesiments 33,511 $ 13,590 § 32344 § 79,445
Cash and invesiments at fiscal agent 2,758 3,498 14,891 21,147
F i (net of for
Interest 19 50 79 148
Property taxes 4,524 - - 4,524
Sales tax 19,117 - - 19,117
Utility billed 1,123 - - 1123
Accounts 12,674 4 30 12,708
Intergovemmental 5,388 12,245 4,518 22,151
Notes 1,597 - 37,091 38,688
Prepaid items 1,455 - 24 1.479
Deposits 300 - - 300
Due from other funds 1,564 - - 1,564
Advances to other funds 20,757 - - 20,757
Advances to Successor Agency Trust Fund 582 - 32,470 33,052
Land & improvements held for resale 1,341 - 3,207 4,548
Total assets 106,71 § 29,387 8 124,654 § 260,751
L
Accounts payable 7640 $ 2092 § 1511 § 11,243
Accrued payroll 14,985 - - 14,985
Retainage payable 3 28 235 295
Intergovernmental 144 - - 144
Unearned revenue 1,296 3,011 68 4,375
Deposits 8,946 - - 8,946
Dus to other funds - - 982 982
Advances from other funds - - 9,806 9,908
Total liabilities 33,042 5,132 12,702 50,876
Deferred Inflows of Resources
Unavailable revenue 8,080 5,582 37,535 51,207
Total deferred inflows of resources 8,090 5,582 37,536 51,207
Fund Bal.
Nonspendable:
ies, p and dep 1,755 - - 1,755
Advances 21,339 - - 21,339
Permanent fund principal - - 1,619 1619
Restricted for:
Housing and redevelopment 675 - 24,746 25421
Debt service 1,776 - 26,221 27,997
Transportation and public works - 18,673 18,203 36,876
Other purposes 616 - 3,628 4,244
Assigned to:
General government 2419 - - 2,419
Public safety 1.860 - - 1,860
Highways and streets 150 - - 150
Culture and recreation 563 - - 553
Continuing projects 4,940 - - 4,940
Unassigned 29,495 - - 29,495
Total fund balances 65,578 18,673 74417 158,668
Total liabilities, deferred inflows of resources, and fund balances 106,710 § 29,387 § 124654 § 260,751

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

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position

June 30, 2016

(amounts expressed in thousands)

Total fund balances - governmental funds

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

Capital assets net of accumulated depreciation used in governmental activities that are not
current financial resources and, therefore, are not reported in the funds.

Deferred refunding charges are not available resources and, therefore, are not reported in the

funds.
Deferred amounts on pensions related to contributions after the measurement date

Deferred amounts on pensions related to the net difference between projected and actual
earnings on pension plan investments

Other long-term assets are not available to pay for current period expenditures and, therefore,

are reported as unavailable revenue in the funds.

Accrued interest payable for the current portion of interest due on various debt issues has not
been reported in the governmental funds.

Long-term liabilities, as listed below, are not due and payable in the current period
and therefore are not reported in the funds.

Bonds

Certificates of participation

Capital leases

Loan payable

Bond premiums

OPERB obligation

Net pension liability

Compensated absences

The City uses derivative instruménts to hedge its exposure to changing interest rates through

the use of interest rate swaps. The following related items have been reflected in the Statement

of Net Position.
Net fair value of interest rate swaps
Deferred amount related to the hedgeable portion of the derivative instrumen

Internal service funds are used by management to charge the costs of insurance, centralized

purchasing and fleet management to individual funds. The assets and liabilities of the internal

service funds are included in the governmental activities in the Statement of Net Position.
Net position of governmental activities

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

$ 158,668

1,370,553

4,493

98,707

(91,075)

51,207

(3,168)
$ (150,675)
(180,640)
(12,006)
(43,482)
(3,079)
(17,043)
(293,148)
(21,993)

(722,066)
$ (31.464)
26,102

(5,362)

(20,837)

$841,120
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City of Riverside

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the fiscal year ended June 30, 2016
{amounts expressed in thousands)

Revenues
Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Special assessments
Rental and investment income
Miscellaneous
Total revenues

Expenditures

Current:
General government
Public safety
Highways and streets
Culture and recreation

Capital outlay

Debt service:
Principal
Interest
Bond issuance costs
Total expenditures

Excess (deficiency) of revenues over (under) expenditures

Other financing sources (uses)
Transfers in
Transfers out
Issuance of long-term debt
Capital lease financings
Proceeds from the sale of capital assets
Total other financing sources (uses)

Net change in fund balances
Fund balances - beginning
Fund balances - ending

Other Total
Capital Outlay Governmental Governmental
General Fund Fund Funds Funds
$ 156,172 § - 8 - $ 156,172
9,077 - 2,634 11,611
10,006 25,917 15,973 51,896
26,443 - - 26,443
1,937 - 4 1,941
4,424 409 2,206 7,039
1,868 366 2,136 4,370
4,146 831 7,601 12,578
214,073 27,523 30,454 272,050
15,578 - 4,322 19,900
163,837 - 963 164,800
17,416 - - 17,416
39,413 - 170 39,583
8,139 24,445 20,624 53,208
43,172 - 8,815 51,987
5,626 - 10,825 16,451
180 - - 180
293,361 24,445 45,719 363,525
(79,288) 3,078 (15,265) (91,475)
44,790 58 16,536 61,384
(16,747) (3,156) (265) (20,168)
31,145 - - 31,145
5,846 - - 5,846
181 80 - 261
65,215 (3,018) 16,271 78,468
(14,073) 60 1,006 (13,007)
79,651 18,613 73,411 171,675
$ 65578 % 18673 $ 74417  $ 158,668

