
























































































































































CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Measurement Focus, Basis of Accounting, and Financial Presentation

The statement of net position and statement of activities (i.e., the government-wide financial
statements) display information on all of the nonfiduciary activities of the primary government
(the City) and its blended component units. A separate column has been included to report the
Reclamation Authority, a discretely presented component unit. Eliminations have been made to
minimize the effect of interfund activity. The City does not have any business-type activities.

The statement of activities presents a comparison between direct expenses and program revenues
for each function of the City’s governmental activities. Direct expenses are those that are
specifically associated with a program or function and are clearly identifiable to a particular
function. Program revenues include (1) charges paid by the recipients of goods or services offered
by the functions or programs and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or program. Revenues that are not
classified as program revenues, including all taxes, are presented as general revenues.

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Under the economic resources measurement focus, all
assets, deferred outflows of resources, liabilities, and deferred inflows of resources (whether
current or noncurrent) associated with their activity are included on their statement of net position.
Under the accrual basis of accounting, revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity with a self-balancing set of accounts established for the purpose of carrying out
specific activities or attaining certain objectives in accordance with applicable regulations,
restrictions or limitations. The governmental funds financial statements are provided for major
funds individually and nonmajor funds in the aggregate, as well as for the fiduciary activities, even
though the latter is excluded from the government-wide financial statements.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under the current financial
resources measurement focus, only current assets, current liabilities and deferred inflows of
resources are generally included on their balance sheets. The reported fund balance is considered to
be a measure of “available spendable resources.”
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
B. Measurement Focus, Basis of Accounting, and Financial Presentation (Continued)

Under the modified accrual basis of accounting, 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. For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, except for principal and interest on long-term liabilities, claims payable, and
compensated absences which are recognized as expenditures to the extent they have matured.
Capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
long-term liabilities are reported as other financing sources.

Sales taxes, property taxes, franchise fees, gas taxes, motor vehicle in-lieu, and transient occupancy
taxes, and interest associated with the current fiscal period are all considered to be susceptible to
accrual and so have been recognized as revenues of the current fiscal period. All other revenue
items are considered to be measurable and available only when the related cash is received by the
government.

Exchange transactions are recognized as revenues in the period in which they are earned (i.e., the
related goods or services are provided). Locally imposed derived tax revenues are recognized as
revenues in the period in which the underlying exchange transaction upon which they are based
takes place. Imposed nonexchange transactions are recognized as revenues in the period for which
they were imposed. If the period of use is not specified, they are recognized as revenues when an
enforceable legal claim to the revenues arises or when they are received, whichever occurs first.
Government-mandated and voluntary nonexchange transactions are recognized as revenues when
all applicable eligibility requirements have been met.

Nonexchange transactions, in which the City gives (or receives) value without directly receiving
(or giving) equal value in exchange include property taxes, grants, entitlements, and donations. On
an accrual basis, revenue from property taxes is recognized in the fiscal year, which the taxes are
levied. Revenue from grants, entitlements, and donations is recognized in the fiscal year in which
all the eligibility requirements have been satisfied.

Governmental fund operating statements present increases (revenues and other financing sources)
and decreases (expenditures and other financing uses) in fund balance. Accordingly, they are said
to present a summary of sources and uses of “available spendable resources” during a period.

The City’s fiduciary fund financial statements are comprised of a private-purpose trust fund and
agency funds. The private-purpose trust fund is reported using the “economic resources
measurement focus” and the “accrual basis of accounting.” The agency funds have no
measurement focus but utilize the *“accrual basis of accounting” for reporting their assets and
liabilities.
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
C. Fund Classifications (Continued)

Fiduciary Funds are used to account for assets held by the City as an agent for individuals, private
organizations, other governmental units and/or other funds. The City has the following Fiduciary
Funds:

Successor Agency to the Dissolved Redevelopment Agency Private-purpose Trust Fund -
This fund is used by the City to report trust arrangements under which principal and income
benefit other governments. This fund reports the assets, liabilities and activities of the
Successor Agency to the Dissolved Carson Redevelopment Agency. Unlike the limited
reporting typically utilized for Agency Funds, the Private-purpose Trust Fund reports a
Statement of Fiduciary Net Position and a Statement of Changes in Fiduciary Net Position.

Agency Funds - These funds account for money and property held by the City as trustee or
custodian. Among the activities are the disposition of funds, deposits made for the account
of other governmental agencies, developers, and others under the terms of agreements for
which the deposits were made.

D. New Accounting Pronouncements
Current Year Standards

GASB 83 - Certain Asset Retirement Obligations, effective for periods beginning after
June 15, 2018. This standard did not impact the City.

GASB 88 - GASB 88 - Certain Disclosures Related to Debt, Including Direct Borrowings and
Direct Placements, effective for periods beginning after June 15, 2018. This standard did not
significantly impact the City.

GASB 89 - Accounting for Interest Cost Incurred before the End of a Construction Period,
effective for periods beginning after December 15, 2019 was early implemented during the current
year. Interest Capitalization is no longer required.

Pending Accounting Standards

GASB has issued the following statements, which may impact the City’s financial reporting
requirements in the future:

GASB 84 - Fiduciary Activities, effective for periods beginning after December 15, 2018.
GASB 87 - Leases, effective for periods beginning after December 15, 2019.

GASB 90 - Majority Equity Interests — an amendment of GASB Statements No. 14 and
No. 61, effective for periods beginning after December 15, 2018.
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. New Accounting Pronouncements (Continued)

E.

Pending Accounting Standards (Continued)
GASB 91 - Conduit Debt Obligations, effective for periods beginning after December 15, 2020.
GASB 92 — Omnibus, effective for periods beginning after June 15, 2020.

Investments

Investments are stated at fair value. Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The fair value of the investments is generally based on published market prices and
quotations from custodians. Investment earnings are allocated based on the source of funds.

Changes in fair value that occur during a fiscal year are recognized as investment income reported
for that fiscal year. Investment income also reports interest earnings, rental income, and any gains
or losses realized upon the liquidation, maturity, or sale of investments.

Property Taxes

Property tax revenue is recognized in the fiscal year for which the taxes have been levied providing
they become available. Available means due, or past due and receivable within the current period
and collected within the current period or expected to be collected soon enough thereafter (not to
exceed 60 days) to be used to pay liabilities in the current period.

The City receives funds from the State of California via the County, as the City is considered to be
a “no and low” property tax City. The City’s current year allocation of the “no and low” property
tax of $7,928,311 was included in the General Fund tax revenues.

Under California law, property taxes are assessed and collected by the counties up to 1% of
assessed value plus other increases approved by the voters. Property taxes are assessed and
collected each fiscal year according to the following property tax calendar:

Lien Date: January 1%

Levy Date: July 1% to June 30™

Due Date: First Installment - November 1%
Second Installment - March 1%

Delinquent Date: First Installment - December 10™

Second Installment - April 10"
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J.

Capital Assets (Continued)

The following schedule summarizes capital assets’ estimated useful lives:

Buildings and improvements 25 - 50 years
Machinery and equipment 5 - 20 years
Infrastructure:
Roadways 7 - 100 years
Sewer 25 - 30 years
Storm drain 20 - 50 years

K. Land Held for Resale

Land held for resale in the Housing Authority Fund represents housing properties transferred to the
Housing Authority from the Low and Moderate Income Housing Fund of the former
Redevelopment Agency. Land held for resale in the Fiduciary Funds represents land purchased by
the former Redevelopment Agency to further the Redevelopment Plan. This property will be sold
and proceeds will be sent to the County of Los Angeles for distribution to affected taxing agencies.
Land held for resale is recorded at the lower of acquisition cost or estimated net realizable value.

Employee Compensated Absences

It is the policy of the City to record the cost of employee compensated absences in the government-
wide financial statements as earned. A liability is recorded for unused vacation and similar
compensatory leave balances since the employees’ entitlement to these balances are attributable to
services already rendered and it is probable that virtually all of these balances will be liquidated by
either paid time off or payments upon leave redemption, termination, or retirement.

A liability is recorded for unused sick leave balances only to the extent that it is probable that the
unused balances will result in termination payments. This is estimated by including in the liability
the unused balances of employees currently entitled to receive termination payment, as well as
those who are expected to become eligible to receive termination benefits as a result of continuing
their employment with the City. Other amounts of unused sick leave are excluded from the liability
since their payment is contingent solely upon the occurrence of a future event (illness), which is
outside the control of the City and the employee.
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

M. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period and will not be
recognized as an outflow of resources (expense/expenditure) until that time. The City has the

following items that qualify for reporting in this category:

Deferred outflows related to OPEB and pension plans equal to employer contributions
made after the measurement date of the net OPEB liability and the net pension liability,
respectively.

Deferred outflows related to pensions for differences between actual and expected
experiences. These amounts are amortized over a closed period equal to the average of the
expected remaining service lives of all employees that are provided with pensions through
the plans.

