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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, PRICES OR YIELDS AND CUSIPS®

$10,890,000
COUNTY OF RIVERSIDE ASSET LEASING CORPORATION
LEASE REVENUE REFUNDING BONDS
(COURT FACILITIES PROJECT), SERIES 2014A

Base CUSIP®: 76911A

Maturity Date  Principal CUSIP®

(November 1) Amount Interest Rate Yield Price Suffix
2014 $685,000 2.000% 0.200% 100.729 CN3
2015 570,000 3.000 0.430 103.597 CP8
2016 590,000 4.000 0.710 107.832 CQo6
2017 620,000 4.000 1.030 109.913 CR4
2018 640,000 4.000 1.420 110.979 CS2
2019 380,000 4.000 1.830 111.118 CTO
2020 395,000 4.000 2.140 111.076 Cu7
2021 415,000 4.000 2.420 110.651 CVs
2022 430,000 4.000 2.640 110.190 CWwW3
2023 445,000 5.000 2.840 117.716 CX1
2024 465,000 5.000 3.000 117.759 CY9
2025 490,000 3.000 3.250 97.631 CZ6
2026 505,000 5.000 3.390 114.014¢ DAO
2027 530,000 5.000 3.460 113.357¢ DBS
2028 555,000 3.500 3.820 96.477 DC6
2029 580,000 5.000 3.610 111.965¢ DD4
2030 605,000 5.000 3.690 111.231¢ DE2
2031 635,000 4.000 4.070 99.129 DF9
2032 665,000 4.000 4.125 98.395 DG7
2033 690,000 4.000 4.160 97.880 DHS5

C: Priced to first optional par call of November 1, 2024.

$7,605,000
COUNTY OF RIVERSIDE ASSET LEASING CORPORATION
LEASE REVENUE REFUNDING BONDS
(COURT FACILITIES PROJECT), SERIES 2014B (TAXABLE)

Base CUSIP®: 76911A

Maturity Date  Principal CUSIP®

(November 1) Amount Interest Rate Yield Price Suffix
2014 $1,175,000 0.546% 0.546% 100.000 DJ1
2015 1,255,000 0.842 0.842 100.000 DK8
2016 1,265,000 1.123 1.123 100.000 DL6
2017 1,280,000 1.740 1.740 100.000 DM4
2018 1,305,000 2.328 2.328 100.000 DN2
2019 1,325,000 2.728 2.728 100.000 DP7

®  Copyright 2014, American Bankers Association. CUSIP® is a registered trademark of the American Bankers Association. CUSIP data herein is
provided by the CUSIP Service Bureau, managed on behalf of the American Bankers Association by Standard & Poor’s. This data is not intended
to create a database and does not serve in any way as a substitute for the CUSIP Services Bureau. CUSIP numbers have been assigned by an
independent company not affiliated with the Authority or the County and are included solely for the convenience of the registered owners of the
applicable Series 2014 Bonds. Neither the Authority, the County nor the Underwriters are responsible for the selection or uses of these CUSIP
numbers, and no representation is made as to their correctness on the applicable Series 2014 Bonds or as included herein. The CUSIP number
for a specific maturity is subject to being changed after the issuance of the Series 2014 Bonds as a result of various subsequent actions including,
but not limited to, a refunding in whole or in part or as a result of the procurement of secondary market portfolio insurance or other similar
enhancement by investors that is applicable to all or a portion of certain maturities of the Series 2014 Bonds.
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No dealer, broker, salesperson or other person has been authorized by the Corporation, the
County or the Underwriter to give any information or to make any representations other than those
contained herein and, if given or made, such other information or representations must not be relied upon
as having been authorized by any of the foregoing. This Official Statement does not constitute an offer to
sell or the solicitation of an offer to buy nor shall there be any sale of the Series 2014 Bonds by a person
in any jurisdiction in which it is unlawful for such person to make such an offer, solicitation or sale.

This Official Statement is not to be construed as a contract with the purchasers of the Series 2014
Bonds. Statements contained in this Official Statement which involve estimates, forecasts or matters of
opinion, whether or not expressly so described herein, are intended solely as such and are not to be
construed as representations of fact. The information and expressions of opinions herein are subject to
change without notice, and neither delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the
Corporation or the County since the date hereof. This Official Statement, including any supplement or
amendment hereto, is intended to be deposited with one or more repositories.

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

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

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SERIES 2014 BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

CAUTIONARY STATEMENTS REGARDING
FORWARD-LOOKING STATEMENTS IN
THIS OFFICIAL STATEMENT

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “expect,” “estimate,” “budget” or other similar words. Such forward-looking statements include
but are not limited to certain statements contained in the information in APPENDIX A to this Official
Statement. The achievement of certain results or other expectations contained in such forward-looking
statements involve known and unknown risks, uncertainties and other factors that may cause actual
results, performance or achievements described to be materially different from any future results,
performance or achievements expressed or implied by such forward-looking statements. The County
does not plan to issue any updates or revisions to those forward-looking statements if or when its
expectations or events, conditions or circumstances on which such statements are based occur.

99 <c

The County maintains a website at http://www.countyofriverside.us, however, the information
presented there is neither part of this Official Statement nor incorporated by reference herein, and should
not be relied upon in making an investment decision with respect to the Series 2014 Bonds.
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OFFICIAL STATEMENT

$10,890,000 $7,605,000
COUNTY OF RIVERSIDE ASSET LEASING COUNTY OF RIVERSIDE ASSET LEASING
CORPORATION LEASE REVENUE CORPORATION LEASE REVENUE
REFUNDING BONDS (COURT FACILITIES  REFUNDING BONDS (COURT FACILITIES
PROJECT), SERIES 2014A PROJECT), SERIES 2014B (TAXABLE)
INTRODUCTION

This Introduction is qualified in its entirety by reference to the more detailed information
included and referred to elsewhere in this Official Statement. The offering of the Series 2014 Bonds to
potential investors is made only by means of the entire Official Statement. Capitalized terms used in this
Introduction or on the cover page and not otherwise defined herein shall have the respective meanings
assigned to them elsewhere in this Official Statement or APPENDIX D: “SUMMARY OF CERTAIN
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS — Definitions.”

This Official Statement speaks only as of its date, and the information contained herein is subject
to change. Except as required by the Continuing Disclosure Certificate to be executed by the County of
Riverside, California (the “County”), the County has no obligation to update the information in this
Official Statement. See “CONTINUING DISCLOSURE” herein.

Purpose and Overview

The purpose of this Official Statement, including the cover page, inside front cover and
appendices hereto (the “Official Statement”), is to provide certain information concerning the issuance of
the County of Riverside Asset Leasing Corporation Lease Revenue Refunding Bonds (Court Facilities
Project), Series 2014A (the “Series 2014A Bonds”) and the County of Riverside Asset Leasing
Corporation Lease Revenue Refunding Bonds (Court Facilities Project), Series 2014B (Taxable) (the
“Series 2014B Bonds” and, together with the Series 2014A Bonds, the “Series 2014 Bonds™). The Series
2014 Bonds are being issued to provide funds to: (i) currently refund and defease all of the outstanding
County of Riverside Certificates of Participation (Historic Courthouse Project) 2003 Series A,
(i1) currently refund and defease all of the outstanding County of Riverside Refunding Certificates of
Participation (Capital Facilities Projects), 2003 Series B, (iii) advance refund and defease all of the
outstanding County of Riverside Taxable Refunding Certificates of Participation (Bankruptcy Court
Project), Series 2003, and (iv) pay costs of issuance in connection with the issuance and delivery of the
Series 2014 Bonds. See “ESTIMATED SOURCES AND USES OF FUNDS” and “PLAN OF
REFUNDING” herein.

Pursuant to a Master Site and Facilities Lease, dated as of June 1, 2014, as initially executed and
as it may from time to time be amended or supplemented in accordance with its terms (the “Site Lease™),
between the County and the County of Riverside Asset Leasing Corporation (the “Corporation”), the
County has leased to the Corporation certain real property and the buildings and improvements located
thereon (the “Property’”). Pursuant to a Master Lease Agreement, dated as of June 1, 2014, as initially
executed and as it may from time to time be amended or supplemented in accordance with the terms
thereof (the “Master Lease”), by and between the Corporation and the County, the Corporation has leased
the Property back to the County for the County’s use and occupancy. On or before each Base Rental
Payment Date, the County will be obligated under the Master Lease to pay Base Rental Payments and



other payments to the Trustee (described herein) each year during the term of the Master Lease. The
Trustee will apply the Base Rental Payments it receives to pay the principal of, premium, if any, and
interest with respect to the Series 2014 Bonds when due, in accordance with a Master Trust Indenture,
dated as of June 1, 2014, (the “Master Trust Indenture”), by and between the Corporation and Wells
Fargo Bank, National Association, as trustee (the “Trustee”), as supplemented by the First Supplemental
Trust Indenture, dated as of June 1, 2014 (the “First Supplemental Indenture,” and together with the
Master Trust Indenture, the “Indenture”), by and between the Corporation and Trustee. The Indenture
provides the terms of the Series 2014 Bonds and governs the security and payment of the principal of,
premium, if any, and interest on the Series 2014 Bonds.

Security and Sources of Payment for the Series 2014 Bonds

The Series 2014 Bonds are limited obligations of the Corporation payable solely from, and
secured solely by, Revenues of the Corporation, consisting primarily of Base Rental Payments to be
received by the Corporation from the County under the Master Lease. The Base Rental Payments are to
be paid by the County for its right of use and occupancy of the Property. The County has agreed in the
Master Lease to make all Base Rental Payments, subject to abatement of such Base Rental Payments in
the event, and to the extent, that by reason of material damage, destruction, title defect or condemnation
there is substantial interference with the use and possession by the County of any portion of the Property.
See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014 BONDS — The Property.”