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

Reconciliation of the Statement of Revenues,

Expenditures, and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

For the fiscal year ended June 30, 2016

(amounts expressed in thousands)

Net change in fund balances - total governmental funds $ (13,007)

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

Governmental funds report capital outlays as expenditures. However, in the statement of activities the cost of
those assets is allocated over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period, as listed below:

Capital asset additions $ 48,351
Depreciation expense (46,222) 2,129

The net effect of various miscellaneous transactions involving capital assets (i.e., sales and donations) is to
decrease net position. (3,681)

Revenues in the statement of activities that do not meet the "availability" criteria for revenue recognition and
therefore are not reported as revenue in the funds. (8,681)

The issuance of long-term debt (e.g., bonds, leases, notes) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes the current financial
resources of governmental funds. Neither transaction, however, has any effect on net position. Also,
governmental funds immediately report the effect of premiums, discounts and similar items when debt is first
issued, whereas these amounts are deferred and amortized in the statement of activities. The net effect of
these differences in the treatment of long-term debt and related items is listed below:

Principal repayments $ 51,987
Net pension liability 18,949
Judgement payments 3,334
Net OPEB obligation (1,446)
Compensated absences - (424)
Interest (842)
Issuance of long-term debt (31,145) 40,413

Internal service funds are used by management to charge the costs of insurance, centralized purchasing and
fleet management to individual funds. The net revenue (expense) of certain activities of internal service funds

is reported with governmental activities. (1,732)
Change in net position of governmental activities $ 15,441

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

Statement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actuat

General Fund
For the fiscal year ended June 30, 2016
(amounts expressed In thousands)

Budgeted Amounts Actual Variance with
Original Final Amounts Final Budget
Revenues
Taxes $ 159,403 $ 159,403 $ 156,172 $ (3,231)
Licenses and permits 9,094 9,094 9,077 17)
Intergovernmental 1,897 14,115 10,006 (4,109)
Charges for services 25,717 25,998 26,443 445
Fines and farfeitures 2,419 2,419 1,937 (482)
Special assessments 4,622 4,622 4,424 (198)
Rental and investment income 3,047 3,047 1,868 (1,179)
Miscellaneous 5,107 6,269 4,146 (2,123)
Total revenues 211,306 224,967 214,073 {10,894)
Expenditures
General government:
Mayor 1,039 1,102 947 155
Council 1,758 1,745 1,706 39
Manager 11,794 12,001 13,513 (1,512)
Attorney 5,221 5,682 4,763 819
Clerk 1,838 1,838 1,827 1
Community development 12,958 13,763 12,245 1,518
Human resources 3,615 3,930 3,481 449
General services 11,615 12,458 11,337 1,121
Finance 8,428 9,083 14,847 (5,764)
Innovation & technology 11,964 12,907 10,832 2,075
Subtotal 70,230 74,409 75,498 (1,089)
Allocated expenditures (59,986) (59,986) (59,920) {66)
Total general government 10,244 14,423 15,578 (1,155)
continued

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

Public safety:

Police

Fire

Animal regulation

Building and zoning inspection
Street lighting

Total public safety

Highways and streets

Culture and recreation

Library

Museum & cultural affairs

Parks, recreation & community services
Total culture and recreation

Capital outlay

Debt service:
Principal
Interest
Bond issuance costs
Total debt service

Total expenditures
Deficiency of revenue under expenditures
Other financing sources {uses)
Transfers in
Transfers out
Issuance of long-term debt
Capital lease financings
Proceeds fram the sale of capital assets
Total other financing sources
Net change in fund balance

Fund balance, beginning

Fund balance (deficit), ending

25

Bud d Amounts Actual Variance with
Orlginal Final Amounts Final Budget
93,522 106,291 100,650 5,641
49,986 63,822 53,656 166
3,409 3,409 3,092 317
2,386 2,386 1,907 479
4,523 4,523 4,532 (9)
153,826 170,431 163,837 6,594
20,356 20,015 17,416 2,599
7.511 8,328 7,918 410
12,630 12,904 12,925 (21)
17,599 20,230 18,570 1,660
37,740 41,462 39,413 2,049
218 15,727 8,139 7,588
12,309 43,249 43,172 77
5,839 5,839 5,626 213
- 180 180 -
18,148 49,268 48,978 290
240,532 311,326 293,361 17,965
(29,226) (86,359) (79,288) 7,071
46,134 44,790 44,790 -
(16,062) (16,908) (16,747) 161
- 31,145 31,146 -
- 8,806 5,846 (2,960)
155 155 181 26
30,227 67,988 65,215 (2,773)
1,001 {18,371) (14,073) 4,298
79,651 79,651 79,651 -
80,652 $ 61,280 65,578 $ 4,298