Deferred outflows from pensions resulting from changes in assumptions. These amounts
are amortized over a closed period equal to the average expected remaining service lives of
all employees that are provided with pensions through the plans.

Deferred outflows related to pensions resulting from the net differences between projected
and actual earnings on plan investments of the pension plans fiduciary net position. These
amounts are amortized over five years.

In addition to liabilities, the statement of net position and governmental funds balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate financial
statement element, deferred inflows of resources, represents an acquisition of net position that
applies to a future period and will not be recognized as an inflow of resources (revenue) until that
time. The City has the following items that qualify for reporting in this category:

Deferred inflows from unavailable revenues, which is reported only in the governmental
funds balance sheet. The governmental funds report unavailable revenues from two
sources: taxes and grants. These amounts are deferred and recognized as an inflow of
resources in the period that the amounts become available.

Deferred inflows related to pensions for differences between actual and expected
experiences. These amounts are amortized over a closed period equal to the average of the
expected remaining service lives of all employees that are provided with pensions through
the plans.

Deferred inflows from OPEB and pension plans resulting from changes in assumptions.
These amounts are amortized over a closed period equal to the average expected remaining
service lives of all employees that are provided with pensions through the plans.
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
P. Fund Balances and Flow Assumptions (Continued)

Committed fund balance includes amounts that can be used only for the specific purposes
determined by a formal action of the City’s highest level of decision-making authority. The City
Council, as the City’s highest level of decision-making authority, may commit, through a
resolution, fund balance for specific purposes pursuant to constraints imposed by such formal
actions taken. Committed amounts cannot be used for any other purpose unless the City Council
removes or changes the specific use through the same type of formal action taken to establish the
commitment.

Assigned fund balance consists of funds that are set aside for specific purposes by the City’s
highest level of decision making authority or a body or official that has been given the authority to
assign funds. The City Council delegates the authority to assign fund balance to the City Manager
and the Administrative Services General Manager for purposes of reporting in the annual financial
statements in accordance with Resolution No. 11-084, Classifying the Various Components of the
Fund Balance of the City of Carson.

Unassigned fund balance is the residual classification for the City’s fund balance and includes all
spendable amounts not contained in the other classifications. This category also provides the
resources necessary to meet unexpected expenditures and revenue shortfalls. The general fund is
the only fund that reports a positive unassigned fund balance amount. In other governmental funds,
if expenditures incurred for specific purposes exceeded the amounts restricted, committed, or
assigned to those purposes, it may be necessary to report a negative unassigned fund balance in that
fund.

The City considers the restricted fund balances to have been spent when expenditures are incurred
for purposes for which both unrestricted and restricted fund balance is available. The City
considers unrestricted fund balances to have been spent when an expenditure is incurred for
purposes for which amounts in any of the unrestricted classifications of fund balance could be
used. When expenditures are incurred for purposes for which amounts in any of the unrestricted
fund balance classifications could be used, it is the policy of the City to reduce the committed
amounts first, followed by assigned amounts, and then unassigned amounts.

Q. Net Position and Flow Assumptions

Net position is the excess of all the City’s assets and deferred outflows of resources over all its
liabilities and deferred inflows of resources. Net position is divided into three captions. These
captions are described below and apply only to net position, which is applicable only to the
government-wide financial statements.

Net investment in capital assets - describes the portion of net position which is represented by the
current net book value of the City’s capital assets, less the outstanding balance of any debt issued
to finance these capital assets. As of June 30, 2019, the City had no outstanding debt related to its
capital assets.
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Q.

Net Position and Flow Assumptions (Continued)

Restricted - describes the portion of net position which is restricted as to use by the terms and
conditions of agreements with outside parties, governmental regulations, laws, or other restrictions
which the City cannot unilaterally alter.

Unrestricted - describes the portion of net position which is not restricted as to use.

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g., restricted
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as
restricted net position and unrestricted net position in the government-wide and proprietary fund
financial statements, a flow assumption must be made about the order in which the resources are
considered to be applied.

It is the City’s practice to consider restricted net position to have been depleted before unrestricted
net position is applied.

Use of Estimates

The preparation of basic financial statements in accordance with accounting principles generally
accepted in the United States of America (U.S. GAAP) requires City management to make
estimates and assumptions that affect certain reported amounts. Accordingly, actual results could
differ from those estimates.

NOTE 2 - CASH AND INVESTMENTS

Cash and Investments

Cash and investments as of June 30, 2019, are classified in the accompanying financial statements as

follows:
Government- Fiduciary Funds
Wide Statement of Net Position
Statement of  Private-Purpose Agency
Net Position Trust Fund Funds Total
Unrestricted assets:
Cash and investments $ 111,009,845  $21,071,124  $ 6,310,242  $138,391,211
Restricted assets:
Cash and investments 17,797,010 - - 17,797,010
with fiscal agents 3,763,788 11,364,361 2,603,864 17,732,013

Total cash and investments $ 132,570,643 $32,435,485 $ 8,914,106 $173,920,234
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CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 2 - CASH AND INVESTMENTS (CONTINUED)
Investments Authorized by Administration Agreement

Restricted cash and investments of the Reclamation Authority are to adhere to the City’s investment
policy pursuant to an enterprise fund administration agreement with the California Department of
Toxic Substances Control. The Reclamation Authority may only draw down funds from these
restricted accounts upon submission of payment requests to the California Department of Toxic
Substances Control.

Investments Authorized by Debt Agreements

Investments of debt proceeds held by fiscal agent are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the City’s investment policy.
The table below identifies the investment types that are authorized for investments held by fiscal agent.
The table also identifies certain provisions of these debt agreements that address interest rate risk,
credit risk, and concentration of credit risk.

Authorized Investment Type Maximum Maximum Maximum
Local Agency Bonds None None None
U.S. Treasury Obligations None None None
U.S. Agency Securities None None None
Banker’s Acceptance 1 Year None None
Commercial Paper 270 Days None None
Negotiable Certificates of Deposit None None None
Repurchase Agreements 30 Days None None
Money Market Mutual Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None
Investment Agreements N/A None None

N/A - Not Applicable

Disclosures Relating to Interest Rate Risk

Interest rate risk pertains to the changes in market interest rates that will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its
fair value to changes in market interest rates. One of the ways that the City manages its exposure to
interest rate risk is by purchasing a combination of shorter-term and longer-term investments and by
timing cash flows from maturities so that a portion of the portfolio is maturing or coming close to
maturity over time as necessary to provide the cash flow and liquidity needed for operations.
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Notes to Basic Financial Statements
June 30, 2019

NOTE 2 - CASH AND INVESTMENTS (CONTINUED)
Disclosures Relating to Interest Rate Risk (Continued)
Information about the sensitivity of the fair values of the City’s investments (including investments
held by fiscal agent) to market interest rate fluctuations is provided by the following table that shows

the distribution of the City’s investments by maturity:

Remaining Maturity (in Months)

12 Months 13to 24 25-60
Investment Type or Less Months Months Total

Local Agency Investment Fund (LAIF)  $ 37,760,895  $ - 3 - $ 37,760,895

Money Market Funds 26,360,139 - - 26,360,139

U.S. Agency Securities 14,356,715 8,203,576 5,860,286 28,420,577

Medium- Term Corporate Notes 1,748,003 251,600 1,805,232 3,804,835

State/Municipal Bonds - 94,141 508,985 603,126
Held by Fiscal Agent:

Money Market Funds 17,732,013 - - 17,732,013

Total $ 97,957,765 $ 8,549,317 $ 8,174,503  $114,681,585

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the minimum rating required by (where applicable)
the California Government Code, the City’s investment policy, or debt agreements, and the actual
rating by Standard & Poor’s as of year-end for each investment type.

Minimum

Total as of Legal Not

Investment Type June 30, 2019 Rating AAA Other Rated
Local Agency Investment Fund (LAIF) $ 37,760,895 N/A $ - $ - $ 37,760,895
Money Market Funds 26,360,139 AAA 26,360,139 - -
U.S. Agency Securities 28,420,577 N/A - 28,420,577 -
Medium-Term Corporate Notes 3,804,835 A 1,004,190 2,800,645 -
State/Municipal Bonds 603,126 AA - 603,126 -

Held by Fiscal Agent:

Money Market Funds 17,732,013 N/A 17,732,013 - -
Total $114,681,585 $ 45,096,342  $ 31,824,348 $ 37,760,895
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Notes to Basic Financial Statements
June 30, 2019

NOTE 2 - CASH AND INVESTMENTS (CONTINUED)
Investment in State Investment Pool

The City is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by
the California Government Code under the oversight of the Treasurer of the State of California. The
fair value of the City’s investment in this pool reported in the accompanying financial statements at
amounts based upon the City’s pro rata share of the fair value provided by LAIF for the entire LAIF
portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is
based on the accounting records maintained by LAIF, which are recorded on an amortized cost basis.
LAIF’s and the City’s exposure to risk (credit, market or legal) is not currently available.