The County will be obligated under the Master Lease to pay the Base Rental Payments and
Additional Payments to the Corporation (together, the “Master Lease Payments™) each year during the
term of the Master Lease. The County has covenanted in the Master Lease to take such action as may be
necessary to include all Master Lease Payments in each of its annual budgets and to make the necessary
annual appropriations for all Master Lease Payments. The covenants of the County are deemed to be and
shall constitute duties imposed by law. Additionally, the County has covenanted to procure, or cause to
be procured and maintained, throughout the term of the Master Lease, insurance on the Property. See
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014 BONDS — Base Rental
Payments; Additional Payments” and “— Insurance.” See also APPENDIX D: “SUMMARY OF
CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS - THE MASTER LEASE
AGREEMENT - Fire and Extended Coverage Insurance” and “— Rental Interruption or Use and
Occupancy Insurance.”

No Debt Service Reserve Fund

The Series 2014 Bonds are payable solely from, and secured solely by, Revenues of the
Corporation, consisting primarily of Base Rental Payments to be received by the Corporation from the
County under the Master Lease. No debt service reserve fund has been, or will be, established by the
County or the Corporation under the Indenture to make payments of principal of, and interest on, the
Series 2014 Bonds in the event Base Rental Payments are not made on a timely basis by the County, the
amount of such Base Rental Payments is insufficient to make such payments or other sources are not
otherwise available to make such payments.

Additional Bonds

Subsequent to the issuance of the Series 2014 Bonds, the Corporation may at any time, subject to
conditions described in the Indenture, issue additional Series of Bonds (“Additional Bonds™), pursuant to
a Supplemental Indenture, payable from Revenues and secured by a pledge and lien upon Revenues as
provided in the Indenture equal to and on a parity with the pledge and lien securing the Series 2014
Bonds. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS — Additional Bonds” and



APPENDIX D: “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS —
THE INDENTURE-Additional Bonds.” The Series 2014 Bonds and any Additional Bonds issued under
the Indenture are collectively referred to herein as the “Bonds.”

Assignment

Pursuant to an Assignment Agreement, dated as of June 1, 2014 (the “Assignment Agreement”),
the Corporation has assigned to the Trustee for the benefit of the Owners of the Series 2014 Bonds (i) its
rights, title and interests in the Site Lease and the Master Lease, including the Corporation’s right to
receive Base Rental Payments, and (ii) its rights to enforce payment of the Base Rental Payments when
due and to exercise its remedies in the event of a default.

Bonds Constitute Limited Obligations

The Series 2014 Bonds are limited obligations of the Corporation and are payable, as to
interest thereon and principal thereof, from the Revenues comprised primarily of Base Rental
Payments paid by the County pursuant to the Master Lease for the use and occupancy of the
Property and from amounts on deposit in certain funds pledged under the Indenture. The Series
2014 Bonds are equally and ratably secured solely by a pledge of the Revenues, which Revenues
shall be held in trust for the security and payment of the principal of, redemption premiums, if any,
and interest on the Series 2014 Bonds as provided in the Indenture. The Series 2014 Bonds do not
constitute a debt, liability or obligation of the County or of the State of California (the “State”) or
any political subdivision thereof and neither the faith and credit nor the taxing power of any of the
foregoing is pledged to the payment of the principal of or interest on the Series 2014 Bonds. The
Corporation has no taxing power. See “SECURITY AND SOURCES OF PAYMENT FOR THE
SERIES 2014 BONDS - Pledge Under the Indenture” and “— Base Rental Payments; Additional
Payments — Limited Obligation.”

Risk Factors

There are certain risks associated with the purchase of the Series 2014 Bonds, some of which are
set forth herein. See “RISK FACTORS.” Risk factors, along with the other information in this Official
Statement, should be considered by potential investors in evaluating the purchase of Series 2014 Bonds.

Continuing Disclosure

The County will agree to file with the EMMA System, during the time the Series 2014 Bonds are
Outstanding, certain financial information and operating data and notices of the occurrence of certain
events in compliance with Rule 15¢2-12(b)(5) of the Securities and Exchange Commission (the “Rule”).
See “CONTINUING DISCLOSURE.”

Summaries Not Definitive

Brief descriptions of the Series 2014 Bonds, the Corporation, the County and the Property are
included in this Official Statement, together with summaries of the Site Lease, the Master Lease, the
Assignment Agreement and the Indenture. Such descriptions and summaries do not purport to be
comprehensive or definitive. All references herein to the Series 2014 Bonds, the Site Lease, the Master
Lease, the Assignment Agreement and the Indenture are qualified in their entirety by reference to the
actual documents, or with respect to the Series 2014 Bonds, the forms thereof included in the Indenture,
copies of all of which are available for inspection at the corporate trust office of the Trustee at Wells
Fargo Bank, National Association, 333 South Grand Avenue, 5th Floor, Los Angeles, California 90071.



Additional Information

The County regularly prepares a variety of publicly available reports, including audits, budgets
and related documents. Any Owner of the Series 2014 Bonds may obtain a copy of any such report, as
available, from the Trustee. Additional information regarding this Official Statement may be obtained by
contacting the Trustee.

DESCRIPTION OF THE SERIES 2014 BONDS

The following is a summary of certain provisions of the Series 2014 Bonds. Reference is made to
the Series 2014 Bonds for the complete text thereof and to the Indenture for a more detailed description
of these provisions. The discussion herein is qualified by such reference. See APPENDIX D: “SUMMARY
OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS.”

General

The Series 2014 Bonds will be issued in the aggregate principal amount and will mature on the
maturity dates shown on the inside cover page of this Official Statement. The Series 2014 Bonds will be
dated the date of original issuance and will bear interest on the unpaid principal amount thereof as
described below.

The Depository Trust Company, or DTC, will act as the initial securities depository for the Series
2014 Bonds, which will be issued initially pursuant to a book-entry only system. See APPENDIX B:
“BOOK-ENTRY SYSTEM.” Under the Indenture, the Corporation may appoint a successor securities
depository to DTC for the Series 2014 Bonds. The holders of the Series 2014 Bonds have no right to a
book-entry only system for the Series 2014 Bonds. The information under this caption, “DESCRIPTION
OF THE SERIES 2014 BONDS” is subject in its entirety to the provisions described in APPENDIX B:
“BOOK-ENTRY SYSTEM” while the Series 2014 Bonds are in the book-entry only system.

Interest on the Series 2014 Bonds will be payable semiannually on May 1 and November 1 of
each year, commencing November 1, 2014 (each an “Interest Payment Date”), and will be calculated on
the basis of a 360 day year composed of twelve 30-day months. Each Series 2014 Bond will be issued in
fully registered form in the denomination of $5,000 or any integral multiple thereof, and will bear interest
from the Interest Payment Date next preceding its date of authentication, unless such date of
authentication is during the period commencing after the fifteenth (15th) day of the month (whether or not
such day is a Business Day)immediately preceding an Interest Payment Date (the “Record
Date”) through and including the next succeeding Interest Payment Date, in which event it shall bear
interest from such Interest Payment Date, or unless such date of authentication is on or before the first
Record Date, in which event it shall bear interest from the date of issuance of the Series 2014 Bonds;
provided, that if on the date of authentication of any Series 2014 Bond, interest is then in default on any
Outstanding Series 2014 Bonds, such Series 2014 Bond shall bear interest from the Interest Payment Date
to which interest has previously been paid or made available for payment on the Outstanding Bonds.

Payment of Principal and Interest

The Series 2014 Bonds will be issued as fully registered bonds in the name of Cede & Co., as
nominee of DTC, in book-entry form and shall be evidenced by one bond for each maturity bearing a
specified interest rate, in the principal amount of the respective maturities. Individual purchases of
interests in the Series 2014 Bonds will be made in book-entry form only in Authorized Denominations.
Purchasers of interests will not receive certificates representing their interests in the Series 2014 Bonds.
For a description of the method of payment of principal, premium, if any, and interest on the Series 2014



Bonds and matters pertaining to transfers and exchanges while in the book-entry system, see APPENDIX
B: “BOOK-ENTRY SYSTEM.”

So long as Cede & Co. is the registered owner of the Series 2014 Bonds, the Trustee for the
Series 2014 Bonds will pay principal of, premium, if any, and interest on the Series 2014 Bonds to DTC,
which will remit principal, premium, if any, and interest payments to the Beneficial Owners of the Series
2014 Bonds (as described in APPENDIX B: “BOOK-ENTRY SYSTEM”).

In the event the Series 2014 Bonds are no longer in a book-entry system, principal or redemption
price of the Series 2014 Bonds will be payable at the Corporate Trust Office of the Trustee, and interest
payments on the Series 2014 Bonds will be paid by check from the Trustee mailed by first class mail on
such Interest Payment Date to such Owner of the Series 2014 Bonds as of the applicable Record Date;
provided, however, that if an Owner of $1,000,000 or more aggregate principal amount of the Series 2014
Bonds gives the Trustee written notice received by the Trustee prior to the applicable Record Date, the
payment of principal and redemption price of, and interest on the Series 2014 Bonds (other than the final
payment of principal thereof), will be payable by wire transfer of immediately available funds.

Redemption of the Series 2014 Bonds

Optional Redemption. The Series 2014B Bonds are not subject to optional redemption prior to
maturity. The Series 2014A Bonds maturing before November 1, 2025 are not subject to optional
redemption prior to maturity. The Series 2014A Bonds maturing on or after November 1, 2025, shall be
subject to redemption prior to their respective stated maturities, at the option of the Corporation, from any
source of available funds, in whole or in part, on any date on and after November 1, 2024, at a redemption
price equal to 100% of the principal amount of Bonds called for redemption, together with accrued
interest to the date fixed for redemption.

Selection of the Series 20144 Bonds for Optional Redemption. The Series 2014A Bonds are
subject to optional redemption in such order or maturity (except mandatory sinking fund payments on the
Series 2014A Bonds subject to mandatory sinking fund redemption) as the Corporation may direct (and
proportional if no specific order of redemption is designated by the Corporation) and by lot, selected in
such manner as the Trustee (or DTC, as long as DTC is the securities depository for the Series 2014A
Bonds) shall deem appropriate, within a maturity.