City of Riverside

Statement of Net Positlon
Proprietary Funds

June 30, 2016

{amounts expressed In thousands)

Business-type Actlvities - Enterprise Funds

Governmental
Other Enterprise Total Enterprise Activities-Internal
Assets Electric Water Sewer Funds Funds Service Funds
Current assets:
Cash and investments $ 249,247 73,541 45764 § 5,381 $ 373933 § 11,974
Receivables (net allowances for uncollectibles)

Interest 650 182 123 17 972 33

Utility billed 14,379 3,221 2,907 1,027 21,534 -

Utility unbilled 15,909 3,048 2,062 747 21,766 -

Accounts 4,107 1,821 93 1,407 7,528 21

Intergovernmental 2 898 669 308 1,877 32
Inventory 1,097 - 1,529 - 2,626 5,914
Prepaid items 21,338 168 1 - 21,507 -
Deposits 1,356 - - - 1,356 -
Due from other funds 418 179 - - 597 -
Restricted assets:

Cash and cash equivalents:

Rate stabilization cash and cash equivalents - - 14,500 - 14,500 -
Other restricted cash and cash equivalents 41,847 8,491 - 413 50,751 -
Public benefit programs receivable 897 102 - 999 -
Total current assets 351,247 91,751 67,648 9,300 519,946 17,974
Non-current assets:
Restricted assets:

Cash and investments at fiscal agent 92,393 - 113,879 - 206,272 -
Regulatory assets 4,395 705 1,746 5,687 12,533 -
Prepaid items - non-current 6,964 - - - 6,964 -
Advances to other funds - - 5,984 - 5,984 4,692
Advances to Successor Agency Trust Fund 5,113 - - - 5,113 4,240
Capital assets: -

Land 21,439 20,483 2,737 19,180 63,839 458

Intangible assets, non-depreciable 10,651 10,841 - - 21,492 -

Intangible assets, depreciable 18,961 2,353 118 - 21,433 218

Accumulated depreciation - intangible assets, depreciable (1,825) (360) (30) - (2,215) (44)

Buildings 60,183 19,609 199,684 35,903 315,379 4,065

Accumulated depreciation - buildings (7,752) (5,814) (107,378) (7.150) (128,094) (477)

Improvements other than buildings 903,206 594,374 107,276 29,054 1,633,910 1,308

Accumulated depreciation - improvements other than buildings (315,576) (186,004) (20,046) (10,296) (631,922) (269)

Machinery and equipment 39,094 13,215 13,802 23,162 89,273 10,343

Accumulated depreciation - machinery and equipment (19,013) (12,203) (7,952) (15,877) {55,045) (8,547)

Construction in progress 45,326 6,655 297,950 46 349,977 -

Total non-current assets 863,559 463,854 607,771 79,709 2,014,893 15,988

Total assets 1,214,806 555,605 675,419 89,009 2,534,839 33,962
Deferred Outflows of Resources
Changes in derivative values 27,713 7,346 - - 35,059 -
Charge on refunding 10,790 7,162 - - 17,952 -
Pension contributions, changes in assumptions

and differences in experience 26,232 9,615 6,173 3,904 45,824 2,016

Total deferred outflows of resources 64,735 24,023 6,173 3,904 98,835 2,016
Continued
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City of Riverside

Statement of Net Position
Proprietary Funds

June 30, 2016

(amounts expressed in thousands’

Business-type Activities - Enterprise Funds

Governmental
Other Enterprise Total Enterprise Actlvities-Internal
Liabllities Electric Water Sewer Funds Funds Service Funds
Current liabilities:
Accounts payable 15,861 2,325 5,433 832 24,451 1,568
Retainage payable 115 33 335 - 483 -
Unearned revenue 325 4 3 1,289 1,621 -
Deposits 5,040 539 - - 5,579 -
Due to other funds - - - 582 582 597
Capital leases - current 789 - - - 789 -
Water stock acquisitions - current - 150 - - 150 -
Notes payable - current - 802 758 a77 2,537 -
Landfill capping - current - - - 200 200 -
Claims and judgments - current - - - - - 11,315
Compensated absences - current 4,123 1,402 994 475 6,994 281
Current liabilities payable from restricted assets:
Revenue bonds 13,320 5,180 8,055 - 26,556 -
Decommissioning liability 6,126 - - - 6,126 -
Accrued interest 5,405 1,687 8,249 - 15,341 -
Total current liabilities 51,104 12,122 23,827 4,355 91,408 13,761
Non-current liabilities:
Revenue bonds 561,728 190,742 429,826 - 1,182,296 -
Notes payable - 13,764 2,222 19,270 35,256 -
Capital leases 3,905 - - - 3,905 -
Advances from other funds 10,084 4,338 2,775 2,083 19,280 2,247
Decommissioning liability 62,767 - - - 62,767 -
Derivative instruments 34,201 12,398 - - 46,599 -
Claims and judgments - - - - - 31,954
Water stock acquisitions - 788 - - 788 -
Landfill capping - - - 5,486 5,486 -
Compensated absences 764 196 111 55 1,126 170
OPEB obligation 7,264 3,032 2,152 1,847 14,295 834
Net pension liability 77,907 28,257 18,333 11,585 136,092 5,989
Total non-current liabilities 758,620 253,515 455,419 40,336 1,507,890 41,194
Total liabilities 809,724 265,637 479,246 44,691 1,599,298 54,955
Deferred Inflows of Resources
Regulatory charges - - 16,556 16,556 -
Pension contributions, changes in assumptions
and differences in experience 24,204 8,779 5,685 3,602 42,280 1,860
Total deferred inflows of resources 24,204 8,779 22,251 3,602 58,836 1,860
Net Position
Net investment in capital assets 201,851 260,468 138,976 53,775 654,870 7,056
Restricted for debt service 16,289 5,949 34,642 - 56,880 -
Restricted for landfill capping - - - 413 413 -
Restricted for programs and regulatory requirements 24,623 2,226 1,384 - 28,233 -
Unrestricted 203,050 36,569 5,093 (9,568) 235,144 (27,893)
Total net position (deficit) 445,613 305,212 180,095 § 44620 § 975540 $ (20,837)
The notes to basic financial statements are an integral part of this statement.
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City of Riverside