Fair Value Measurements

The City categorizes its fair value measurement within the fair value hierarchy established by generally
accepted accounting principles. The hierarchy is based on the valuation inputs used to measure the fair
value of the investments. Level 1 inputs are quoted prices in active markets for identical assets, Level 2
inputs are quoted prices of similar assets in active markets, and Level 3 inputs are significant
unobservable inputs.

Quoted Observable Unobservable
Prices Inputs Inputs
Level 1 Level 2 Level 3 Total
U.S. Agency Securities $ - $ 28420577 % - $ 28,420,577
Medium-Term Corporate Notes - 3,804,835 - 3,804,835
State/Municipal Bonds - 603,126 - 603,126
Total Leveled Investments $ - $ 32,828,538 % - 32,828,538
Local Agency Investment Fund (LAIF)* 37,760,895
Money Market Funds* 26,360,139
Held by Fiscal Agent:
Money Market Funds* 17,732,013
Total Investment Portfolio $ 114,681,585

* Not subject to fair value measurement hierarchy.
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Notes to Basic Financial Statements
June 30, 2019

NOTE 3 - LOANS RECEIVABLE
Details of the City’s loans receivable as of June 30, 2019 are as follows:

Loans relative to development projects under various

disposition and development agreements $ 56,613,049
First Time Homebuyer Loan Program 5,552,417
Computer Loan Program 20,132
HOME Loan Program 371,546
Neighborhood Stabilization Program Loans 165,000

Total Loans Receivable 62,722,144
Less: Allowance for uncollectible accounts (56,613,049)

Loans Receivable, Net $ 6,109,095

Because of the nature of various loans receivable in relation to development projects under various
disposition and development agreements, the City provides an allowance for uncollectibility against
such loans. The City reports such loans as program costs.
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Notes to Basic Financial Statements
June 30, 2019

NOTE 4 - CAPITAL ASSETS (CONTINUED)
Governmental Activities (Continued)

Depreciation expense was charged to the following functions in the Statement of Activities for the year
ended June 30, 2019:

General government $ 1,927,805
Community services 3,813,761
Public works 1,664,514
Community development 2,211,142

Total depreciation expense $ 9,617,222

Reclamation Authority - Discretely Presented Component Unit

The following is a summary of changes in capital assets of the Reclamation Authority for the year
ended June 30, 2019:

Balance at Deletions/ Balance at
July 1, 2018 (1) Additions Transfers June 30, 2019
Capital assets, not being depreciated:
Land $ 21,977,052 $ - $ - $ 21,977,052
Construction in progress 14,022,948 30,357,756 - 44,380,704
Total $ 36,000,000 $ 30,357,756 $ - $ 66,357,756

(1) The estimated cost of the landfill operations center under construction was reclassified from land category.

NOTE 5 - INTERFUND TRANSACTIONS
Due From/To Other Funds

Due from/due to other funds as of June 30, 2019, are as follows:

Receivable Fund Payable Fund Amount
General Fund Carson Housing Authority $ 212,555
State CIP Grants Special Revenue Fund 2,071,847
Nonmajor Governmental Funds 1,013,951

Cooperation Agreement Bond

Proceeds Special Revenue Fund General Fund 18,055
Nonmajor Governmental Funds 768,454
$ 4,084,862

Current interfund receivables and payables were due to (1) short-term borrowings to eliminate negative
cash, (2) reimbursement of certain administrative costs, and (3) short-term borrowing for project costs.
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June 30, 2019

NOTE 5 - INTERFUND TRANSACTIONS (CONTINUED)
Interfund Transfers

Transfers in and out for the year ended June 30, 2019, were as follows:

Transfer In to Fund Transfer Out of Fund Amount
General Fund Nonmajor Governmental Funds $ 9,354
Cooperation Agreement Bond
Proceeds Special Revenue Fund Nonmajor Governmental Funds 638,017
Nonmajor Governmental Funds General Fund 338,500
$ 985,871

Interfund transfers were principally used to transfer monies to cover costs accounted for in other funds.
NOTE 6 - LONG-TERM LIABILITIES

The following is a summary of changes in long-term liabilities for the year ended June 30, 2019:

Due Due in
Balance Balance Within More Than
July 1, 2018 Additions Deletions June 30, 2019 One Year One Year
Other Long-term Liabilities:
Compensated absences $ 4,440,627 $ 3,308,168 $ (2,969,520) $ 4,779,275 $ 2,657,117 $ 2,122,158
Self-insurance claims payable 2,253,843 1,572,853 (1,361,871) 2,464,825 1,079,238 1,385,587
Total $ 6694470 $ 4881021 $ (4,331,391) $ 7244100 $ 3,736,355 _$ 3,507,745

The City’s policies relating to compensated absences are described in Note 1. The liability is primarily
liquidated from the General Fund.

The City’s self-insurance claims payable are described in Note 7.
NOTE 7 - SELF-INSURANCE PROGRAMS

The City is self-insured for dental and unemployment insurance. Additionally, the City is self-insured
for the first $250,000 per liability claim, including employment practices. The liability excess
insurance carrier is Lloyds of London/BRIT. The City is self-insured for the first $750,000 per
workers’ compensation claim. The workers’ compensation excess insurance carrier is Arch Insurance
Company. The City is self-insured for the first $10,000 per property claim. The property insurance
carrier is Affiliated FM Insurance Company. The City is self-insured for the first $10,000 per crime
claim. The crime insurance carrier is Fidelity and Deposit Company of Maryland.
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Notes to Basic Financial Statements
June 30, 2019

NOTE 8 - DEFINED BENEFIT PENSION PLAN (CONTINUED)

A. General Information about the Pension Plan (Continued)

Benefit Provided

CalPERS provides service retirement and disability benefits, annual cost of living adjustments and
death benefits to plan members, who must be public employees, and beneficiaries. Benefits are
based on years of credited service, equal to one year of full time employment. Members with five
years of total service are eligible to retire at age 50 to 62 with statutorily reduced benefits. All
members are eligible for non-industrial disability benefits after five (5) years of service. The death
benefit is one of the following: the Basic Death Benefit, the 1957 Survivor Benefit, or the Optional
Settlement 2W Death Benefit. The cost of living adjustments for each plan are applied as specified

by the Public Employees’ Retirement Law.

The Plan’s provisions and benefits in effect for the measurement period ended June 30, 2018, are

summarized as follows:

Miscellaneous
On or after May 6,

Prior to 2011 and Prior to On or After

Hire date May 6, 2011 January 1, 2013 January 1, 2013
Benefit formula 3.0%@60 2.0%@55 2% @62
Benefit vesting schedule 5 years of service 5 years of service 5 years of service
Benefit payments monthly for life monthly for life monthly for life
Retirement age 50 - 60 50 - 63 52 - 67
Monthly benefits, as a % of eligible compensation 2.0%-3.0% 1.426%-2.418% 1.0% to 2.5%
Required employee contribution rates 8% 7% 6.250%
Required employer contribution rates:

Normal cost rate 10.627% 10.627% 6.250%

Employer portion of unfunded liability $ 4,869,400 $ - $ -

Employees Covered

At June 30, 2018, the measurement date, the following employees were covered by the benefit

terms of the Plan:

Inactive employees or beneficiaries currently receiving benefits

Inactive employees entitled to but not yet receiving benefits
Active employees

Total

50

Miscellaneous
382
206
403
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June 30, 2019

NOTE 8 - DEFINED BENEFIT PENSION PLAN (CONTINUED)
A. General Information about the Pension Plan (Continued)
Contributions

Section 20814(c) of the California Public Employees’ Retirement Law requires that the employer
contribution rates for all public employers are determined on an annual basis by the actuary and
shall be effective on the July 1 following notice of a change in the rate. The total plan contributions
are determined through CalPERS’ annual actuarial valuation process. The actuarially determined
rate is the estimated amount necessary to finance the costs of benefits earned by employees during
the year, with an additional amount to finance any unfunded accrued liability. The City is required
to contribute the difference between the actuarially determined rate and the contribution rate of
employees. City contribution rates may change if plan contracts are amended. Payments made by
the employer to satisfy contribution requirements that are identified by the pension plan terms as
plan member contributions requirements are classified as plan member contributions.