Upon surrender of a Series 2014A Bond to be redeemed, in part only, the Trustee will authenticate for the
Owner thereof a new Series 2014A Bond or Series 2014A Bonds of the same maturity and interest rate
equal to the principal amount of the unredeemed portion of the Series 2014A Bond surrendered.



Purchase in Lieu of Redemption. In lieu of redemption, the Corporation may direct the Trustee
(or another agent appointed by the Corporation for such purpose) to purchase all, or a lesser portion in
Authorized Denominations, of the Series 2014A Bonds called for optional redemption upon direction to
the Trustee (or such other agent) as set forth in the Indenture. No notice of the purchase in lieu of
redemption is required to be given to the Owners (other than the notice of redemption otherwise
required). On or prior to the scheduled redemption date, any such direction to purchase may be withdrawn
by the Corporation, in which case the scheduled optional redemption of the Series 2014A Bonds shall
occur as set forth in the redemption notice related thereto.

Extraordinary Redemption from Net Proceeds. The Series 2014 Bonds are subject to
redemption prior to their respective maturity dates, in Authorized Denominations, upon notice as
provided in the Indenture, on any date, in whole or in part, as provided in the Indenture, from net
insurance proceeds (including self-insurance proceeds) or condemnation awards with respect to any
portion of the Property destroyed, damaged, stolen or taken, at the principal amount thereof together with
accrued interest to the date of redemption, without premium.

If less than all Outstanding Series 2014 Bonds are to be redeemed at any time from net insurance
proceeds (including self-insurance proceeds) or condemnation awards, the Trustee shall use the net
insurance proceeds (including self-insurance proceeds) or condemnation awards attributable to the portion
of the Property destroyed, damaged, stolen or taken, to redeem, randomly by lot among those Series and
maturities of Series 2014 Bonds determined by the County, and proportionally if not so designated,
provided however that the redemption of Series 2014 Bonds pursuant hereto shall not cause the total of all
Master Lease Payments for the Property to be greater than the total fair rental value of the Property in
accordance with the Master Lease. Subject to the foregoing, if less than all Outstanding Series 2014
Bonds maturing by their terms on any one date are to be so redeemed at any one time, the Trustee shall
select randomly by lot the Series 2014 Bonds of such maturity date to be redeemed in any manner that it
deems appropriate.

Notice of Redemption. Notice of redemption will be mailed by the Trustee, not less than 30 nor
more than 60 days prior to the redemption date, to (a) the respective Owners of the Series 2014 Bonds
designated for redemption at their addresses appearing on the registration books of the Trustee by first
class mail or (b) with respect to the Series 2014 Bonds held by DTC to DTC by registered mail or by
overnight delivery. Each notice of redemption will state the date of such notice, the redemption price, the
name and appropriate address of the Trustee, the CUSIP number (if any) of the maturity or maturities,
and, if less than all of any such maturity is to be redeemed, the distinctive certificate numbers of the
Series 2014 Bonds of such maturity to be redeemed and, in the case of Series 2014 Bonds to be redeemed
in part only, the respective portions of the principal amount thereof to be redeemed. Each such notice
shall also state that on said date there will become due and payable on each of said Series 2014 Bonds
thereof, and in the case of a Series 2014 Bond to be redeemed in part only, the specified portion of the
principal amount thereof to be redeemed, together with interest accrued thereon to the redemption date,
and that from and after such redemption date interest thereon shall cease to accrue, and shall require that
such Series 2014 Bonds be then surrendered at the address of the Trustee specified in the redemption
notice.

Failure to give the notice described herein or any defect therein shall not in any manner affect the
redemption of any Series 2014 Bond.

Any notice of optional redemption of the Series 2014 Bonds may be conditional, and if any
condition stated in the notice of redemption shall not have been satisfied on or prior to the redemption
date, said notice shall be of no force and effect, and the Corporation will not be required to redeem the
Series 2014 Bonds thereby called for redemption, and the redemption will be cancelled. In addition, the



Corporation may, at its option, on or prior to the date fixed for optional redemption in any notice of
redemption of the Series 2014 Bonds, rescind and cancel such notice of redemption.

Effect of Redemption. Provided that notice of redemption has been duly given as described
above and moneys for payment of the redemption price of, together with interest accrued to the
redemption date on, the Series 2014 Bonds (or portions thereof) so called for redemption shall be held by
the Trustee, on the redemption date designated in such notice, the Series 2014 Bonds (or portions
thereof) so called for redemption shall become due and payable at the redemption price specified in such
notice, together with interest accrued thereon to the date fixed for redemption. In such case, interest on
the Series 2014 Bonds so called for redemption shall cease to accrue, said Series 2014 Bonds (or portions
thereof) shall cease to be entitled to any benefit or security under the Indenture, and the Owners of said
Series 2014 Bonds shall have no rights in respect thereof except to receive payment of said redemption
price and accrued interest to the date fixed for redemption.

PLAN OF REFUNDING
Historic Courthouse Certificates Refunding

A portion of the proceeds of the Series 2014A Bonds will be used to defease and prepay on
June 6, 2014 (the “Historic Courthouse Prepayment Date”) all of the outstanding County of Riverside
Certificates of Participation (Historic Courthouse Project) 2003 Series A (the “Historic Courthouse
Certificates™), evidencing and representing the proportionate undivided interests in lease payments for
certain property pursuant to a lease agreement with the Corporation, of which $10,900,000 aggregate
principal amount is currently outstanding at a prepayment price of 100% of the principal amount thereof
together with the unpaid accrued interest to the Historic Courthouse Prepayment Date. The Historic
Courthouse Certificates are described in more detail in the following table:

Maturity Date Principal Prepayment CUSIP

(November 1) Amount Date” Number'
2014 $335,000 June 6, 2014 768901NH9
2015 $350,000 June 6, 2014 768901NJ5
2016 $365,000 June 6, 2014 768901NK?2
2017 $385,000 June 6, 2014 768901NLO
2018 $400,000 June 6, 2014 768901NMS8
2023 $2,320,000 June 6, 2014 768901NN6
2028 $2,955,000 June 6, 2014 768901NP1
2033 $3.,790,000 June 6, 2014 768901NQ9

$10,900,000

Pursuant to the terms of the First Supplemental Indenture, the Corporation will transfer a portion
of the proceeds of the Series 2014A Bonds to The Bank of New York Mellon Trust Company, N.A., as
successor trustee (the “Historic Courthouse Trustee”), pursuant the Trust Agreement, dated as of April 1,
1997, by and between the County and the Historic Courthouse Trustee, as supplemented pursuant to the
First Supplemental Trust Agreement, dated as of December 1, 2003, by and between the County and the
Historic Courthouse Trustee (collectively, the “Historic Courthouse Trust Agreement”), for deposit by the
Historic Courthouse Trustee into the Prepayment Account established under the Historic Courthouse

*The Historic Courthouse Certificates will be prepaid on June 6, 2014 at a prepayment price of 100% of the principal thereof,
plus accrued interest.

T CUSIP numbers are provided only for the convenience of the reader. Neither the County nor the Corporation takes any

responsibility for the accuracy of such CUSIP numbers or for any changes or errors in this list of CUSIP numbers.



Trust Agreement (the “Historic Courthouse Prepayment Account”). In addition, the County will direct
the Historic Courthouse Trustee to transfer moneys on deposit in the Reserve Fund with respect to the
Historic Courthouse Certificates to the Historic Courthouse Prepayment Account to be applied to the
prepayment of the Historic Courthouse Certificates. Amounts in the Historic Courthouse Prepayment
Account will be held uninvested as cash. Sufficient moneys will be deposited in the Historic Courthouse
Prepayment Account to pay the prepayment price of the Historic Courthouse Certificates on the Historic
Courthouse Prepayment Date. The Historic Courthouse Prepayment Account shall be held by the Historic
Courthouse Trustee in irrevocable trust and used solely for the payment of the prepayment price of the
Historic Courthouse Certificates and any unpaid interest accrued thereon to the Historic Courthouse
Prepayment Date, subject only to the transfer to the Series 2014A Interest Account of any monies not
required for such purpose.

Upon such deposit and compliance with certain notice requirements set forth in the Historic
Courthouse Trust Agreement, the liability of the County under the First Amendment to Facilities Lease,
dated as of December 1, 2003, between the County and the Corporation, will cease, and the Historic
Courthouse Certificates will no longer be outstanding, except that the owners of the Historic Courthouse
Certificates will be entitled to payment thereof solely from the amounts on deposit in the Historic
Courthouse Prepayment Account. See also “ESTIMATED SOURCES AND USES OF FUNDS.”

Capital Facilities Certificates Refunding

A portion of the proceeds of the Series 2014A Bonds will be used to defease and prepay on
June 6, 2014 (the “Capital Facilities Prepayment Date”) all of the outstanding County of Riverside
Refunding Certificates of Participation (Capital Facilities Project) 2003 Series B (the “Capital Facilities
Certificates™), evidencing and representing the proportionate undivided interests in lease payments for
certain property pursuant to a lease agreement with the Corporation, of which $1,830,000 aggregate
principal amount is currently outstanding at a prepayment price of 100% of the principal amount thereof
together with the unpaid accrued interest to the Capital Facilities Prepayment Date. The Capital Facilities
Certificates are described in more detail in the following table:

Maturity Date Principal Prepayment CUSIP

(November 1) Amount Date” Number'
2014 $340,000 June 6, 2014 768901MU1
2015 $350,000 June 6, 2014 768901MV9
2016 $365,000 June 6, 2014 768901MW7
2017 $380,000 June 6, 2014 768901 MX5
2018 $395.000 June 6, 2014 768901MY3

$1,830,000

Pursuant to the terms of the First Supplemental Indenture, the Corporation will transfer a portion
of the proceeds of the Series 2014A Bonds to The Bank of New York Mellon Trust Company, N.A., as
successor trustee (the “Capital Facilities Trustee”), pursuant the Trust Agreement, dated as of December
1, 2003, by and among the County, the Corporation and the Capital Facilities Trustee (the “Capital
Facilities Trust Agreement”), for deposit by the Capital Facilities Trustee into the Prepayment Account
established under the Capital Facilities Trust Agreement (the “Capital Facilities Prepayment Account”).
In addition, the County will direct the Capital Facilities Trustee to transfer moneys on deposit in the

“The Capital Facilities Certificates will be prepaid on June 6, 2014 at a prepayment price of 100% of the principal thereof, plus
accrued interest.