Statement of Revenues, Expenses and Changes in Net Position
Proprietary Funds

For the fiscal year ended June 30, 2016

(amounts expressed in thousands)

Business-type Activities - Enterprise Funds

. Governmental
Other Enterprise Total Enterprise Activities-Internal
Electric Water Sewer Funds Funds Service Funds
Operating revenues:
Charges for services $ 354,530 $ 57,250 $ 52,664 $ 28,650 $ 493,094 $ 24,230
Operating expenses:
Personnel services 39,789 ’ 10,358 8,574 8,133 66,854 3,835
Contractual services 6,849 2,230 2,706 5,554 17,339 1,111
Maintenance and operation 193,765 8,571 8,244 7,100 217,680 2,336
General 9,799 13,911 8,348 5,614 37,672 2,292
Materials and supplies 997 440 3,501 1,370 6,308 132
Claims/Insurance . 793 397 490 237 1,917 15,657
Depreciation and amortization 30,953 13,510 7,025 3,843 55,331 927
Total operating expenses 282,945 49,417 38,888 31,851 403,101 26,190
Operating income (loss) 71,585 7,833 13,776 (3,201) 89,993 (1,960)
Non-operating revenues (expenses):
Operating grants - - - 2,322 2,322 -
Interest income 5,143 1,075 586 84 6,888 269
Other 18,191 1,802 379 1,076 21,448 3
Gain (loss) on retirement of capital assets 424 132 (2) 4 558 -
Capital improvement fees - - 660 - 660 -
Interest expense and fiscal charges (24,980) (8,352) (1,090) (854) (35,276) (71)
Total non-operating revenues (expenses) (1,222) (5,343) - 533 2,632 (3,400) 201
Income (loss) before capital contributions and transfers 70,363 2,490 14,309 (569) 86,593 (1,759)
Cash capital contributions 2,435 2,245 - 861 5,541 27
Noncash capital contributions 12,439 888 - - 13,327 -
Transfers in - 3,333 261 718 4,312 -
Transfers out (38,360) (6,430) - (738) (45,528) -
Change in net position 46,877 2,526 14,570 272 64,245 (1,732)
Net position (deficit) - beginning 398,736 302,686 165,525 44,348 911,295 (19,105)
Net position (deficit) - ending $ 445,613 $ 305,212 $ 180,095 $ 44,620 $ 975,540 $ (20,837)

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

Proprietary Funds

Statement of Cash Flows

For the fiscal year ended June 30, 2016
(amounts expressed in thousands)

Cash flows from operating activities:
Cash received from customers and users
Cash paid to employees for services
Cash paid to other suppliers of goods or services
Other receipts
Net cash (used) provided by operating activities
Cash flows from noncapital financing activities:
Transfers in
Transfers out
Operating grants
Receipts on interfund advances
Outflows on interfund advances
Net cash (used) provided by noncapital financing
activities
Cash flows from capital and related financing activities:
Purchase of capital assets
Proceeds from the sale of capital assets
Principal paid on long-term obligations
Interest paid on long-term obligations
Capital improvement fees
Capital contributions
Net cash (used) for capital and related
financing activities
Cash flows from investing activities:
Purchase of investments
Income from investments
Net cash (used) provided by investing activities
Net change in cash and cash equivalents

Cash and cash equivalents, beginning (including $90,101 for Electric,
$6,063 for Water, $174,182 for Sewer and $650 for Other

Enterprise Funds in restricted accounts.)

Cash and cash equivalents, ending (including $41,847 for Electric,
$8,491 for Water, $128,379 for Sewer and $413 for Other

Enterprise Funds in restricted accounts.)