B. Net Pension Liability
The City’s net pension liability for the Plan is measured as the total pension liability, less the
pension plan’s fiduciary net position. The net pension liability of the Plan is measured as of
June 30, 2018, using an annual actuarial valuation as of June 30, 2017, rolled forward to
June 30, 2018, using standard update procedures. A summary of principal assumptions and
methods used to determine the net pension liability is shown below.
Actuarial Assumptions

The total pension liability in the June 30, 2017, actuarial valuation was determined using the
following actuarial assumptions:
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B. Net Pension Liability (Continued)

The expected real rates of return by asset class are as follows:

Assumed Real Return Real Return

Asset Years Years

Asset Class (a) Allocation 1-10(b) 11+ (c)
Global Equity 50.00% 4.80% 5.98%
Fixed Income 28.00% 1.00% 2.62%
Inflation Assets 0.00% 0.77% 1.81%
Private Equity 8.00% 6.30% 7.23%
Real Assets 13.00% 3.75% 4.93%
Liquidity 1.00% 0.00% -0.92%

Total 100.00%

(@) In the CalPERS CAFR, Fixed Income is included in Global Debt Securities; Liquidity is
included in Short-term Investments; Inflation Assets are included in both Global Equity
Securities and Global Debt Securities

(b) An expected inflation of 2.0% used for this period

(c) An expected inflation of 2.92% used for this period

Discount Rate

The discount rate used to measure the total pension liability was 7.15%. The projection of cash
flows used to determine the discount rate assumed that contributions from plan members will be
made at the current member contribution rates and that contributions from employers will be made
at statutorily required rates, actuarially determined.

Based on those assumptions, the Plan’s fiduciary net position was projected to be available to make
all projected future benefit payments of current plan members. Therefore, the long-term expected

rate of return on plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.

Subsequent Events

There were no subsequent events that would materially affect the results in this disclosure.
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C. Changes in the Net Pension Liability

The changes in the net pension liability for the Miscellaneous Plan, using the measurement date of
June 30, 2018, are as follows:

Increase (Decrease)

Total Plan Net Pension
Pension Fiduciary Liability
Liability Net Position (Asset)
Balance at June 30, 2017 $285,000,828  $182,815,782  $102,185,046
Changes in the Year:
Service cost 4,901,075 - 4,901,075
Interest on the total pension liability 19,821,114 - 19,821,114
Changes of assumptions (1,676,966) - (1,676,966)
Differences between expected
and actual experience (1,748,992) - (1,748,992)
Net plan to plan resource movement - (447) 447
Contribution - employer - 7,293,749 (7,293,749)
Contribution - employee - 1,930,908 (1,930,908)
Net investment income - 15,376,239 (15,376,239)
Benefit payments, including refunds
of employee contributions (13,614,042) (13,614,042) -
Administrative expenses - (284,877) 284,877
Other Miscellaneous Income/(Expense) - (540,987) 540,987
Net Changes 7,682,189 10,160,543 (2,478,354)
Balance at June 30, 2018
(Measurement Date) $292,683,017  $192,976,325  $ 99,706,692
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NOTE 8 - DEFINED BENEFIT PENSION PLAN (CONTINUED)
D. Pension Expense and Deferred Outflows/Inflows of Resources Related to Pensions (Continued)

$8,354,811 reported as deferred outflows of resources related to contributions subsequent to the
measurement date will be recognized as a reduction of the net pension liability in the year ending
June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to pensions will be recognized as pension expense as follows:

Year
Ending
June 30, Amount
2020 $ 5,971,631
2021 2,070,738
2022 (2,581,380)
2023 (515,230)
2024 -
Thereafter -

E. Payable to the Pension Plan

At June 30, 2019, the City had no outstanding amount of contributions to the pension plan required
for the year ended June 30, 2019.

NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) PLAN
A. General Information about the OPEB Plan
Plan Description

The City offers a defined benefit OPEB plan, which provides medical insurance benefits to eligible
retirees and qualified family members through an agent multiple employer trust administered by
CalPERS.

An employee is eligible for the City contribution provided they are vested in their CalPERS
pension benefit and commence payment of their pension benefit within 120 days of retirement with
the City. Vesting requires at least 5 years of PERS eligible service. The surviving spouse of an
eligible retiree who elected spouse coverage under CalPERS is eligible for the employer
contribution upon the death of the retiree.

The City contributes to the retiree health coverage of eligible retirees and eligible surviving

spouses. The City’s financial obligation is to pay for the retiree and eligible dependent coverage up
to a monthly maximum.
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A. General Information about the OPEB Plan (Continued)

City’s Funding Policy

Contributions

The Plan provisions and contribution requirements of plan members and the City are established
and may be amended by City Council. The City joined the California Employer’s Retiree Benefit
Trust (CERBT) to pre-fund its OPEB liability. No contributions were made to CERBT during the
current year. However, the City did directly pay retiree insurance premiums of $1,219,256 during
the current year, and the implicit rate subsidy for the OPEB Plan was $352,850. The City also
received $1,000,000 of reimbursements from CERBT for retiree premium payments made. Net
contributions for the measurement period ended June 30, 2018 totaled $572,106.

Plan Membership

As of the June 30, 2018, the measurement date, the following current and former employees were
covered by the benefit terms under the plan:

Inactive plan members or beneficiaries currently receiving benefits 241
Inactive plan members entitled to but not yet receiving benefits -
Active plan members 419

Total 660

B. Net OPEB Liability

The City’s net OPEB liability was measured as of June 30, 2018 and the total OPEB liability used
to calculate the net OPEB liability was determined by an actuarial valuation dated June 30, 2017,
rolled forward to June 30, 2018, using standard update procedures.. A summary of the principal
assumptions and methods used to determine the total OPEB liability is shown below.
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B. Net OPEB Liability (Continued)
Best estimates of arithmetic real rates of return for each major asset class included in the OPEB

plan’s target asset allocation as of June 30, 2018, the measurement date, are summarized in the
following table:

New Long-Term
Strategic Expected Real
Asset Class Allocation Rate of Return
CEBRT
Global Equity 57.00% 5.50%
Global Debt Securities 27.00% 2.35%
REITs 8.00% 3.65%
Commodities 3.00% 1.75%
Inflation Assets 5.00% 1.50%
Total 100.00%

Discount Rate

The discount rate used to measure the total OPEB liability was 5.15%. The discount rate is a
blended rate between the rate of return at 7% and the 3.6%, the Bond Buyer 20-Bond GO Index.
The projection of cash flows used to determine the discount rate assumed that City’s contributions
will be made at rates equal to the actuarially determined contribution rates. Based on those
assumptions, the OPEB’s fiduciary net position was projected to be available to make all projected
OPEB payments for current active and inactive employees and beneficiaries. Therefore, the long-
term expected rate of return on OPEB plan investments was applied to all periods of projected
benefit payments to determine the total OPEB liability.

Change of Discount Rate

The discount rate utilized in the June 30, 2015 valuation was 4.25% as compared to the
June 30, 2017 valuation discount rate of 5.15%. The discount rate was changed due to capital
market assumptions.
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NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) PLAN (CONTINUED)
C. Changes in the Net OPEB Liability

Increase (Decrease)

Total Plan Net
OPEB Fiduciary OPEB
Liability Net Position Liability (Asset)

Balance at June 30, 2017
$ 76,244,424  $ 17,686,118 $ 58,558,306

Changes in the Year:
Service cost 2,393,726 - 2,393,726
Interest on the total OPEB liability 3,287,464 - 3,287,464
Differences between actual and -

expected experience

Changes in assumptions (9,857,740) - (9,857,740)
Changes in benefit terms - - -
Contribution - employer - 1,572,106 (1,572,106)
Net investment income - 1,395,100 (1,395,100)
Administrative expenses - (9,260) 9,260
Benefit payments (2,572,106) (2,572,106) -
Other expense - (23,399) 23,399
Net Changes (6,748,656) 362,441 (7,111,097)
Balance at June 30, 2018
(Measurement Date) $ 69,495,768 $ 18,048,559  $ 51,447,209

Change of Assumptions

The discount rate changed from 4.25% to 5.15% in measurement period ended June 30, 2018.

Change of Benefit Terms

There were no changes of benefit terms.

Subsequent Events

There were no subsequent events that would materially affect the results presented in this
disclosure.
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NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) PLAN (CONTINUED)
D. OPEB Expense and Deferred Outflows/Inflows of Resources Related to OPEB
For the year ended June 30, 2019, the City recognized OPEB expense of $ 957,870. At

June 30, 2019, the City reported deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Deferred
Outflows Inflows
of Resources of Resources
OPEB contributions subsequent to measurement date $ 2,564,759 $ -
Changes of assumptions - (6,571,827)
Differences between projected and actual earnings on

plan investments - (794,602)
Total $ 2,564,759 $ (7,366,429)

The net difference between projected and actual earnings on plan investments is amortized over a
five year period. The differences between actual and expected experience and change in
assumptions are amortized over the expected average remaining service life. The expected average
remaining service life for the 2018-19 measurement period is 4 years.