T CUSIP numbers are provided only for the convenience of the reader. Neither the County nor the Corporation takes any

responsibility for the accuracy of such CUSIP numbers or for any changes or errors in this list of CUSIP numbers.



Reserve Fund, Construction Account and Administrative Expense Fund with respect to the Capital
Facilities Certificates to the Capital Facilities Prepayment Account to be applied to the prepayment of the
Capital Facilities Certificates. Amounts in the Capital Facilities Prepayment Account will be held
uninvested as cash. Sufficient moneys will be deposited in the Capital Facilities Prepayment Account to
pay the prepayment price of the Capital Facilities Certificates on the Capital Facilities Prepayment Date.
The Capital Facilities Prepayment Account shall be held by the Capital Facilities Trustee in irrevocable
trust and used solely for the payment of the prepayment price of the Capital Facilities Certificates and any
unpaid interest accrued thereon to the Capital Facilities Prepayment Date, subject only to the transfer to
the Series 2014A Interest Account of any monies not required for such purpose. See also “ESTIMATED
SOURCES AND USES OF FUNDS.”

Upon such deposit and compliance with certain notice requirements set forth in the Capital
Facilities Trust Agreement, the liability of the County under the Lease Agreement, dated as of December
1, 2003, between the Corporation and the County will cease, and the Capital Facilities Certificates will no
longer be outstanding, except that the owners of the Capital Facilities Certificates will be entitled to
payment thereof solely from the amounts on deposit in the Capital Facilities Prepayment Account.

Bankruptcy Court Certificates Refunding

A portion of the proceeds of the Series 2014B Bonds will be used to defease and prepay on
November 1, 2014 (the “Bankruptcy Court Prepayment Date™) all of the outstanding County of Riverside
Taxable Refunding Certificates of Participation (Bankruptcy Court Project), Series 2003 (the “Bankruptcy
Court Certificates”), evidencing and representing the proportionate undivided interests in lease payments
for certain property pursuant to a lease agreement with the County of Riverside Court Financing
Corporation (the “Bankruptcy Court Corporation”), of which $7,290,000 aggregate principal amount is
currently outstanding at a prepayment price of one hundred percent of the principal amount thereof
together with the unpaid accrued interest to the Bankruptcy Court Prepayment Date. The Bankruptcy
Court Certificates are described in more detail in the following table:

Maturity Date Principal
(November 1) Amount Prepayment Date” CUSIP Number'

2014 $1,060,000 November 1, 2014 768901MG2
2019 $6.230,000 November 1, 2014 768901 MHO
$7,290,000

Pursuant to the terms of the First Supplemental Indenture, the Corporation will transfer a portion
of the proceeds of the Series 2014B Bonds to The Bank of New York Mellon Trust Company, N.A., as
successor trustee (the “Bankruptcy Court Trustee”), pursuant a Trust Agreement, dated as of April 1,
2003 (the “Bankruptcy Court Trust Agreement”), by and among the County, the Bankruptcy Court
Corporation and the Bankruptcy Court Trustee for deposit by the Bankruptcy Court Trustee into the
Prepayment Account established under the Bankruptcy Court Trust Agreement (the “Bankruptcy Court
Prepayment Account”). In addition, the County will direct the Bankruptcy Court Trustee to transfer
certain moneys on deposit in certain funds and accounts under the Bankruptcy Court Trust Agreement to
the Bankruptcy Court Prepayment Account to be applied to the prepayment of the Bankruptcy Court
Certificates. Amounts in the Bankruptcy Court Prepayment Account will be held uninvested as cash.
Sufficient moneys will be deposited in the Bankruptcy Court Prepayment Account to pay the prepayment

“The Bankruptcy Court Certificates will be prepaid on November 1, 2014 at a prepayment price of 100% of the principal thereof,
plus accrued interest.

T CUSIP numbers are provided only for the convenience of the reader. Neither the County nor the Corporation takes any

responsibility for the accuracy of such CUSIP numbers or for any changes or errors in this list of CUSIP numbers.



price of the Bankruptcy Court Certificates on the Bankruptcy Court Prepayment Date. The Bankruptcy
Court Prepayment Account shall be held by the Bankruptcy Court Trustee in irrevocable trust and used
solely for the payment of the prepayment price of the Bankruptcy Court Certificates and any unpaid
interest accrued thereon to the Bankruptcy Court Prepayment Date, subject only to the transfer to the
Series 2014A Interest Account of any monies not required for such purpose. See also “ESTIMATED
SOURCES AND USES OF FUNDS.”

Upon such deposit and compliance with certain notice requirements set forth in the Bankruptcy
Court Trust Agreement, the liability of the County under the Lease Agreement, dated as of April 1, 2003,
will cease, and the Bankruptcy Court Certificates will no longer be outstanding, except that the owners of
the Bankruptcy Court Certificates will be entitled to payment thereof solely from the amounts on deposit
in the Escrow Fund.
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ESTIMATED SOURCES AND USES OF FUNDS

Following is a table of the estimated sources and uses of funds with respect to the Series 2014

Bonds:
Series 2014A Series 2014B
Sources of Funds Bonds Bonds Total
Par Amount $10,890,000.00  $7,605,000.00 $18,495,000.00
Plus Premium/(Less Discount) 755,778.85 755,788.85
Transfers from Historic Courthouse Trust Agreement 879,987.50 879,987.50
Transfers from Capital Facilities Trust Agreement 423.341.97 423.341.97
Total Sources $12,949.108.32  $7.605,000.00  $20,554,108.32
Uses of Funds
Deposit to Historic Courthouse Prepayment Account $10,952,688.13 $10,952,688.13
Deposit to Capital Facilities Prepayment Account 1,837,164.31 1,837,164.31
Deposit to Bankruptcy Court Prepayment Account $7,494,877.00 7,494,877.00
Costs of Issuance(" 159.255.88 110,123.008 269.378.88
Total Uses $12,949,108.32  $7.605,000.00  $20,554,108.32

(1) Includes certain legal fees, financing and consulting fees, an Underwriter’s discount, fees of Bond Counsel,
Disclosure Counsel, Underwriter’s Counsel, Trustee, and the Financial Advisor, printing costs, rating agency
fees, title insurance and other miscellaneous expenses.
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DEBT SERVICE REQUIREMENTS

Under the Master Lease, Base Rental Payments payable by the County to the Corporation are due
and payable by the County on each April 15 and October 15, commencing October 15, 2014. Pursuant to
the Indenture, on May 1 and November 1 of each year, commencing on November 1, 2014, the Trustee
will apply such amounts as are necessary to make principal and interest payments with respect to the
Series 2014 Bonds as the same shall become due and payable, as shown in the following table:

DEBT SERVICE SCHEDULE

Series 2014
Bond Year Total
Ending Series 2014A  Series 2014A Series 2014B Series 2014B  Principal and
November 1 Principal Interest Principal Interest Interest"

2014 $685,000.00 $178,373.47  $1,175,000.00 $48,661.37  $2,087,034.84
2015 570,000.00 426,125.00 1,255,000.00 113,571.46 2,364,696.46
2016 590,000.00 409,025.00 1,265,000.00 103,004.36 2,367,029.36
2017 620,000.00 746,050.00 1,280,000.00 88,798.40 2,374,223.40
2018 640,000.00 360,625.00 1,305,000.00 66,526.40 2,372,151.40
2019 380,000.00 335,025.00 1,325,000.00 36,146.00 2,076,171.00
2020 395,000.00 319,825.00 714,825.00
2021 415,000.00 304,025.00 719,025.00
2022 430,000.00 287,425.00 717,425.00
2023 445,000.00 270,225.00 715,225.00
2024 465,000.00 247,975.00 712,975.00
2025 490,000.00 224,725.00 714,725.00
2026 505,000.00 210,025.00 715,025.00
2027 530,000.00 184,775.00 714,775.00
2028 555,000.00 158,275.00 713,275.00
2029 580,000.00 138,850.00 718,850.00
2030 605,000.00 109,850.00 714,850.00
2031 635,000.00 79,600.00 714,600.00
2032 665,000.00 54,200.00 719,200.00
2033@ 690,000.00 27,600.00 717,600.00
$10,890,000.00  $4,711,973.47  $7,605,000.00 $456,707.99 $23,663,681.46

(1) Represents total debt service of the Series 2014 Bonds, but does not include any payments on any
other outstanding lease revenue bonds of the County or the Corporation, which like the Series 2014
Bonds, are payable from lease payments by the County made from its General Fund.

(2) Final Maturity.

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2014 BONDS
Pledge Under the Indenture
The Indenture provides that the Series 2014 Bonds and any Additional Bonds, are payable from,
and secured solely by a lien on, (a) all Base Rental Payments paid by the County pursuant to the Master
Lease as further described below and (b) interest and profits from the investment of money in any fund,

account and subaccount established in the Indenture, other than any Rebate Fund, deposited in the Bond
Fund, all on the terms and conditions set forth in the Indenture (collectively, the “Revenues”). As and to
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the extent set forth in the Indenture, all the Revenues are pledged for the security and payment of the
Series 2014 Bonds and any Additional Bonds, provided, however that out of the Revenues certain
amounts may be applied for other purposes as provided in the Indenture.

The Corporation may, from time to time, enter into Supplemental Indentures without the consent
of the Owners of the Series 2014 Bonds for the purpose of issuing Additional Bonds, payable from and
secured by a pledge of Revenues as provided in the Indenture, equal to the pledge securing the
Outstanding Series 2014 Bonds, subject to the limitations and conditions set forth in the Indenture. See
“— Additional Bonds” below.

