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RIVERSIDE

October 24, 2012
To the Honorable Mayor, Members of the City Council and Citizens 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, 2012.

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 reasonable 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 Moss Adams LLP, a firm of certified public accountants. The independent
auditor concluded, based on the audit, that there was a reasonable basis for rendering an unqualified opinion on the City’s financial
statements for the fiscal year ended June 30, 2012. The independent 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 a broader, 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. These reports are available in the City’s
separately issued Single Audit Report.

Management has provided an overall analysis of the financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The City’s MD&A



can be found immediately following the report of the independent auditors.
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 operations 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 legally
separate entities can be found in Note 1 in the notes to the 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 27 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 69.

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 308,511, which places it as the sixth largest in Southern California.



Until recently the MSA has experienced a very strong economic environment. However, unemployment is currently at 12.3%. The
budget for the City for fiscal year 2012/2013 projects a 4.5% increase in expenditures, but is balanced. The increase in expenditures is
largely related to capital outlay.

The MSA is projected to grow rapidly in future years because land values 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: Seizing Our Destiny 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

Long-term financial planning. Annually, the City updates a five (5) year Capital Improvement Program (CIP). Planned capital
expenditures during fiscal years 2012/13 - 2016/17 total approximately $774 million. The projects encompass all seven Council
wards and enhance the life of all residents. Funding comes from multiple sources, including existing funds; General Fund certificates
of participation; Redevelopment Agency tax allocation bonds; and regional, state and federal funds. In addition to routine electric,
water, sewer and transportation-related projects, the CIP includes improvements to parks in the City; railroad grade separations;
library, museum, convention center and Municipal Auditorium improvements/expansions/rehabilitations; and, public safety projects.

Financial policies. A portion of fund balance within the General Fund is set aside and designated for future economic contingencies.
The amount that has been set aside is equal to approximately 15% of General Fund expenditures.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting
to the City of Riverside for its comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2011. This was the
twenty-fourth 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 GAAP and applicable legal requirements.

This award is valid for a period of one year only. We believe that our current CAFR continues to meet the Program’s requirements and
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 Division, particularly the leadership of Jason Al-Imam, Controller. We would like to express our appreciation to all members
of the Division who assisted and contributed to its preparation. Credit also must be given to the Mayor and the City Council for their
unfailing support for maintaining the highest standards of professionalism in the management of the City’s finances.

Respectfully submitted,

Scott C. Barber Brent A. Mason
City Manager Finance Director/Treasurer
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REPORT OF INDEPENDENT AUDITORS

Honorable Mayor and Members of the City Council
City of Riverside

3900 Main Street

Riverside, California

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, 2012, which collectively comprise the City’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the City’s management. 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 of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing 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 over financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

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 of Riverside, California, as of June 30, 2012, and the
respective changes in financial position, and cash flows, where applicable, and the respective budgetary comparison for the general fund for the year then ended,
in conformity with accounting principles generally accepted in the United States of America.

As described further in note 1 to the financial statements, recent legislation in the State of California called for the dissolution of California redevelopment
agencies. The accompanying financial statements reflect certain changes to account for the dissolution, including extraordinary gains and losses impacting
governmental activities, the Redevelopment Debt Service and Capital Projects major funds, other governmental funds and the new Successor Agency to the
Redevelopment Agency of the City of Riverside, a Private-Purpose Trust fiduciary fund.
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In accordance with Government Auditing Standards, we have also issued our report dated October 24, 2012 on our consideration of the City’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, 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 the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the Management's Discussion and Analysis on pages 3 through 19 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 the
auditing standards generally accepted in the United States of America, which consisted of inquiries with 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.

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 nonmajor fund financial statements, and other schedules, listed in the table of contents on pages 65 through 85, are presented for
purposes of additional analysis and are not a required part of the basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the financial statements. The information has been subjected to
the auditing procedures applied in the audit of the financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with the auditing standards generally accepted in the United States of America. In our opinion the combining and individual nonmajor
fund financial statements, and other schedules, on pages 65 through 85 are fairly stated in all material respects in relation to the financial statements taken as a
whole.

The accompanying introductory and statistical sections, as listed in the table of contents, are presented for the purpose of additional analysis and are not a
required part of the basic financial statements. This information has not been subjected to the auditing procedures applied in the audit of the basic financial
statements, and, accordingly, we express no opinion or provide any assurance on it.

%W%ML Lo

Los Angeles, California
October 24, 2012



Management’s Discussion and Analysis

As management of the City of Riverside, we offer this narrative overview and analysis of financial activities for the fiscal year ended June
30, 2012. 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.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City’s basic financial statements, compromised of three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the 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 assets presents information on all of the City’s assets and liabilities, with the excess of assets over liabilities reported
as net assets. Over time, increases or decreases in the net assets 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 assets changed during the most recent fiscal year. All changes
in net assets 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 four blended component units, which consist of the
Riverside Redevelopment Agency (which dissolved on January 31, 2012), 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 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 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 the 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 21-22 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 unreserved 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 sixteen 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, the Redevelopment
Agency Debt Service Fund, the Capital Outlay Fund, and the Redevelopment Capital Project Fund all of which are major funds. Data from



the other twelve 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 65-72 in this report.

The City adopts an annual appropriated budget for its General Fund. A budgetary comparison statement has been provided to demonstrate
compliance with this budget.

The governmental fund financial statements can be found on pages 23-27 of this report.

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, 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 73-82 in this report.

The basic proprietary fund financial statements can be found on pages 28-32 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 pages 33-34 of this report, and the combining statement for the agency fund can be
found on page 83.

Notes to the 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 the financial statements begin on page 35 of this report.



Government-wide Financial Analysis

The following table presents a summarization of the City’s assets, liabilities and net assets for its governmental and business type
activities. As noted earlier, a government’s net asset position may serve over time as a useful indicator of its financial position.

Governmental Business type
Activities Activities Total
2012 2011 2012 2011 2012 2011
Current and other assets $ 417,734 $ 620,030 $ 901,982 $ 930,414 $1,319,716 $1,550,444
Capital assets, net 1,271,805 1,214,316 1,413,797 1,338,272 2,685,602 2,552,588
Total assets 1,689,539 1,834,346 2,315,779 2,268,686 4,005,318 4,103,032
Current liabilities 85,513 91,317 176,488 137,667 262,001 228,984
Long-term liabilities 414,859 732,476 1,132,387 1,163,610 1,547,246 1,896,086
Total liabilities 500,372 823,793 1,308,875 1,301,277 1,809,247 2,125,070
Net asset:
Invested in capital assets,
net of related debt 1,066,855 1,019,892 666,919 654,974 1,733,774 1,674,866
Restricted 93,818 80,820 54,923 56,397 148,741 137,217
Unrestricted 28,494 (90,159) 285,062 256,038 313,556 165,879
Total net assets $1,189,167 $1,010,553 $1,006,904 $ 967,409 $2,196,071 $1,977,962

The City’s assets exceeded liabilities by $2,196,071 at June 30, 2012, an increase of $218,109 from June 30, 2011.

By far the largest portion of the City’s net assets (79 percent) 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