$2,564,759 reported as deferred outflows of resources related to contributions subsequent to the
measurement date will be recognized as a reduction of the net OPEB liability in the year ending
June 30, 2020. Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized as OPEB expense as follows:

Year
Ending
June 30, Amount
2020 $ (3,537,900)
2021 (3,537,901)
2022 (251,985)
2023 (38,643)
2024 -
Thereafter -

E. Payable to the OPEB Plan

At June 30, 2019, the District had no outstanding amount of contributions to the OPEB plan
required for the year ended June 30, 2019.
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NOTE 11 - OTHER REQUIRED INDIVIDUAL FUND DISCLOSURES (CONTINUED)

Excess of Expenditures over Appropriations (Continued)

Final Variance with
Budget Actual Final Budget
Nonmajor Special Revenue Funds (Continued):
Used Oil State Grant Fund:
Public works $ 7887 % 9,108 % (1,221)
Workforce Investment Act Grant Fund:
Community development $ - $ 139 % (139)
Public Education and Government Access Fund:
General government $ 5196 $ 25197 % (20,001)

NOTE 12 - DEBT ISSUED WITHOUT GOVERNMENT COMMITMENT
Assessment District No. 2006

In September 2006, the City of Carson issued $25,000,000 and $7,955,000 of Assessment District
No. 2006-1 (Dominguez Technology Center West) Reassessment Revenue Bonds, Series A and
Subordinate Series B, respectively, (collectively, the Bonds). The Bonds were issued to finance certain
public capital improvements within the Assessment District, purchase the outstanding Reassessment
District No. 2001-1 Limited Obligation Refunding Improvement Bonds, establish the Reserve Fund,
pay the premium, and to pay the cost of issuing the bonds.

The City is not liable for repayment of this debt but is only acting as an agent for the property owners
in collecting the assessments, forwarding the collections to bondholders, and initiating foreclosure
proceedings for the benefit of the bondholders.

For these reasons, neither the debt nor the related debt service transactions are recorded on the City’s

basic financial statements. The principal balances outstanding at June 30, 2019, are $16,400,000 and
$5,350,000, for Series A and Subordinate Series B, respectively.
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NOTE 12 - DEBT ISSUED WITHOUT GOVERNMENT COMMITMENT (CONTINUED)
Assessment District No. 92-1

In October 1992, the City of Carson issued $13,100,000 of Assessment District No. 92-1
(Sepulveda Special District) Limited Obligation Improvement Bonds, Series 1992 (the Bonds). The
Bonds were issued to finance a portion of the costs of the construction of certain street improvements,
particularly the widening of a portion of Sepulveda Boulevard and included the reconstruction,
removal, modification and relocation of pipelines, facilities, and the relocation of railroad tracks from
the public right-of-way, storm drainage improvements, signalizing, and landscaping. Bond proceeds
were also used to establish the Reserve Fund, and to pay the cost of issuing the bonds.

The City’s obligation to transfer funds to the Redemption Fund in the event of delinquent installments
is limited to the balance in the Reserve Fund. The City is in no way liable for repayment but is only
acting as an agent for the property owners in collecting the assessments, forwarding the collections to
bondholders, and initiating foreclosure proceedings for the benefit of the bondholders.

For these reasons, neither the debt nor the related debt service transactions are recorded on the City’s
basic financial statements. The principal balance outstanding at June 30, 2019 is $645,000.

NOTE 13 - CONTINGENCIES - CLAIMS

The City is a defendant in several general damage and personal injury lawsuits and claims. These
claims arise primarily from injuries sustained by the claimants while on property owned or maintained
by the City.

NOTE 14 - HOUSING AUTHORITY COMMITMENTS UNDER DEVELOPMENT AGREEMENTS
Following are details of the Housing Authority’s commitments under Development Agreements:

East Carson Housing Partners, L.P.

On June 15, 2010, the former Carson Redevelopment Agency (Agency) entered into a disposition and
development agreement (DDA) with East Carson Housing Partners, L.P. (Developer) for the
development of a 65-unit workforce housing community on a 1.75 acre Agency-owned property
(Property) located at 425 E. Carson Street. The development was completed and fully leased by

June 2012. The site provides housing for very-low, low and moderate income households. The product
type ranges from one-bedroom to three-bedroom units.
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NOTE 14 - HOUSING AUTHORITY COMMITMENTS UNDER DEVELOPMENT AGREEMENTS
(CONTINUED)

Avalon Courtyard Senior Apartments

In July 1992, the Agency entered into a disposition and development agreement (DDA) with
Thomas Safran & Associates (Developer) for development and operation of an affordable senior
citizen housing project (Project). Pursuant to the DDA, the Developer executed a promissory note for a
loan in the amount of $2,681,000 with a simple interest rate of 5%. The amount of Developer loan
repayments is equal to 50% of the positive cash flow generated by the Project. As of June 30, 2019, the
outstanding loans receivable from the Developer is $2,681,000. Pursuant to the DDA, as amended, the
Agency is also required to provide the Developer a rent subsidy in the amount of $160,524 per year for
30 years following the date of the certificate of occupancy for the Project (or until August 1, 2025).

Carson Terrace, L.P.

In June 1999, the Agency entered into an Owner Participation Agreement (OPA) with Carson Terrace, L.P.
(Original Developer) for development and operation of an affordable senior citizen housing project
(Project). Carson Terrace, L.P. includes Los Angeles Housing Partnership, Inc. a California non-profit
public benefit corporation (“LAHP”) as general partner, and LAHP Holdings I1l, LLC as the limited
partner. Pursuant to the OPA, the Developer executed a promissory note for a short-term construction
loan in the amount of $2,205,000 with a simple interest rate of 3%. Subsequently, the Original
Developer executed a promissory note for a long- term loan with a 5% simple interest rate for the
purpose of retiring the construction loan. An amendment dated December 15, 2000, increased the
amount of the long-term loan to $2,296,988. The amount of Original Developer loan repayments are
equal to 50% of the positive cash flow generated by the Project. On June 30, 2019, the balance on the
note is $2,296,988. Pursuant to the OPA, the Agency is also required to provide the Original Developer
a rent subsidy in the amount of $73,320 per year for 30 years following the date of the certificate of
occupancy issued in 2001 (or until December 26, 2030).

In late 2017, LAHP, the limited partner with Original Developer, approached the Authority about
additional assistance to help them apply for 5% Tax Credit assistance and Affordable Housing
Program (AHP) funding in order to undertake a major interior remodel. Specifically, LAHP and The
Richman Group of California Development Company, a California limited liability company (“TRG”)
executed a Joint Development Agreement to serve as the New Developer. On May 7 2019, a new OPA
was entered into with the New Developer. As of December 12, 2019, the New Developer also
executed a new promissory note amounting to $4,115,366, which recorded on January 8, 2020. The
promissory note is a residual receipts loan that accrues simple interest at three percent (3%) per annum,
payable in fifty-five (55) years following the recordation of the Release of Construction Covenants (or
until December 31, 2077). Repayment of the Loan is made in annual payments from fifty percent 50%
of the Net Cash Flow. At June 30, 2019, the balance on the Note remains at $2,296,988.
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(CONTINUED)

Gramercy Urban Housing, LLC - 21521 Avalon Boulevard

On January 21, 2014, the Housing Authority entered into a purchase and sale agreement with
Gramercy Urban Housing, LLC (Developer) for the sale of approximately 1.0-acre Housing
Authority-owned property located at 21521 Avalon Boulevard. Once purchased, the Developer will
build a mixed-use commercial/residential project generally consistent with the City’s Carson Street
Master Plan. The Developer desires to assemble the property with its property at the northwest corner
of Avalon Boulevard and Carson Street, and the Carson Successor Agency-owned property located at
615 E. Carson Street for the mixed-use development. There was no Housing Authority assistance in
connection with this sale. The property was sold for the highest and best use fair market appraised
value of $1,000,000. Escrow closed on August 12, 2015. The parcel was combined with another
Agency-owned parcel plus a privately owned shopping center to assemble property for a 357-unit
market rate housing project plus 30,000 square feet of commercial and retail space. Construction of the
project commenced in Q2 2017 and is expected to be complete in early 2020.

AHGI - Sepulveda Senior Housing

As part of a Development Agreement, Developer proposed a 65 unit senior affordable housing project.
The original DDA provided that the City of Carson would grant the property for the development, at
no cost to the developer, as required by the tax-exempt bonds issued to acquire the property. The land
was acquired for $3,135,000. In addition, the Housing Authority was to provide cash assistance in the
amount of $2,765,000, which is evidenced by a promissory note secured by a deed of trust. The note
will bear interest at 3% and have a term of 55 years. As a result of the developer not being able to
obtain a TCAC award, they asked and gained additional assistance from the City of Carson, totaling
$2,700,000 in the form of a grant award, to be disbursed in the form of construction draws. Lastly, the
amended agreement stipulates that should the developer be successful in obtaining an Affordable
Housing Grant (AHP Grant) from FHLB, the developer shall reimburse the Authority an amount equal
to the grant, which will reduce the Note. At June 30, 2019, the balance on the note is $2,563,500. Work
started on the project in December 2016 and the project was complete and open in September 2018.