Base Rental Payments; Additional Payments

General. Revenues of the Corporation pledged under the Indenture to the payment of the Series
2014 Bonds consist primarily of the Base Rental Payments to be made by the County to the Corporation
under the Master Lease. The County has covenanted in the Master Lease to pay to the Corporation, on or
before the Base Rental Payment Dates, as rental for the use and occupancy of the Property, the Base
Rental Payments for all of the Property plus Additional Payments in amounts required by the Corporation
for the payment of all costs and expenses incurred by the Corporation in connection with the Property as
described in the Master Lease, including without limitation, the fees, costs and expenses to the Property.
The County must make all Base Rental Payments and Additional Payments (together, the “Master Lease
Payments™) when due, without any deduction or offset of any kind, and notwithstanding any dispute
between the County and the Corporation regarding a Base Rental Payment, the County must not withhold
any such Base Rental Payment pending final resolution of the dispute.

The Trustee, as assignee of the Corporation, will receive the Base Rental Payments for the benefit
of the Owners of the Series 2014 Bonds and credit such Base Rental Payments to the Bond Fund
established pursuant to the Indenture. The Trustee will apply the Revenues held in the Bond Fund on each
Interest Payment Date to pay principal and interest due on such date on the Series 2014 Bonds.

Under the Master Lease, such payments of Base Rental Payments and Additional Payments for
each Base Rental Period or portion thereof during the term of the Master Lease will constitute the total
rental for such Base Rental Period or portion thereof and will be paid or payable by the County from
funds of the County lawfully available therefor for and in consideration of the right of the use and
occupancy of, and the continued quiet use and enjoyment of, the Property by the County for and during
such Base Rental Period.

The County’s obligation to pay Base Rental Payments and Additional Payments as provided in
the Master Lease is not in any manner contingent upon or limited to the receipt of moneys due and to
become due to the County under the GSA Lease Agreement (as defined below). The County shall at all
times remain liable for the performance of the covenants and conditions on its part to be performed under
the Master Lease, notwithstanding any subletting or granting of concessions which may be made.
Nothing contained in the Master Lease shall be construed to relieve the County from its obligation to pay
Base Rental Payments and Additional Payments as provided in the Master Lease or to relieve the County
from any other obligations contained therein.

Covenant to Budget and Appropriate. Pursuant to the Master Lease, the County covenants to
take such action as may be necessary to include Master Lease Payments due under the Master Lease in its
annual budgets and to make the necessary annual appropriations for all such payments. In addition, to the
extent permitted by law, the County covenants to take such action as may be necessary to amend or
supplement the budget appropriations for Master Lease Payments, at any time and from time to time
during any fiscal year, in the event that the actual Master Lease Payments paid in any fiscal year exceed
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the pro rata portion of the appropriations then contained in the County’s budget. Such covenants are
deemed to be duties imposed by law, and it is the duty of each and every public official of the County to
take such action and do such things as are required by law in the performance of the official duty of such
officials to enable the County to carry out and perform such covenants.

Limited Obligation. The Bonds are limited obligations of the Corporation and payable, as to
principal thereof, premium, if any, and interest thereon solely from the Revenues comprised primarily of
Base Rental Payments paid by the County for the use and occupancy of the Property, pursuant to the
Master Lease, and from amounts on deposit in certain funds pledged under the Indenture. The obligation
of the County to make Base Rental Payments and Additional Payments under the Master Lease does not
constitute an obligation for which the County is obligated to levy or pledge any form of taxation or for
which the County has levied or pledged any form of taxation. Neither the Series 2014 Bonds nor the
obligation of the County to make these Master Lease Payments constitutes an indebtedness of the County,
the State or any of its political subdivisions within the meaning of any constitutional or statutory debt
limitation or restriction. See “RISK FACTORS — Base Rental Payments Not County Debt.”

Abatement. Base Rental Payments are paid by the County in each Base Rental Period for and in
consideration of the right of use and occupancy of the Property during each such period. Except to the
extent of (a) amounts held by the Trustee in the Bond Fund, (b) amounts received in respect of rental
interruption insurance, and (¢) amounts, if any, otherwise legally available to the Trustee for payments in
respect of the Series 2014 Bonds, during any period in which by reason of material damage, destruction,
title defect or condemnation there is substantial interference with the use and possession by the County of
any portion of the Property, Master Lease Payments will be abated to the extent that the total fair rental
value of the portion of the Property of which there is no substantial interference, if any, is less than the
remaining scheduled Base Rental Payments and Additional Payments, in which case Master Lease
Payments will be abated only by the amount equal to the difference. Such abatement will continue for the
period commencing with the date of such damage, destruction, title defect or condemnation and ending
with the restoration of the Property or portion thereof to tenantable condition or correction of title defect
or substantial completion of the work of repair or replacement of the portions of the Property so damaged,
destroyed, defective or condemned.

In order to mitigate the risk that an abatement event will cause a disruption in the payment of
Master Lease Payments, the Master Lease requires the County to maintain use and occupancy insurance
against loss of use caused by hazards covered by property insurance required by the Master Lease. During
any period of abatement with respect to all or any part of the Property, the Trustee is required to use the
proceeds of the use and occupancy insurance to make payments of principal and interest on the Series
2014 Bonds. In lieu of abatement of Master Lease Payments, the County in its sole discretion may elect,
but is not obligated, to substitute property for the damaged, condemned or destroyed Property, or portion
thereof, pursuant to the substitution provisions of the Master Lease. See “— Substitution, Removal or
Addition of Property” below.

In the event the Property cannot be repaired, replaced or rebuilt from the proceeds of insurance, if
any, the County agrees to apply for and use its best efforts to obtain any state and/or federal disaster relief
funds to repair, replace or rebuild the Property. See “— Insurance” below and APPENDIX D:
“SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS — THE LEASE
AGREEMENT - Fire and Extended Coverage Insurance” and “— Rental Interruption or Use and
Occupancy Insurance.”

Any abatement of Master Lease Payments shall not be considered an Event of Default under the

Master Lease, but shall result in the extension of the date on which the Master Lease’s term expires (the
“Expiry Date”) by a period equal to the period of abatement for which Base Rental Payment has not been
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paid in full (but in no event later than 10 years after the then-existing Expiry Date), and Base Rental
Payment for such extension period shall be equal to the unpaid Base Rental Payments during the period of
abatement but without interest thereon.

As further described below under the caption “The Property,” the Property is subleased by the
County to the GSA pursuant to the GSA Lease Agreement (each as defined below). The County’s
obligation to pay Base Rental Payments and Additional Payments as provided in the Master Lease is not
in any manner contingent upon or limited to the receipt of moneys due and to become due to the County
under the GSA Lease Agreement. The County shall at all times remain liable for the performance of the
covenants and conditions on its part to be performed under the Master Lease, notwithstanding any
subletting or granting of concessions which may be made. The failure of the GSA to perform its
obligations under the GSA is not an abatable event under the Master Lease.

The Property

In 1997, the County acquired the Property, which consists of the United States Bankruptcy
Courthouse located at 3420 12" Street, Riverside, California, with amounts from its General Fund.
Construction of the Bankruptcy Courthouse was completed in March of 1997. The Bankruptcy
Courthouse is located on approximately 1.25 acres of land in the city of Riverside. The Bankruptcy
Courthouse is a three-story building consisting of approximately 68,143 square feet including the U.S.
Marshal and Public Lobby on the first floor, Administrative Offices and the U.S. Attorneys’ Office on the
second floor, and 4 Courtrooms and Judges’ Chambers on the third floor. The building is steel frame
construction with security detectors at entry ways and 10 secured parking spaces. The Bankruptcy
Courthouse was first occupied on March 13, 1997.

The United States of America, acting by and through the General Services Administration (the
“GSA”) currently subleases the Property from the County pursuant to the U.S. Government Lease for
Real Property No. GS-09B-93834, dated December 21, 1994, as amended and supplemented (as
amended, the “GSA Lease Agreement”) between the County and the GSA.

The County and the Corporation acknowledge and agree in the Master Lease that the County
subleases the Bankruptcy Courthouse to the GSA pursuant to the GSA Lease Agreement. The County
will at all times remain liable for the performance of the covenants and conditions on its part to be
performed under the Master Lease, notwithstanding any subletting or granting of concessions which may
be made. See APPENDIX D—“SUMMARY OF CERTAIN PROVISIONS OF THE PRINCIPAL
LEGAL DOCUMENTS—The Master Lease Agreement” attached hereto. However, the exercise or
enforcement of rights and remedies under the Master Lease will be subject to the rights of the GSA
under the GSA Lease Agreement. This Official Statement does not purport to describe the
payments that the GSA is obligated to make under the GSA Lease Agreement (the “GSA
Payments”) as a primary revenue source for the County’s obligation to pay Base Rental Payments
under the Master Lease.

Pursuant to an Assignment of Claims by the County in favor of the Trustee, the County has
transferred all of its right, title and interest in and to the GSA Payments to the Trustee to facilitate the
payment of principal of, and interest on, the Series 2014B Bonds, and the operation and maintenance of
the Property.

The County estimates that the value of the Property as of April 3, 2014 is approximately

$38,296,706. In connection with the execution and delivery of the Series 2014 Bonds, the County will
certify that the value of the Property is at least equal to par amount of the Series 2014 Bonds and that
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annual fair rental value of the Property is at least equal to the maximum annual Base Rental Payment
payable under the Master Lease.

Under the Master Lease, during any period in which by reason of material damage, destruction,
title defect or condemnation there is substantial interference with the use and possession by the County of
any portion of the Property, Master Lease Payments may be abated. Any abatement of Master Lease
Payments will not be considered an Event of Default under the Master Lease. For a description of the
abatement provisions of the Master Lease, see “Base Rental Payments; Additional Payments —
Abatement” above.

Under the Site Lease and Master Lease, the County may substitute all or a portion of the Property
upon compliance with the conditions set forth therein. See “Substitution, Removal or Addition of
Property.” The Property may also be used to secure Additional Bonds.