Governmental
Total Activities-
Enterprise Internal

Electric Water Sewer Funds Service Funds
354,041 $ 69,367 $ 52,847 $ 494,651 $ 24,873
(48,760) (16,871) (9,921) (84,587) 194
(210,879) (22,775) (21,080) (275,295) (20,963)
18,191 761 15,299 35,733 3
112,593 20,482 37,145 170,502 4,107
- 3,333 261 4,312 -
(38,360) (6,430) - (45,528) -
- - - 2,322 -

929 82 5,467 6,467 2,153
(635) (274) (175) (1,318) (415)
(38,066) (3,289) 5,553 (33,745) 1,738
(65,534) (15,042) (43,167) (126,116) (175)
483 148 2 633 -
(16,499) (5,263) (8,928) (31,630) -
(26,500) (8,4086) (15,511) (51,271) (71)
- - 660 660 -

2,830 2,271 - 5,962 27
(105,220) (26,292) (66,948) (201,762) (219)
(1,101) - (73) (1,165) (5)
5,363 1,204 586 7,237 269
4,262 1,204 513 6,072 264
(26,431) (7,895) (23,737) (58,933) 5,890
317,525 89,927 197,880 611,996 6,084
291,094 $ 82,032 $ 174,143 $ 553,063 $ 11,974

Continued
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City of Riverside

Proprietary Funds

Statement of Cash Flows

For the fiscal year ended June 30, 2016

{amounts expressed in thousands) Continued
Governmental
Other Total Activities-
Enterprise Enterprise Internal
Electric Water Sewer Funds Funds Service Funds
Reconciliation of operating income (loss) to net cash (used)
provided by operating activities:
Operating Income (loss) $ 71,585 $ 7,833 $ 13,776 $ (3,201) $ 89,993 $ (1,960)
Other receipts 18,191 761 379 1,076 20,407 3
Adjustments to reconcile operating income (loss) to
net cash provided (used) by operating activities:
Depreciation and amortization 30,953 13,510 7,025 3,843 55,331 927
Changes in assets, liabilities and deferred inflows/outflows of resources: .
Utility billed receivable 1,055 91 (32) 100 1,214 -
Utility unbilled receivable (859) (352) (122) (28) (1,361) -
| Accounts receivable (565) (891) 308 (197) (1,345) 235
‘ Intergovernmental receivable - ' 371 29 (129) 271 408
‘ Inventory 105 - (114) - 9) (30)
' Prepaid and deposit items (3,284) (166) - 1 - (3,449) -
Benefit programs receivable 115 2,940 - - 3,055 -
Regulatory assets 7,160 - (16) 406 7,550 -
Accounts payable (1,642) (1,322) 1,987 (104) (1,081) 495
Accrued payroll (1,627) (536) (320) (261) (2,744) (132)
Retainage payable (126) (80) 335 (14) 115 -
Other payables 434 55 1568 584 1,231 75
Deposits payable 528 94 - (807) (185) -
Landfill capping - - - (236) (236) -
Claims and judgments - - - - - 4,474
Net pension liability and related changes in deferred outflows
and inflows of resources (5,036) (1,826) (1,185) (750) (8,797) (388)
Deferred regulatory charges - - 14,936 - 14,936 -
Decommissioning liability (4,394) - - - (4,394) -
Net cash (used) provided by aoperating activities $ 112,593 $ 20,482 $ 37,145 $ 282 $ 170,502 $ 4,107
Schedule of noncash financing and investing activities:
Capital Contributions - capital assets $ 12,439 $ 888 $ - $ - $ 13,327 $ -
Increase in fair value of investments (50) - - - (50) -
Land purchase with note payable - 3,082 - - 3,082 -
Borrowing under capital lease 3,648 - - - 3,648 -

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

Statement of Net Position/(Deficit)
Fiduciary Funds

June 30, 2016

(amounts expressed in thousands)

Assets
Cash and investments
Cash and investments at fiscal agent
Receivables:
Interest
Accounts
Notes
Direct financing lease receivable
Deposits
Property tax receivables
“Land and improvements held for resale
Capital assets:
Land
Equipment
Accumulated depreciation - equipment
Total assets

Liabilities

Accounts payable
Accrued interest
Advances from other funds
Bonds payable

Notes payable

Held for bond holders
Total liabilities

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

Net Position/(Deficit)
Held by Successor Agency
Total net position/(deficit)

Successor Agency
Private-Purpose
Trust Fund

Agency
Fund

36,564 $
13,207

69

82
21,081
18,065
2

12,128

185
6
6)

3,085
5,156

101,383

8,299

118
4,112
42,405
226,290
5,093

278,018

1,374

1,374

(178,009)

$

(178,009) §$

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

Statement of Changes in Net Position/(Deficit)
Fiduciary Fund - Private-Purpose Trust Fund

For the fiscal year ended June 30, 2016
(amounts expressed in thousands)

Additions
Property tax revenue
Rental and investment income
Miscellaneous
Total additions

Deductions
Professional services and other deductions
Redevelopment projects
Interest expense
Total deductions

Change in Net Position/(Deficit)
Net position/(deficit) - beginning
Net position/(deficit) - ending