21205 Carson Arts LP

This Agreement is for the development of 45 units of affordable housing. The Agreement provides that
the Carson Housing Authority will provide $4,200,000 in cash as a loan to the developer to assist in
acquiring the land, as well as provides an additional $2,800,000 in the form of a grant to the
Developer's non-profit partner. The loan is be evidenced by a promissory note and is secured by a
Deed of Trust on the property. An agreement with the Developer was approved in March 2017, and the
Developer proceeded with the acquisition and demolition of the property. The project received an
allocation of Low-Income Housing Tax Credits (LIHTC) in September 2017 and commenced
construction in April 2018. At June 30, 2019, the balance on the Note remains at $4,200,000.
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NOTE 16 - SUCCESSOR AGENCY DISCLOSURES

The accompanying financial statements also include the Private-purpose Trust Fund for the Successor
Agency to the City’s former Redevelopment Agency (Successor Agency). The City, as the Successor
Agency, serves in a fiduciary capacity, as custodian for the assets and to wind down the affairs of the
former Redevelopment Agency. Its assets are held in trust for the benefit of the taxing entities within
the former Redevelopment Agency’s boundaries and as such, are not available for the use of the City.

Loans Receivable
Details of the Successor Agency’s loans receivable as of June 30, 2019, are as follows:

Loans relative to development projects under various

disposition and development agreements $ 13,221,894
Less: Allowance for uncollectible accounts (13,221,894)
Loans Receivable, Net $ -

Because of the nature of various loans receivable in relation to development projects under various
disposition and development agreements, the Successor Agency provides an allowance for
uncollectibility against such loans.

Long-Term Liabilities

The following is a summary of changes in long-term liabilities for the year ended June 30, 2019:

Balance Balance Due Within Due in More
July 1, 2018 Additions Deletions June 30, 2019 One Year Than One Year
Other Long-term Liabilities:
Redevelopment Project Area 1:
2003B Tax Allocation Bonds $ 11,855,094 $ 669,136 $ - $ 12524230 3 - $ 12,524,230
2014A Tax Allocation
Refunding Bonds 22,675,000 - (2,950,000) 19,725,000 3,095,000 16,630,000
2016A Tax Allocation
Refunding Bonds 19,970,000 - (820,000) 19,150,000 845,000 18,305,000
2017A Tax Allocation
Refunding Bonds 11,695,000 - (490,000) 11,205,000 500,000 10,705,000
Less: Bond Discounts (435,122) - 23,808 (411,314) - (411,314)
Redevelopment Project Area 2:
2007A Tax Allocation
Refunding Bonds 15,850,000 - (150,000) 15,700,000 150,000 15,550,000
2014A Tax Allocation
Refunding Bonds 11,475,000 - (1,405,000) 10,070,000 1,475,000 8,595,000
Redevelopment Project Area 4:
2018 Tax Allocation Bonds 21,715,000 - - 21,715,000 710,000 21,005,000
Add: Bond Premium 995,000 - (42,792) 952,208 - 952,208
Low and Moderate Income Housing:
2010A-T Tax Allocation
Housing Bonds 5,800,000 - (1,655,000) 4,145,000 1,750,000 2,395,000
2010A Tax Allocation
Housing Bonds 25,620,000 - - 25,620,000 - 25,620,000
Successor Agency:
2015B Subordinate
Tax Allocation
Refunding Bonds 47,200,000 - (3,105,000) 44,095,000 3,205,000 40,890,000
Total $ 194,414972 3 669,136 $ (10,593,984) $ 184,490,124 $ 11,730,000 $ 172,760,124

71



CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 16 - SUCCESSOR AGENCY DISCLOSURES (CONTINUED)
Long-Term Liabilities (Continued)

All bonds are in compliance with their respective reserve requirements, by either the purchase of a
surety bond or the placement of cash in a reserve account with the fiscal agent trustee.

Long-Term Liabilities - Redevelopment Project Area 1

2003B Tax Allocation Bonds

In December 2003, the Carson Redevelopment Agency issued $32,495,863 of Tax Allocation Bonds,
Series 2003B for Redevelopment Project Area No. 1 to fund redevelopment projects within the project
area. The first principal installment was due on October 1, 2004; and then on October 1, 2017 annually
thereafter ranging from $466,575 to $3,940,000 plus interest at 2.0% to 5.25% through October 2034.
In April 2014, this debt was partially defeased when the Successor Agency of the former Carson
Redevelopment Agency issued the Tax Allocation Refunding Bonds, Series 2014A. The capital
appreciation bonds of $5,410,863 that were issued as part of the bond issuance Tax Allocation Bonds,
Series 2003B with maturity dates from October 1, 2023 through 2032 were not defeased. Prior to their
applicable maturity dates, each capital appreciation bond will accrete interest on the principal
component, with all interest accreting through the applicable maturity date and payable only upon the
maturity or prior payment of the principal component. Accreted interest of $7,113,367 has been
reflected as long-term debt.

The following schedule summarizes the debt service to maturity requirement for the Redevelopment
Project Area 1 - 2003B Tax Allocation Bonds as of June 30, 2019:

Year Ending
June 30, Principal Interest Total

2020 $ - % - $ -
2021 - - -
2022 - - -
2023 - - -
2024 765,610 1,444,390 2,210,000
2025 - 2029 2,604,094 6,455,906 9,060,000
2030 - 2032 2,041,159 7,238,841 9,280,000
Subtotals  $ 5,410,863 $ 15,139,137 $ 20,550,000
Accreted Interest 7,113,367 - 7,113,367

Totals $ 12524230 $ 15,139,137 $ 27,663,367
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Long-Term Liabilities - Redevelopment Project Area 1 (Continued)

2016A Tax Allocation Refunding Bonds (Continued)

Of the Series 2016A proceeds, $23,032,015 were used to purchase U.S. Government securities to
refund in full the 2009A Tax Allocation Refunding Bonds. Those securities were placed in an
irrevocable trust with an escrow agent to provide for all future debt service payments on the entire
balance of the of the 2009A Tax Allocation Refunding Bonds. As a result, the entire 2009A Tax
Allocation Refunding Bonds are considered to be defeased, and the liability for these bonds has been
removed from the statement of fiduciary net position in the accompanying fiduciary fund financial
statements. As of June 30, 2019, the outstanding balance of the defeased debt was $18,810,000. This
defeased debt will be fully redeemed on October 1, 2019.

The defeasance resulted in a difference between the reacquisition price and the net carrying amount of
the old debt of $2,859,009. This difference, reported in the accompanying statements as a deferred
outflow of resources, is being charged to interest expense through 2037. The remaining balance at
June 30, 2019, is $2,492,775.

The following schedule summarizes the debt service to maturity requirement for the Redevelopment
Project Area 1 - 2016A Tax Allocation Refunding Bonds as of June 30, 2019:

Year Ending
June 30, Principal Interest Total

2020 $ 845,000 $ 719,992 1,564,992
2021 865,000 698,648 1,563,648
2022 895,000 674,116 1,569,116
2023 915,000 649,504 1,564,504
2024 2,885,000 622,054 3,507,054
2025 - 2029 4,245,000 2,147,954 6,392,954
2030 - 2034 1,920,000 1,696,196 3,616,196
2035 - 2037 6,580,000 694,196 7,274,196
Totals $ 19,150,000 $ 7,902,660 27,052,660
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Long-Term Liabilities - Redevelopment Project Area 1 (Continued)

2017A Tax Allocation Refunding Bonds

In February 2017, the Successor Agency of the Carson Redevelopment Agency issued $12,315,000
Tax Allocation Refunding Bonds Series 2017A, for Redevelopment Project Area No. 1 to advance
refund $11,055,000 of the outstanding Carson Public Financing Authority Lease Revenue Bonds
(Redemption Project Series 2009), establish a reserve account for the bonds, and to pay the cost of
issuing the bonds. Principal installments are due annually ranging in amounts from $490,000 to
$875,000 plus interest at 1.765% to 3.25% through February 1, 2036. The interest and principal of the
bonds are payable from pledged tax increment revenues of the Redevelopment Obligation Retirement
Fund.

Of the Series 2017A proceeds, $12,663,099 were used to purchase U.S. Government securities to
refund in full the 2009 Revenue Bonds. Those securities were placed in an irrevocable trust with an
escrow agent to provide for all future debt service payments on the entire balance of the 2009 Revenue
Bonds. As a result, the entire 2009 Revenue Bonds are considered to be defeased, and the liability for
these bonds has been removed from the statement of fiduciary net position in the accompanying
fiduciary fund financial statements. As of June 30, 2019, the outstanding balance of the defeased debt
was $10,420,000. This defeased debt was fully redeemed on October 1, 2019.