Insurance

Fire and Extended Coverage Insurance. The Master Lease provides that the County will secure
and maintain or cause to be secured and maintained throughout the term of the Master Lease for the
Property, insurance or self-insurance against the risks and in the amounts set forth in the Master Lease.
Such insurance includes “all risk” insurance against loss or damage to the Property. Such insurance is
required to be maintained with respect to the Master Lease at any time in an amount not less than the
aggregate principal amount of Bonds at such time Outstanding with respect to such Property. This
insurance may include deductible clauses, on a per loss basis in any one year, not to exceed (i) $50,000, in
the case of all risk insurance, (ii) in the case of flood insurance, 2% of the value per structure with respect
to locations situated within a 100 year flood plain (as defined by Federal Emergency Management
Agency), subject to a minimum of $100,000 and a maximum of $500,000 per occurrence and (iii) 5% of
total value per structure per occurrence subject to a $100,000 minimum for earthquake insurance.
However, in the case of all risk and flood insurance, if insurance is not available from reputable insurers
at a reasonable cost, the County may self-insure to the extent necessary to enable it to repair or replace the
Property in accordance with the Master Lease, provided further, in the case of earthquake insurance, the
County need not self-insure against earthquake damage if earthquake insurance is not available from
reputable insurers at a reasonable cost. The County will also obtain rental interruption insurance from a
provider rated at least “A” by A.M. Best & Company to cover loss, total or partial, of the use of the
Property as a result of any of the hazards covered by the “all risk” insurance in an amount sufficient at all
times to pay the total rent payable under the Master Lease with respect to the Property for a period
adequate to cover the period of repair or reconstruction; provided, however, that, the amount payable
under such policy will not be less than the amount equal to two years’ maximum Base Rental and that the
County’s obligations with respect to rental interruption insurance shall not be satisfied by self-insurance.
The County will obtain a title insurance policy covering the Property in an aggregate amount not less than
the aggregate principal amount of the Bonds Outstanding.

Rental Interruption or Use and Occupancy Insurance. The Master Lease requires the County to
procure or cause to be procured, and to maintain or cause to be maintained, throughout the term of the
Master Lease, rental interruption insurance from a provider rated at least “A” by A.M. Best & Company
to cover loss, total or partial, of the use of the Property as a result of any of the hazards covered by the fire
and extended coverage insurance described above in an amount sufficient at all times to pay the Base
Rental Payments payable under the Master Lease with respect to the Property for a period adequate to
cover the period of repair or reconstruction; provided, however, that the amount payable under such
policy shall not be less than the amount equal to two years’ maximum Base Rental Payments; and
provided further that the County’s obligations with respect to rental interruption or use and occupancy
insurance shall not be satisfied by self-insurance.
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Title Insurance. Pursuant to the Master Lease, the County will obtain, for the benefit of the
Corporation and the Trustee, a CLTA title insurance policy on the Property, subject only to Permitted
Encumbrances, in an amount equal to the aggregate principal amount of the Series 2014 Bonds, issued by
a company of recognized standing.

See APPENDIX D: “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL
DOCUMENTS — THE MASTER LEASE — Fire and Extended Coverage Insurance” and “— Rental
Interpretation or Use and Occupancy Insurance.”

Default and Remedies.

Upon an Event of Default, the County will be deemed to be in default under the Master Lease and
the Trustee, as assignee of the rights of the Corporation, may exercise any and all remedies available
pursuant to law or under the Master Lease to enforce payment of Base Rental Payments, when due, or to
exercise all remedies. Events of Default under the Master Lease are as follows:

(a) the failure of the County to pay any Master Lease Payment or other payment
required to be paid under the Master Lease when the same becomes due and payable and the
continuation of such failure for a period of ten (10) days, provided that failure to deposit any
Master Lease Payments abated pursuant to the Master Lease shall not constitute an event of
default;

(b) the failure of the County to observe or perform any covenant, condition or
agreement in the Master Lease, except those obligations listed in (a) above, after notice as
provided in the Master Lease and the elapse of a 60 day grace period; or

() the filing by the County of a voluntary petition in bankruptcy, or failure by the
County promptly to lift any execution, garnishment or attachment, or adjudication of the County
as a bankrupt, or assignment by the County for the benefit of creditors, or the entry by the County
into an agreement of composition with creditors.

Upon the happening of any Event of Default, the Trustee, in addition to all other rights and
remedies it may have at law, has the option to do any of the following upon the occurrence of an Event of
Default:

(1) to terminate the Master Lease and retake possession of the Property. In
the event of such termination, the County agrees to immediately surrender possession of
the Property, and to pay the Trustee all damages recoverable at law that the Trustee may
incur by reason of default by the County. No termination of the Master Lease on account
of default by the County will be or become effective by operation of law or acts of the
parties to the Master Lease, unless and until the Trustee has given written notice to the
County of the election on the part of the Trustee to terminate the Master Lease.

(i1) without terminating the Master Lease, (A) collect each installment of
Base Rental Payments as it becomes due and enforce any other term or provision of the
Master Lease to be kept or performed by the County, and/or (B) exercise any and all
rights to retake possession of the Property. In the event the Trustee does not elect to
terminate the Master Lease in the manner provided for in subparagraph (i) immediately
above, the County will remain liable and agrees to keep or perform all covenants and
conditions contained in the Master Lease and to pay the Base Rental Payments to the end
of the term of the Master Lease or, in the event that the Property is re-let, to pay any
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deficiency in Base Rental Payments that results therefrom; and further agrees to pay said
Base Rental Payments and/or any deficiency thereof punctually at the same time and in
the same manner as provided for under the Master Lease (without acceleration).

Should the Trustee elect to retake possession of the Property, under the terms of the Master Lease, the
County irrevocably appoints the Trustee as the agent and attorney-in-fact of the County to re-let the
Property, or any items thereof, from time to time, either in the Trustee’s name or otherwise, upon such
terms and conditions and for such use and period as the Trustee may deem advisable, and the County
indemnifies the Trustee from any costs, loss or damage whatsoever arising out of, in connection with, or
incident to any retaking of possession of and re-letting of the Property by the Trustee or its duly
authorized agents in accordance with the Master Lease. However, the exercise or enforcement of any
such rights and remedies under the Master Lease are subject to the rights of the GSA under the
GSA Lease Agreement. So long as the GSA Lease Agreement is in effect, the Corporation may not re-
enter the Property if to do so would interfere with the full enjoyment of any right granted to the GSA
under the GSA Lease Agreement. The exercise or enforcement of any such rights and remedies under the
Master Lease, including re-entering the Property, may constitute grounds for the GSA to terminate the
GSA Lease Agreement.

Triple Net Lease

The Master Lease is a “net-net-net lease” and the County agrees that the Master Lease Payments
will be an absolute net return to the Corporation free and clear of any expenses, charges or set-offs
whatsoever. The obligation of the County to make Base Rental Payments may be abated in whole or in
part if the County does not have use and possession of the Property. See “— Base Rental Payments;
Additional Payments — Abatement” above.

Substitution, Removal or Addition of Property

Pursuant to the Master Lease, the County may amend the Master Lease and the Site Lease to
(a) substitute other real property and/or improvements (the “Substituted Property”) for all or any portion
of the Property; (b)to remove all or a portion of real property (including undivided interests
therein) and/or improvements (“Removal”) from the existing Property; or (c) add real property and/or
improvements (“Added Property”) to the Property, upon compliance with all of the conditions set forth
below. After a Substitution or Removal, the part of the Property for which the Substitution or Removal
has been effected shall be released from the Master Lease and the Site Lease.

No Substitution, Addition or Removal shall take place hereunder until the County delivers to the
Corporation and the Trustee the following:

(a) executed counterparts (in proper recordable form) of amendments to the Site
Lease and the Master Lease, containing: (i) in the event of a Removal, a legal description of all or
part of the Property to be released; (ii) in the event of a Substitution, a legal description of the
Substituted Property to be substituted in its place; and (iii) in the case of an Addition, a legal
description of the Added Property;

(b) a Certificate of the County (i) stating that the total fair rental value (which may
be based on, but not limited to, the construction costs of completed improvements, or acquisition
cost or replacement cost of such Substitution or Addition to the County) of the property that will
constitute the Property after such Addition, Substitution or Removal, for the remaining Term of
the Master Lease, is at least equal to 100% of the maximum amount of Base Rental Payments
becoming due in the then current Base Rental Period or in any subsequent Base Rental Period
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during the Term of the Master Lease; provided, however, at the sole discretion of the County, in
the alternative, in the event of a Substitution only, the Certificate of the County may evidence that
the annual fair rental value of the new property is at least equal to that of the Substituted Property;
(1) stating that the useful life of the Property after Substitution or Removal equals or exceeds the
remaining term of the Master Lease, and (iii) in the case of any Addition or Substitution, stating
that such Added Property or Substituted Property, as applicable, is essential to the performance of
the governmental functions of the County;

() an Opinion of Bond Counsel to the effect that (i) the amendments to the Master
Lease and to the Site Lease contemplating Substitution, Addition or Removal have been duly
authorized, executed and delivered and the Master Lease and the Site Lease as so amended
constitute the valid and binding obligations of the County and the Corporation enforceable in
accordance with their terms; and (ii) the Substitution, Addition or Removal is authorized or
permitted under the Master Lease;

(d) with respect to an Addition or Substitution of property, a leasehold owner’s title
insurance policy or policies or a commitment for such policy or policies or an amendment or
endorsement to an existing title insurance policy or policies, resulting in title insurance with
respect to the Property after such Addition or Substitution in an amount at least equal to the
aggregate principal amount of Bonds Outstanding; each such insurance instrument, when issued,
shall name the Corporation and Trustee as the insured, and shall insure the leasehold estate of the
Corporation and the Trustee, as assignee of the Corporation, in such real property subject only to
Permitted Encumbrances;

(e) in the event of a Substitution or Addition, a Certificate of the County to the effect
that the exceptions, if any, contained in the title insurance policy referred to in (d) above
(1) constitute Permitted Encumbrances and (ii) do not substantially interfere with the use and
occupancy of the Substituted Property or Added Property described in such policy by the County
for the purposes of leasing or using the Substituted Property or Added Property;

® an Opinion of Bond Counsel that the Substitution, Addition and/or Removal does
not cause the interest on any Bonds issued on a tax-exempt basis to be includable in gross income
of the Owners thereof for federal income tax purposes;

(2) evidence that the County has complied with the insurance covenants contained in
the Master Lease with respect to the Substituted Property or Added Property; and

(h) in the event of a Substitution or Addition, a certified copy of a resolution duly
adopted by the Board authorizing the amendments to the Master Lease and the Site Lease in
connection with such Substitution or Addition.