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

Successor Agency
Private-Purpose
Trust Fund

37,283
299
73

37,655

2,573
548
11,285

14,406

23,249
(201,258)

(178,009)
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City of Riverside )
Notes to Basic Financial Statements
For the year ended June 30, 2016

{amounts expressed in thousands)

1. Summary of Significant Accounting Policies

The City of Riverside (City) was incorporated on October 11, 1883 as a Charter
City and operates under a Council-Manager form of Government. The more
significant accounting policies reflected in the financial statements are
summarized as follows:

A. Reporting Entity

The financial statements present the City and its component units, entities for
which the City is financially accountable. Blended component units are legally
separate entities, but in substance are part of the City's operations and their
data is combined with that of the City's. The City has no component units that
meet the criteria for discrete presentation. All of the City's component units
have a June 30 year end.

Blended Component Units

Riverside Housing Authority (Housing Authority) was established in 2006 by
the City. The Housing Authority’s primary purpose is to provide safe and
sanitary housing accommodations for persons with low or moderate income.
The Housing Authority’s activity has been combined with that of the primary
government because City Council members serve as the Housing Authority's
commissioners and because the City is financially accountable and
operationally responsible for all matters.

Riverside Public_ Financing Authority (Public Financing Authority) was
organized in December 1987 by the City and the Redevelopment Agency.

Pursuant to Assembly Bill 1X 26 (as modified by the California Supreme Court
on December 29, 2011) all redevelopment agencies were dissolved effective
February 1, 2012. Subsequently, the City became the Successor Agency to
the Redevelopment Agency. The Parking Authority of the City of Riverside
was added as an additional member of the Public Financing Authority on
August 14, 2012. The Public Financing Authority’s activity has been combined
with that of the primary government because City Council members serve as
the Public Financing Authority's board members and because the Public
Financing Authority exclusively provides financing assistance to the primary
government. The City is also financially accountable and operationally
responsible for all matters.

Riverside Municipal improvements Corporation (Municipal Improvements
Corporation) was created in 1978 and operates under provisions of the
Nonprofit Public Benefit Corporation Law of the State of California. The
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Municipal Improvements Corporation's primary purpose is to provide financing
assistance by obtaining land, property and equipment on behalf of the City.
The activity of the Municipal Improvements Corporation has been combined
with that of the primary government because three members of the City
Council serve as the Municipal Improvements Corporation’'s directors and
because the Municipal Improvements Corporation exists to serve exclusively
the primary government. The City is financially accountable and operationally
responsible for all matters.

Fiduciary Component Unit

Successor Agency to the Redevelopment Agency of the City of Riverside
(Successor Agency) is a separate legal entity, which was formed to hold the

assets and liabilities of the former Redevelopment Agency pursuant to City
Council actions taken on March 15, 2011 and January 10, 2012. The activity
of the Successor Agency is overseen by an Oversight Board comprised of
individuals appointed by various government agencies and the City of
Riverside as Successor Agency of the former Redevelopment Agency. The
nature and significance of the relationship between the City and the Successor
Agency is such that it would be misleading to exclude the Successor Agency
from the City’s financial statements. The Successor Agency is presented
herein in the City’s fiduciary funds as a private-purpose trust fund.

Complete financial statements are prepared for the Riverside Public Financing
Authority and the Successor Agency to the Redevelopment Agency of the City
of Riverside, which can be obtained from the City's Finance Department, 3900
Main Street, Riverside, California, 92522 or online at www.riversideca.gov.

B. Government-wide gnd Fund Financial Statements

The government-wide financial statements report information on all of the non-
fiduciary activities of the City and its component units. Interfund activity has
been removed from these statements except for utility charges, as this would
distort the presentation of function costs and program revenues.
Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business type
activities, which rely to a significant extent on fees and charges for support.

The statement of net position presents financial information on all of the City’s
assets, liabilities, and deferred inflows/outflows of resources, with the
difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the
City is improving or deteriorating.



City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2016

The statement of activities demonstrates the degree to which the direct
expenses of a given function or segment are offset by program revenues.
Direct expenses are those that are clearly identifiable with a specific function
or segment. Program revenues include 1) charges to customers or applicants
who purchase, use, or directly benefit from goods, services, or privileges
- provided by a given function or segment and 2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues. Indirect
expenses are allocated to the various functions based on a proportionate
utilization of the services rendered. Such allocations consist of charges for
accounting, human resources, information technology and other similar
support services.

Separate financial statements are provided for governmental funds,
proprietary funds, and fiduciary funds, even though the latter are excluded
from the government-wide financial statements. Major individual governmental
funds and major individual enterprise funds are reported as separate columns
in the fund financial statements. ' '

C. Measurement Focus, Basis of Accounting and Financial
Statement Presentation

The government-wide, proprietary and private-purpose trust fund financial
statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Agency funds report only assets and
liabilities and therefore have no measurement focus. Revenues are recorded
when earned and expenses are recorded when a liability is incurred,
-regardless of the timing of related cash flows. Property taxes are recognized
as revenues in the year for which they are levied on the property. Grants and
similar items are recognized as revenue as soon as all eligibility requirements
have been met. An allowance for doubtful accounts is maintained for the utility
and other miscellaneous receivables.