The defeasance resulted in a difference between the reacquisition price and the net carrying amount of
the old debt of $1,325,830. The difference reported in the accompanying statements as a deferred
outflow of resources is being charged to interest expense through 2036. The remaining balance at
June 30, 2019, is $1,156,441.
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NOTE 16 - SUCCESSOR AGENCY DISCLOSURES (CONTINUED)
Long-Term Liabilities - Redevelopment Project Area 2 (Continued)

2007A Tax Allocation Refunding Bonds (Continued)

The following schedule summarizes the debt service to maturity requirement for the Redevelopment
Project Area 2 - 2007A Tax Allocation Refunding Bonds as of June 30, 2019:

Year Ending
June 30, Principal Interest Total
2020 $ 150,000 $ 719,300 $ 869,300
2021 155,000 713,300 868,300
2022 170,000 706,906 876,906
2023 175,000 699,681 874,681
2024 185,000 692,244 877,244
2025 - 2029 4,720,000 3,092,975 7,812,975
2030 - 2034 6,910,000 1,762,338 8,672,338
2035 - 2037 3,235,000 232,275 3,467,275

Totals $ 15,700,000 $ 8,619,019 $ 24,319,019

2014A Tax Allocation Refunding Bonds

In April 2014, the Successor Agency of the former Carson Redevelopment Agency issued $17,040,000
Tax Allocation Refunding Bonds, Series 2014A, for Redevelopment Project Area No. 2 to advance
refund $10,720,000 of the outstanding 2003A Tax Allocation Refunding Bonds, $2,455,000 of the
outstanding 2003B Tax Allocation Refunding Bonds, $7,885,000 of the outstanding 2003C Tax
Allocation Bonds, and to pay the cost of issuing the bonds. Principal installments are due annually
ranging in amounts from $1,660,000 to $1,925,000 plus interest at 4.0% to 5.0% through October 1,
2024. The interest and principal of the bonds are payable from pledged tax increment revenues of the
Redevelopment Obligation Retirement Fund.

As a result of the refunding, the entire 2003A Tax Allocation Refunding Bonds, 2003B Tax Allocation
Refunding Bonds and 2003C Tax Allocation Bonds are considered to be defeased and the liability for
these bonds has been removed from the statement of fiduciary net position in the accompanying
fiduciary fund financial statements.
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NOTE 16 - SUCCESSOR AGENCY DISCLOSURES (CONTINUED)
Long-Term Liabilities - Low and Moderate Income Housing (Continued)

2010A-T Tax Allocation Housing Bonds (Continued)

The following schedule summarizes the debt service to maturity requirement for the Low and
Moderate Income Housing - 2010A-T Tax Allocation Housing Bonds as of June 30, 2019:

Year Ending
June 30, Principal Interest Total
2020 $ 1,750,000 $ 179,850 % 1,929,850
2021 1,845,000 80,987 1,925,987
2022 550,000 15,125 565,125

Totals $  4,145000 $ 275962  $ 4,420,962

2010A Tax Allocation Housing Bonds

In October 2010, the Carson Redevelopment Agency issued $25,620,000 of Tax Allocation Housing
Bonds, Series 2010A to fund low and moderate income housing projects. Principal installments are due
annually beginning on October 1, 2011 with interest rates ranging from 4.25% to 5.35% through
October 1, 2036.

The following schedule summarizes the debt service to maturity requirement for the Low and
Moderate Income Housing - 2010A Tax Allocation Housing Bonds as of June 30, 2019:

Year Ending
June 30, Principal Interest Total
2020 $ - $ 1,294,063 $ 1,294,063
2021 - 1,294,063 1,294,063
2022 1,395,000 1,264,419 2,659,419
2023 2,035,000 1,183,900 3,218,900
2024 2,135,000 1,079,650 3,214,650
2025 - 2029 8,070,000 3,990,125 12,060,125
2030 - 2034 6,955,000 2,263,450 9,218,450
2035 - 2037 5,030,000 401,362 5,431,362

Totals $ 25,620,000 $ 12771032 $ 38,391,032

80



CITY OF CARSON
Notes to Basic Financial Statements
June 30, 2019

NOTE 16 - SUCCESSOR AGENCY DISCLOSURES (CONTINUED)
Long-Term Liabilities — Successor Agency

2010B Subordinate Tax Allocation Refunding Bonds

In August 2015, the Successor Agency to the Carson Redevelopment Agency issued $52,920,000 of
Tax Allocation Refunding Bonds Series, 2015B to refund certain outstanding indebtedness previously
issued by the Successor Agency. Interest payments are due semi-annually beginning on February 1,
2016 with interest rates ranging from 2.26% to 5.41% through February 1, 2036. Principal installments
are due annually beginning on February 1, 2020.

The following schedule summarizes the debt service to maturity requirement for the Successor
Agency - 2015B Subordinate Tax Allocation Refunding Bonds as of June 30, 2019:

Year Ending
June 30, Principal Interest Total
2020 $ 3205000 $ 2126979 $ 5,331,979
2021 3,335,000 2,006,568 5,341,568
2022 3,470,000 1,872,134 5,342,134
2023 3,590,000 1,723,583 5,313,583
2024 3,390,000 1,562,787 4,952,787
2025 - 2029 16,075,000 4,972,482 21,047,482
2030 - 2034 7,405,000 2,236,935 9,641,935
2035 - 2037 3,625,000 289,978 3,914,978

Totals $ 44,095000 $ 16,791,446 $ 60,886,446
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NOTE 16 - SUCCESSOR AGENCY DISCLOSURES (CONTINUED)
Commitments Under Development Agreements (Continued)

The Gateway at City Center - 720 E. Carson St. & the Renaissance at City Center - 21800 S. Avalon

On March 18, 2008, the Agency entered into three separate agreements with Thomas Safran
(Developer), for a mixed-use development with two major components: an affordable senior housing
component and a commercial component. This large scale development is located on a 4.5 acre site at
the southeast corner of Carson Street and Avalon Boulevard.

On April 7, 2009, the Agency entered into an Owner Participation Agreement (OPA) with the
Developer to develop a mixed-use project that includes 85 units of affordable senior rental housing
plus one market-rate manager’s unit, approximately 10,000 square foot of commercial space, and
underground and surface-level parking (Phase 1). On May 3, 2010, the Agency provided $13,900,000
in financial assistance in the form of a secured, 57.5 year, interest-free loan for the senior housing
component (this note was transferred to the Carson Housing Authority as part of the Agency’s
dissolution). Payment of the principal balance is due upon maturity. In the event of default, principal
plus 3% accrued interest is due immediately. Phase | was completed in April 2011.

On June 1, 2010, the Agency entered into a Disposition and Development Agreement (DDA) with
Thomas Safran & Associates, Inc. and Carson City Center South LLC (Developer) for Phase II, a
mixed-used project consisting of 150 new market-rate rental housing units, and approximately 25,000
square feet of commercial space, including subterranean and surface parking. The Agency sold three
parcels to the developer immediately adjacent to the site for $2,340,000 (fair market value). The
Agency-owned properties together with the Developer’s properties constitute the full development site.

On July 29, 2010, the Agency provided $7,500,000 in financial assistance in the form of a grant to
assist with the commercial component of the project.

As of June 30, 2019, there are two notes totaling $1,667,702 associated with the commercial
component of this project. The two notes are secured by deeds of trust and accrue interest at 3%. The
notes and any accrued interest are due in full on January 1, 2039.

WIN Chevrolet, Properties, LLC - 2201 E. 223rd St.

On April 21, 2009, the Agency approved the purchase of the C-P Land Company (Developer) property
at 2201 E. 223rd Street (Property). The Agency then leased Property to the Cormier Chevrolet
Company (Dealership) at the same address. In November 2011, after entering into a partnership with
the Win Company (Win), with Win as majority interest partner, the Dealership exercised its repurchase
rights of the Property under the DDA. The Agency sold the Property to the partnership, which renamed
the new dealership Win Chevrolet. The Property was sold for $12,000,000; there was a $5,000,000
cash payment and a performance promissory note (Note) of $7,000,000 which was carried back by the
Agency. The Note amount will be reduced at a rate of 1/20 of the original principal balance each year
that the dealership operates in compliance with the 20-year operating covenant. If the new dealership
ceases to operate, the balance of the Note will become due and payable to the Agency. As of June 30,
2019, WIN Chevrolet has a loan balance of $4,550,000.
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NOTE 16 - SUCCESSOR AGENCY DISCLOSURES (CONTINUED)
Commitments Under Development Agreements (Continued)

Hilland - Nissan Real Estate - 1505 E. 223rd St.

On July 6, 2010, the Agency and Hilland Nissan (Owner) entered into a Disposition and Development
Agreement (DDA) pursuant to which the Agency provided the Owner with $3,000,000 of financial
assistance to facilitate the Owner’s long-term operation of a new Nissan dealership at the property
located at 1505 E. 223rd St. (Site). Pursuant to the terms of the DDA, the Agency provided the Owner
with a $3 million loan backed by a performance promissory note (Note), secured by a deed of trust on
the Site. Principal due on the 15-year Note is reduced annually by an amount equal to 50% of the sales
tax generated above a threshold gross sales amount defined in the Note. In mid-2017, Owner entered
an Agreement to sell the site to Lithia Motors. Such sale was presented to the Oversight Board on
August 28, 2017 and approved by the California Department of Finance on October 10, 2017. The
Note has now been assigned to Lithia Motors. As of June 30, 2019, the loan balance is $1,883,329.