Additional Bonds

In addition to the Series 2014 Bonds, the Corporation may issue additional Series of Bonds
(“Additional Bonds”) under the Indenture, subject to the satisfaction of certain conditions contained in the
Indenture, including, among others:

(a) the Corporation shall be in compliance with all agreements and covenants of the
Indenture, and no Event of Default shall have occurred and be continuing under the Master Lease;
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(b) the Master Lease shall have been amended, if necessary, so as to increase the
aggregate Base Rental Payments payable by the County thereunder in each Fiscal Year to at least
equal the projected Annual Debt Service, including debt service on such Additional Bonds in
each Fiscal Year;

(c) a Certificate of the County stating that (i) the total fair rental value of the
Property will, in each year during the remaining Term of the Master Lease, at least equal the
maximum total remaining Base Rental Payments payable in any future fiscal year under the
Master Lease attributable to the Property after the issuance of such Additional Bonds, (ii) the fair
market value of the Property will equal or exceed the principal amount of all Bonds Outstanding
under the Indenture upon the execution and delivery of the Additional Bonds, (iii) the Property
has a remaining useful life at least equal to the remaining term of the Master Lease, as amended,
and (iv) the Property is available or will be available for immediate use and occupancy by the
County;

(d) the Corporation has been advised in writing by each Rating Agency then rating
the Outstanding Series 2014 Bonds, and which Rating Agency shall have received notice of the
proposed issuance of such Additional Bonds, that the issuance of such Additional Bonds will not,
in and of itself, result in a reduction of the rating of the Series 2014 Bonds by such Rating
Agency; and

(e) a certificate of the County stating that the County is in compliance with the
insurance requirements of the Master Lease.

The Series 2014 Bonds and any Additional Bonds issued pursuant to the Indenture will be
payable from the Revenues as provided in the Indenture, and secured by a pledge of and charge and lien
upon the Revenues equal to the pledge, charge and lien securing the Outstanding Series 2014 Bonds and
any Additional Bonds previously issued under the Indenture, subject to the terms and conditions of the
Indenture. See APPENDIX D: “SUMMARY OF CERTAIN PROVISIONS OF PRINCIPAL LEGAL
DOCUMENTS — THE INDENTURE — Additional Bonds.”

For a further description of the provisions of the Master Lease, including the terms thereof and a
description of certain covenants therein, including maintenance, utilities, taxes, assessments, insurance,
and events of default and available remedies, see “SUMMARY OF CERTAIN PROVISIONS OF
PRINCIPAL LEGAL DOCUMENTS — The Master Lease” in APPENDIX D.

RISK FACTORS

The following factors, along with all other information in this Official Statement, should be
considered by potential investors in evaluating a purchase of the Series 2014 Bonds.

Economy of the County and the State

The level of tax revenues collected at any time is dependent upon the level of retail sales and real
property values within the County, which levels are dependent, in turn, upon the level of economic
activity in the County and the State generally. The slowdown of the economy of the County which began
in 2008 is still ongoing, as evidenced by an increased unemployment rate, a slowdown in total personal
income and taxable sales, a drop in residential building permits, a decline in the rate of home sales and the
median price of single-family homes and condominiums and an increase in notices of default on mortgage
loans secured by homes and condominiums, in each case as compared to historical levels. A further
deterioration in the level of economic activity within the County or in the State could have a material
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adverse impact upon the level of tax revenues and therefore upon the ability of the County to make debt
service payments on the Series 2014 Bonds or to issue additional securities in the future. For information
relating to the current economic conditions of the County and the State, see APPENDIX A:
“INFORMATION REGARDING THE COUNTY OF RIVERSIDE.”

Not a Pledge of Taxes

The obligation of the County to make Base Rental Payments or Additional Payments under the
Master Lease does not constitute an obligation of the County for which the County is obligated to levy or
pledge any form of taxation or for which the County has levied or pledged any form of taxation. Neither
the Series 2014 Bonds nor the obligation of the County to make Base Rental Payments or Additional
Payments under the Master Lease constitutes an indebtedness of the County, the State or any of its
political subdivisions within the meaning of any constitutional or statutory debt limitation or restriction.

Although the Master Lease does not create a pledge, lien or encumbrance upon the funds of the
County, the County is obligated under the Master Lease to pay the Base Rental Payments and Additional
Payments from any source of legally available funds (subject to certain exceptions) and the County has
covenanted in the Master Lease that, for as long as the Property is available for its use and possession, it
will make the necessary annual appropriations within its budget for all Base Rental Payments and
Additional Payments.

No Debt Service Reserve Fund

The Series 2014 Bonds are payable solely from, and secured solely by, Revenues of the
Corporation, consisting primarily Base Rental Payments to be received by the Corporation from the
County under the Master Lease. No debt service reserve fund has been, or will be, established by the
County or the Corporation under the Indenture to make payments of principal of, and interest on, the
Series 2014 Bonds in the event Base Rental Payments are not made on a timely basis by the County, the
amount of such Base Rental Payments is insufficient to make such payments or other sources are not
otherwise available to make such payments.

Additional Obligations of the County

The Base Rental Payments and other payments due under the Master Lease (including payment of
costs of repair and maintenance of the Property, taxes and other governmental charges levied against the
Property) are payable from funds lawfully available to the County. The County is currently liable on other
obligations payable from general revenues. The County has the capability to enter into other obligations
which may constitute additional charges against its revenues. To the extent that additional obligations are
incurred by the County, the funds available to make Base Rental Payments may be decreased. In the event
that the amounts which the County is obligated to pay in a Fiscal Year exceed the County’s revenues for
such year, the County may choose to make some payments rather than making other payments, including
Base Rental Payments, based on the perceived needs of the County. See APPENDIX A:
“INFORMATION REGARDING THE COUNTY OF RIVERSIDE- Financial Information — Long-Term
Obligations of County” and “— Lease Obligations™ attached hereto for a description of other obligations
payable from general revenues of the County.

State Law Limitations on Appropriations
Article XIIIB of the California Constitution limits the amount that local governments can

appropriate annually. The ability of the County to make Base Rental Payments may be affected if the
County should exceed its appropriations limit. The State may increase the appropriations limit of its
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counties by decreasing its own appropriations limit. See “CONSTITUTIONAL AND STATUTORY
LIMITATIONS ON TAXES, REVENUES AND APPROPRIATIONS - Article XIIIB of the State
Constitution.”

Limitations on Remedies

The rights of the Owners of the Series 2014 Bonds are subject to limitations on legal remedies
against counties in the State, including but not limited to a limitation on enforcement against funds that
are otherwise needed to serve the public welfare and interest. Additionally, the rights of the Owners of
the Series 2014 Bonds may be subject to (i) bankruptcy, insolvency, reorganization, moratorium, or
similar laws limiting or otherwise affecting the enforcement of creditors’ rights generally (as such laws
are now or hereafter may be in effect), (ii) equity principles (including but not limited to concepts of
materiality, reasonableness, good faith and fair dealing) and the possible unavailability of specific
performance or injunctive relief, regardless of whether considered in a proceeding in equity or law,
(iii) the exercise by the United States of America of the powers delegated to it by the Constitution, and
(iv) the reasonable and necessary exercise, in certain exceptional situations, of the police powers inherent
in the sovereignty of the State and its governmental bodies in the interest of serving a significant and
legitimate public purpose. Bankruptcy proceedings, or the exercise of such governmental powers by
federal or State officials, if initiated, could result in limitations on or modification of the rights of the
Owners of the Series 2014 Bonds and/or delays in the enforcement of such rights.

Default

In the event of default, there is no remedy of acceleration of the total Base Rental Payments due
over the term of the Master Lease. The remedies provided for in the Master Lease include, in addition to
all other remedies provided at law, terminating the Master Lease and reletting the Property and retaining
the Master Lease and holding the County liable for each installment of Base Rental Payments as it
becomes due. Any such suit for money damages would be subject to limitations on legal remedies against
counties in the State, including a limitation on enforcement of judgments against funds of a Fiscal Year
other than the Fiscal Year in which the Base Rental Payments was due and against funds needed to serve
the public welfare and interest.

Abatement

Except to the extent of (i) amounts held by the Trustee in the Bond Fund for the Series 2014
Bonds, (ii) amounts received in respect of rental interruption insurance or title insurance, and
(ii1) amounts, if any, otherwise legally available to the Trustee for payments in respect of the Series 2014
Bonds, Base Rental Payments due under the Master Lease with respect to the Property or any portion
thereof will be abated during any period in which, by reason of material damage, destruction,
condemnation or defects in title to the Property or any portion thereof, there is substantial interference
with the use or right of possession by the County of the Property or a portion thereof. Base Rental
Payments will be abated proportionately under the Master Lease. The amount of abatement will be such
that the resulting Base Rental Payments and Additional Payments represent fair rental value for the use
and possession of the remaining portions of the Property as to which the County has beneficial use and
occupancy and as to which such damage, destruction, condemnation or title defects do not substantially
interfere, provided that when determining the fair rental value of the remaining portion of the Property
such determination will be made based on the greater of the fair rental value of such portion of the
Property at that time or the fair rental value such portion of the Property had on the date of delivery of the
Series 2014 Bonds.
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Wildfires and Flooding

The County is exposed to a variety of wildfire hazard conditions ranging from low levels of risk
along the eastern portions of the County, which is primarily desert and sparsely populated, to higher
hazards in the western portion of the County, which is more urban and densely populated. Currently, fire
hazard severity is a function of fuel conditions, historic climate, and topography. Population density or
the number of structures in a particular region are not currently used to determine the fire hazard severity
for a particular region. Areas throughout the County have been designated mainly as having a “Very
High Hazard” and “High Hazard.” The fact that an area is in a Moderate Hazard designation does not
mean it cannot experience a damaging fire; it means only that the probability is reduced, generally
because the number of days a year that the area has “fire weather” is fewer.