Governmental fund financial statements are reported using the current
financial resources measurement focus and the modified accrual basis of
accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities
of the current period. Revenues are considered to be available if they are
generally collected within 60 days after year end, except for revenue
associated with neglected property abatement which is eleven (11) months
and except for grant revenue, including reimbursement received from

{amounts expressed in thousands)

Transportation Uniform Mitigation Fees, which is six (6) months and sales tax
revenue which is seven (7) months, as described below. Grant revenue is
recognized if received within six (6) months of year end to enable the matching
of revenue with applicable expenditures. Expenditures generally are recorded
when a liability is incurred under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and
claims and judgments, are recorded only when payment is due.

In 2004, the State temporarily began to exchange 25% of sales taxes for an
equal amount of property taxes to securitize a short-term State bond issue.
The State bond issue will remain outstanding for an uncertain number of years,
but the bonds are currently estimated to retire in 2016. These in-lieu sales
taxes will be paid to the City by the State on a different calendar than sales
taxes, which are paid monthly, three months in arrears. The vast majority of
the in-lieu amount will be paid during the applicable fiscal year; however, the
final payment of the in-lieu sales taxes will not be paid until the January
following the end of the applicable fiscal year. Since 2004, the final "true-up”
payment has been reported in the fiscal year that the revenue was earned and
thus provides consistency in the reporting of sales tax revenue.

Property taxes, special assessments, sales taxes, franchise taxes, licenses,
charges for services, amounts due from other governments and interest
associated with the current fiscal period are all considered to be susceptible to
accrual. Other revenue items such as fines and permits are considered to be
measurable and available only when the government receives cash, and are
therefore not susceptible to accrual.

The government reports the following major governmental funds:

The General fund is the government’s primary operating fund. It accounts
for all financial resources of the general government, except those required
to be accounted for in another fund.

The Capital Outlay fund accounts for the construction and installation of
street and highway capital improvements for the City, including
improvements funded by the ¥z % sales tax approved by Riverside County
in 1988.

The government reports the following major proprietary funds:

The Electric fund accounts for the activities of the City’s electric distribution
operations.



City of Riverside
Notes to Basic Financial Statements
For the year ended June 30, 2016

(amounts expressed in thousands)

The Water fund accounts for the activities of the City’s water distribution
operations.

The Sewer fund accounts for the activities of the City's sewer systems.
Additionally, the government reports the following fund types:

Internal service funds account for self-insurance, central stores and central
garage on a cost reimbursement basis.

Fiduciary funds include private-purpose trust and agency funds. The
private-purpose trust fund accounts for assets and activities of the
dissolved Redevelopment Agency, which is accounted for in the Successor
Agency Trust. The agency fund is used to account for special assessments
that service no-commitment debt.

The permanent fund is a governmental fund that is used to report resources
that are legally restricted to the extent that only earnings, and not principal,
may be used for purposes that support the City’s Library programs. Non-
expendable net position on the Statement of Net Position includes $1.6
million of permanent fund principal which are considered nonexpendable.

Amounts reported as program revenues include 1) charges to customers for
goods, services, or privileges provided, 2) operating grants and contributions,
and 3) capital grants and contributions, including special assessments.
Internally dedicated resources are reported as general revenues rather than
as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a
proprietary fund’'s principal ongoing operations. The sewer fund also
recognizes as operating revenue the portion of connection fees intended to
recover the cost of connecting new customers to the system. Operating
expenses for enterprise funds and internal service funds include the cost of
sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.

D. Cash and Investments

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

Cash accounts of all funds are pooled for investment purposes to enhance
safety and liquidity while maximizing interest earnings. Investments are stated
at fair value except for investments in investment contracts which are recorded
at contract value. All highly liquid investments (including restricted assets) with
a maturity of 90 days or less when purchased are considered cash equivalents.
Cash and investments held on behalf of proprietary funds by the City Treasurer
are considered highly liquid and are classified as cash equivalents for the
purpose of presentation in the Statement of Cash Fiows.

E. Restricted Cash and Investments

Certain proceeds of long-term indebtedness, as well as certain resources set
aside for their repayment, are classified as restricted assets on the statement
of net position because their use is limited by applicable bond covenants.
Restricted cash and investments also include cash set aside for nuclear
decommissioning, public benefit programs, regulatory requirements and rate
stabilization because their use is legally restricted to a specific purpose.
Unspent proceeds received from the City’s landfill capping surcharge are also
recorded as restricted assets.

F. Allowance for Doubtful Accounts

Management determines the allowance for doubtful accounts by analyzing
customer accounts for all balances over 60 days old. The allowance for
doubtful accounts is then adjusted at fiscal year-end based on the amount
equal to the annual uncollectible accounts. Utility customer closed accounts
are written off when deemed uncollectible. Recoveries to utility customer
receivables previously written off are recorded when received. For non-utility
accounts receivables, delinquent notices after 60 days are sent to customers
with outstanding balances. After 120 days, accounts still outstanding are
referred to the City's collection agency. As of June 30, 2016, the City had an
allowance for doubtful account balance of $6,402.
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Notes to Basic Financial Statements
For the year ended June 30, 2016

{amounts expressed in thousands)

G. Land and Improvements Held for Resale

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

H. Inventory

Supplies are valued at cost using the average-cost method. Costs are charged
to user departments when consumed rather than when purchased.