NOTE 17 - DISCRETELY PRESENTED RECLAMATION AUTHORITY COMMITMENTS

CAM-CARSON, LLC

CAM-CARSON, LLC, a Delaware limited liability company (Developer), a joint venture of The
Macerich Company of Santa Monica, California, and SI-Carson, an affiliate of Simon Property Group
has proposed the development of a high end fashion outlet mall on a portion of a property currently
owned by the Reclamation Authority and which will be conveyed to the Developer through the
agreements described below.

The Developer has proposed developing a “Project” on a portion of the 157 Acre Site of a high-quality,
state of the art, fashion outlet and retail center of not less than 450,000 GBA square feet (for Phase |
only) and up to 711,500 GBA square feet (taking into account Phase | and Phase II, which may be
Developed separately or concurrently), as described more specifically in the Scope of Development on
a part of the Site called the Cell 2 Subsurface Lot.

City Role in the Project

The City has no real property interest in the 157 Acre Site, which is wholly owned by the Reclamation
Authority. However, the City possesses the legal authority to regulate the zoning of the 157 Acre Site,
to approve and modify the general plan designation and specific plans, to approve development
agreements, all pursuant to state law, and to undertake environmental review and approve mitigation
programs and development applications for specific projects including to the Project (the “Entitlement
Obligations”). In addition to such regulatory authority, City provides public infrastructure and services
to the 157 Acre Site, including streets, sidewalks, parkways, sewer, water, drainage, lighting, and other
utilities, and must assure public accessibility to the 157 Acre Site including, without limitation, by
assuring construction of the Offsite Improvements and installation and maintenance of all utilities
required or reasonably necessary for the Project and compliance with the Conditions of Approval and
SEIR Mitigation Measures applicable to the foregoing (the “Infrastructure Obligations™).
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NOTE 17 - DISCRETELY PRESENTED RECLAMATION AUTHORITY COMMITMENTS
(CONTINUED)

CAM-CARSON, LLC (CONTINUED)

Project Agreements (Continued)

Working through its Horizontal Master Developer, the Reclamation Authority will undertake all of the
work on the site that involves environmental liability. Some, such as installing the piles or the
structural slab, will be reimbursed to the Reclamation Authority by the Developer. Work falls on a
spectrum from clearly environmental (the remedial systems) to purely vertical (the vertical
development and core and shell of the mall). Some work undertaken by the Reclamation Authority will
be at the Developer’s cost.

These obligations are documented in the Conveyancing Agreement and the Cooperation Agreement. In
addition to the conveyance of the Developer Property pursuant to the Conveyancing Agreement,
Reclamation Authority will agree to carry out the following work and to provide the following
assurances to City and Developer:

1. Remedial Systems. The Remedial Action Plan (RAP) requires that the Remedial Systems be
constructed and operated and maintained for many years to cap the landfill and remove gas and
contaminants which would pollute groundwater or endanger human health. This work includes
excavation and grading necessary to install such systems. Reclamation Authority will cause the
construction and operation of (i) the Remedial Systems other than the Building Protection
System (BPS) at its sole cost, and (ii) the BPS, which shall be funded by Reclamation
Authority up to an agreed upon dollar cap.

2. Infrastructure. Under the terms of the Conveyance Agreement, the Reclamation Authority will
construct required public offsite infrastructure and other improvements (the “Offsite
Improvements”). Due to Reclamation Authority’s shortage of resources to complete all of its
necessary work, Developer will advance Ten Million Dollars ($10,000,000) to the Reclamation
Authority for this purpose.

3. Excess Development Costs. Due to the contaminated condition of the 157 Acre Site and
uncompacted condition of the soils thereon, resulting in excessive development costs, the
157 Acre Site has been undevelopable despite the interest of numerous developers over
decades. These costs include grading and site work, and installing structural sub-foundation
systems including piles, all of which must be done in contaminated soils using special
safeguards. More specifically, prior to conveyance of the Developer Property to Developer,
Reclamation Authority shall carry out the work defined in the Conveyancing Agreement as the
“Site Development Improvements,” which includes the following: (i) site grading, the
excavation of soil and relocation and mitigation of waste layers (Site Preparation Work);
(if) installation of piles and pile caps, grade beams, vaults, and under slab utilities (Sub-
Foundation Work); (iii) establishing underground utility runs from the property lines to the
building (Utility Work); (iv) constructing the structural slab for the foundation of the buildings.
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NOTE 17 - DISCRETELY PRESENTED RECLAMATION AUTHORITY COMMITMENTS
(CONTINUED)

CAM-CARSON, LLC (CONTINUED)

Project Agreements (Continued)

3. Excess Development Costs. (Continued)

Developer shall advance certain funds to Reclamation Authority for purposes of performing the
Site Development Improvements and Offsite Improvements (collectively referred to as the
Reclamation Authority Work) which shall be advanced by Developer to Reclamation Authority
and repaid by Reclamation Authority to Developer over a twenty-five (25) year period as
further described in the Conveyancing Agreement. While the Reclamation Authority shall
perform the maintenance of the Site Development Improvements, Developer shall be
responsible for the cost of such maintenance as set forth in the Conveyancing Agreement.

4. Marketability of Property. To remediate contamination of the 157 Acre Site and to make the
property marketable in order to create economic development opportunities for the benefit of
City and its residents, City caused Reclamation Authority to be formed and is providing
funding to Reclamation Authority in the form of a rebate of fifty percent (50%) of sales taxes
generated by the Project and received by City upon the terms and conditions and for the term
set forth in the Cooperation Agreement and Conveyancing Agreement. This assistance will
allow Reclamation Authority to perform the Reclamation Authority Work. In the absence of
performance of the Reclamation Authority Work by Reclamation Authority, the landfill would
remain contaminated brownfields property and would not be marketable.

5. Annual Review. There is a requirement for annual review of Project performance and a
five-year Major Review including public hearings as provided in Article 10.

6. Insurance. The Project contributes to a robust insurance program, for which Developer is
required to make a fair share contribution as described in the Conveyancing Agreement.

7. Indemnity. Developer is covering a proportional share of the Carry Cost of the 157 Acre Site as
set forth in the Conveyancing Agreement and pays for defense of any challenges to Project
entitlements, as provided in Article 13.

Closure and Postclosure Landfill Remediation

In January 2017, the Reclamation Authority, in order to prepare for the commencement of the
development of the 157-acre site it currently owns, entered into a series of agreements that ultimately
transferred the responsibility for landfill closure and postclosure costs related to the former Cal
Compact Landfill which had been operating on the 157-acre site. As a result, the Reclamation
Authority has the commitments described below.
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NOTE 17 - DISCRETELY PRESENTED RECLAMATION AUTHORITY COMMITMENTS
(CONTINUED)

CAM-CARSON, LLC (CONTINUED)

Closure and Postclosure Landfill Remediation (Continued)

5. Compliance Framework Agreement by and between the California Department of Toxic
Substances Control, the Hazardous Waste Control Account and the Hazardous Substances
Account, on the one hand, and Carson Marketplace LLC on the other hand, dated
September 28, 2006.

6. First Amendment to the Compliance Framework Agreement by and between the California
Department of Toxic Substances Control, the Hazardous Waste Control Account and the
Hazardous Substances Account, on the one hand, and Carson Marketplace LLC on the other
hand, dated December 31, 2007.

7. Assignment and Assumption Agreement by and among the California Department of Toxic
Substances Control, Carson Marketplace, LLC and Carson Reclamation Authority dated as of
May 18, 2015.

Management of the Reclamation Authority has reevaluated the estimated total current costs of
remaining landfill closure and postclosure activities as of fiscal year-end as follows:

Landfill Closure

Cell 1 $ 10,650,000
Cell 2 42,200,000
Cell 3,4,5 18,700,000

Subtotal 71,550,000
Operation and Maintenance

of Landfill Systems (2) 9,800,000
Other Soft Costs 5,700,000
Total Estimated Costs (3) $ 87,050,000

(1) Estimated landfill closure costs include completion of the installation of a landfill cap and
the construction of a landfill gas collection, control and treatment system.

(2) Estimate is for only five years. Once properties have been developed, the existing
Community Facilities Districts will be assessing the land owners to cover subsequent
operating and maintenance costs of the landfill systems.

(3) During the current year, the estimated costs for Cell 2 landfill closure, operations and
maintenance of landfill systems, and other soft costs were increased by approximately
$11,000,000 as a result of new information obtained now that Cell 2 closure activities have
begun.
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NOTE 18 - SUBSEQUENT EVENTS
Events occurring after June 30, 2019, have been evaluated for possible adjustments to the financial

statements or disclosure as of March 12, 2020, which is the date these financial statements were
available to be issued.
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