1. Prepaid ltems

Payments to vendors for services benefiting future periods are recorded as
prepaid items and expenditures are recognized when items are consumed.

J. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, right of way, and similar items), are
reported in the applicable governmental activities and business-type activities
of the government-wide financial statements and in the proprietary funds and
the fiduciary private-purpose trust fund statements of net position. The
government defines capital assets as assets with an initial, individual cost of
more than five thousand dollars and an estimated useful life in excess of one
year. Such assets are recorded at historical cost or estimated historical cost if
purchased or constructed. Costs include: labor; materials; interest during
construction; allocated indirect charges such as engineering, construction and
transportation equipment, retirement plan contributions and other fringe
benefits. Donated capital assets are recorded at estimated fair market value
at the date of donation. Intangible assets that cost more than one hundred
thousand dollars with useful lives of at least three years are capitalized and
are recorded at cost.

Interest incurred during the construction phase is reflected in the capitalized
value of the asset constructed for proprietary funds. For the year ended June
30, 2016, business-type activities capitalized net interest costs of $21,232 in
the government-wide and fund financial statements. Total interest expense
incurred by the business-type activities (and the enterprise funds on the
proprietary funds statements) before capitalization was $56,508.

The costs of normal maintenance and repairs that do not add to the value of
the asset or materially extend asset lives are not capitalized. Capital assets
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other than land are depreciated using the straight-line method. Estimated
useful lives used to compute depreciation are as follows:

Buildings and Improvements 30-50 years
Improvements other than Buildings  20-99 years
Intangibles - Depreciable 3-15 years
Machinery and Equipment 3-15 years

Infrastructure 20-100 years

K. Compensated Absences

City employees receive 10 to 25 vacation days a year based upon length of
service. A maximum of two years' vacation accrual may be accumulated and
unused vacation is paid in cash upon separation.

City employees generally receive one day of sick leave for each month of
employment with unlimited accumulation. Upon retirement or death, certain
employees or their estates receive a percentage of unused sick leave paid in
a lump sum based on longevity. The General, Electric and Water funds have
been primarily used to liquidate such balances.

The liability associated with these benefits is reported in the government-wide
statements. Vacation and sick leave of proprietary funds is recorded as an
expense and as a liability of those funds as the benefits accrue to employees.

L. Derivative Instruments

The City’s derivative instruments are accounted for in accordance with
Government Accounting Standards Board Statement No. 53 (GASB 53),
Accounting and Financial Reporting for Derivative Instruments, which requires
the City to report its derivative instruments at fair value. Changes in fair value
for effective hedges that are achieved with derivative instruments are reported
as deferrals in the statements of net position.

The City uses derivative instruments to hedge its exposure to changing interest
rates through the use of interest rate swaps. The City had debt that was
layered with “synthetic fixed rate” swaps, which was refunded in 2008 and
2011. The balance of the deferral account for each swap is included as part of
the deferred charge on refunding associated with the new bonds. The swaps
were also employed as a hedge against the new debt. Hedge accounting was
applied to that portion of the hedging relationship, which was determined to be
effective. The negative fair value of the interest rate swaps related to the new
hedging relationship has been recorded and deferred on the statement of net
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(amounts expressed in thousands)

position. See Note 10 for further discussion related to the City’s interest rate
swaps.

Various transactions permitted in the Ultility's Power Resources Risk
Management Policies may be considered derivatives, including energy and/or
gas transactions for swaps, options, forward arrangements and congestion
revenue rights. The City has determined that all of its contracts including
congestion revenue rights fall under the scope of “normal purchases and
normal sales” and are exempt from GASB 53.

M. Long-Term Obligations

Long-Term Debt

Long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental and business-type activites columns in the
government-wide financial statements and in the proprietary funds and
fiduciary private-purpose trust fund statements of net position. Bond premiums
and discounts are deferred and amortized over the life of the bonds using the
effective interest method. Bonds payable are reported net of the applicable
bond premium or discount.

In the fund financial statements, government fund types recognize bond
issuance costs as expenditures during the current period. The face amount
of debt issued is reported as other financing sources. Premiums received on
debt issuances are reported as other financing sources while discounts on
debt issuance are reported as other financing uses.

Decommissioning

Federal regulations require the Electric Utility to provide for the future
decommissioning of its ownership share of the nuclear units at San Onofre.
The Electric Utility has established trust accounts to accumulate resources for
the decommissioning of the nuclear power plant and restoration of the
beachfront at San Onofre. Based on the most recent site specific cost estimate
as of September 2014, submitted by Southern California Edison (SCE) and
accepted by the Nuclear Regulatory Commission (NRC), the Electric Utility
has fully funded the San Onofre Nuclear Generating Station (“SONGS”)
decommissioning liability