The State, particularly Southern California, is periodically subject to wildfires. When wildfires
scorch thousands of acres in Southern California, they destroy all vegetation on mountains and hillsides.
As a result, when heavy rain falls in the winter, there is nothing to stop the rain from penetrating directly
into the soil. In addition, waxy compounds in plants and soil that are released during fires create a natural
barrier in the soil that prevents rain water from seeping deep into the ground. The result is erosion,
mudslides, and excess water running off the hillsides often causing flash flooding.

Flood zones are identified by the Federal Emergency Management Agency (“FEMA”). FEMA
designates land located in a low- to moderate-risk flood zone (i.e. not in a floodplain) as being within a
Non-Special Flood Hazard Area (an “NSFHA”). An NSFHA is an area that is in a low- to moderate-risk
flood zone (i.e. not in a floodplain) and has less than a 1% chance of flooding each year. While the
County is located within an NSFHA, severe, concentrated rainfall could result in localized flooding and
river overflows. The County can make no representation that future maps will not be revised to include
the County within an area deemed subject to flooding. The occurrence of wildfires or flooding in the
County could result in the interference with the right of the County to use and occupy all or a portion of
the Property and the abatement of the Base Rental Payments.

Risk of Uninsured Loss; Earthquakes

The County covenants under the Master Lease to cause to be maintained certain insurance
policies on the Property. These insurance policies are “all risk” policies and provide for deductible
amounts, limit the amount of insurance proceeds per occurrence and limit the cumulative amount of
claims; however, the County does not covenant to maintain earthquake insurance under all circumstances,
as more fully described below. Currently, the County does maintain earthquake insurance with respect to
the Property. In the event the Property is damaged or destroyed due to a casualty for which the Property
is uninsured, an abatement of the Base Rental Payments could occur and could continue indefinitely. The
providers of the County’s liability and rental interruption insurance may be unable or unwilling to make
payments under the respective policies for such loss should a claim be made under such policies.
Moreover, there can be no assurance that amounts received as proceeds from insurance or from
condemnation of the Property will be sufficient to prepay the Series 2014 Bonds.

The County is obligated under the Master Lease to secure and maintain, or cause to be secured
and maintained, earthquake insurance with respect to the Property as part of its applicable “all-risk”
insurance policy, provided that earthquake insurance is available from reputable insurers at a reasonable
cost. The County in the past has purchased an “all-risk” insurance policy with respect to certain
properties located within the County. Accordingly, the Property is covered through an insurance policy
that covers multiple properties owned by the County rather than through stand-alone insurance policies.
If the properties covered by the insurance policy, including the Property, sustain one or more losses or
damages in a Fiscal Year and the losses or damages exceed the annual cumulative limit provided under
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the insurance policy, then the County may be unable to make a claim under the insurance policy for the
loss or damage, and there may not otherwise be any other insurance covering the loss or damage to the
Property.

For additional information regarding the County’s risk management programs, see APPENDIX
A: “INFORMATION REGARDING THE COUNTY OF RIVERSIDE- Financial Information —
Insurance” and APPENDIX D: “SUMMARY OF THE PRINCIPAL LEGAL DOCUMENTS — The
Master Lease” attached hereto.

Loss of Tax Exemption

As discussed under the caption “TAX MATTERS,” interest on the Series 2014A Bonds could
become includable in gross income for purposes of federal income taxation retroactive to the date the
Series 2014A Bonds were issued as a result of future acts or omissions of the Corporation or the County
in violation of their respective covenants in the Master Lease and the Indenture. Should such an event of
taxability occur, the Series 2014A Bonds are not subject to special redemption and will remain
Outstanding until maturity or until redeemed under the provisions set forth in the Indenture.

THE COUNTY

The County was organized in 1893 from territory in San Bernardino and San Diego Counties and
encompasses 7,177 square miles. The County is bordered on the north by San Bernardino County, on the
east by the State of Arizona, on the south by San Diego and Imperial Counties and on the west by Orange
and San Bernardino Counties. The County is the fourth largest county (by area) in the state and stretches
185 miles from the Arizona border to within 20 miles of the Pacific Ocean. There are 26 incorporated
cities in the County. According to the State Department of Finance, Demographic Research Unit, the
County’s population was estimated at 2,279,967 as of January 1, 2014, reflecting a 1.1% increase over the
previous year.

The County is a general law county divided into five supervisorial districts on the basis of
registered voters and population. The County is governed by a five member Board of Supervisors (the
“Board”), elected by district, and serve staggered four year terms. The Chair of the Board is elected by
the Board members. The County administration includes appointed and elected officials, boards,
commissions and committees which assist the Board.

The County provides a wide range of services to residents, including police and fire protection,
medical and health services, education, library services, judicial institutions and public assistance
programs. Some municipal services are provided by the County on a contract basis to incorporated cities
within its boundaries. These services are designed to allow cities to contract for municipal services such
as police and fire protection without incurring the cost of creating city departments and facilities.
Services are provided to the cities at cost by the County.

Three distinct geographical areas characterize the County: the western valley area, the higher
elevations of the mountains and the desert areas. The western portion of the County, which includes the
San Jacinto Mountains and the Cleveland National Forest, experiences the mild climate typical of
Southern California. The eastern desert areas experience warmer and dryer weather conditions.

See APPENDIX A: “INFORMATION REGARDING THE COUNTY OF RIVERSIDE” for a
more detailed description of the County.
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THE CORPORATION

The Corporation is a nonprofit public benefit corporation duly organized and existing under the
laws of the State of California. The Corporation was formed in 1983 to assist the County by providing
for the acquisition and maintenance of equipment, the acquisition, construction and renovation of
facilities and other improvements, and the leasing of such equipment and facilities to the County. The
Corporation is governed by a Board of Directors composed of five members appointed by the Board to
serve one year terms. The Board of Directors elects a President, Secretary, and Treasurer from among its
members. The County’s Executive Officer, Clerk of the Board of Supervisors, Treasurer Tax Collector,
Purchasing Agent and County Counsel serve as staff to the Corporation. The Corporation is a “63-20
corporation,” authorized pursuant to Rev. Rul. 63-20 to issue bonds that are treated as governmental
bonds.

CONSTITUTIONAL AND STATUTORY LIMITATIONS
ON TAXES, REVENUES AND APPROPRIATIONS

Article XIITI A of the State Constitution

In 1978, California voters approved Proposition 13, adding Article XIIIA to the California
Constitution. Article XIIIA was subsequently amended in 1986, as discussed below. Article XIIIA limits
the amount of any ad valorem tax on real property to 1% of the full cash value thereof, except that
additional ad valorem taxes may be levied to pay debt service on indebtedness approved by the voters
prior to July 1, 1978 and on bonded indebtedness for the acquisition or improvement of real property
which has been approved on or after July 1, 1978 by two-thirds of the voters voting on such indebtedness.
Article XIITA defines full cash value to mean “the county assessor’s valuation of real property as shown
on the Fiscal Year 1975-76 tax bill under ‘full cash’ or thereafter, the appraised value of real property
when purchased, newly constructed, or a change in ownership have occurred after the 1975 assessment.”
This full cash value may be increased at a rate not to exceed 2% per year to account for inflation.

Article XIIIA has subsequently been amended to permit reduction of the “full cash value” base in
the event of declining property values caused by damage, destruction or other factors, and to provide that
there would be no increase in the “full cash value” base in the event of reconstruction of property
damaged or destroyed in a disaster.

Legislation has been enacted and amended a number of times since 1978 to implement Article
XIITA. Under current law, local agencies are no longer permitted to levy directly any property tax (except
to pay voter-approved indebtedness). The 1% property tax is automatically levied by the county and
distributed according to a formula among taxing agencies. The formula apportions the tax roughly in
proportion to the relative shares of taxes levied prior to 1979.

Increases of assessed valuation resulting from reappraisals of property due to new construction,
change in ownership or from the 2% annual adjustment are allocated among the various jurisdictions in
the “taxing area” based upon their respective “situs.” Any such allocation made to the County continues
as part of its allocation in future years.

Article XIII B of the State Constitution

On November 6, 1979, California voters approved Proposition 4, known as the Gann Initiative,
which added Article XIIIB to the California Constitution. Propositions 98 and 111, approved by the
California voters in 1988 and 1990, respectively, substantially modified Article XIIIB. The principal
effect of Article XIIIB is to limit the annual appropriations of the State and any city, county, school
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district, authority, or other political subdivision of the State to the level of appropriations for the prior
fiscal year, as adjusted for changes in the cost of living and population. The initial version of Article
XIIIB provided that the “base year” for establishing an appropriations limit was the 1978-79 Fiscal Year,
which was then adjusted annually to reflect changes in population, consumer prices and certain increases
in the cost of services provided by these public agencies. Proposition 111 revised the method for making
annual adjustments to the appropriations limit by redefining changes in the cost of living and in
population. It also required that beginning in Fiscal Year 1990-91, each appropriations limit must be
recalculated using the actual 1986-87 appropriations limit and making the applicable annual adjustments
as if the provisions of Proposition 111 had been in effect.

Appropriations subject to limitation of a local government under Article XIIIB include generally
any authorization to expend during a fiscal year the proceeds of taxes levied by or for that entity and the
proceeds of certain State subventions to that entity, exclusive of refunds of taxes. Proceeds of taxes
include, but are not limited to, all tax revenues plus the proceeds to an entity of government from
(1) regulatory licenses, user charges and user fees (but only to the extent such proceeds exceed the cost of
providing the service or regulation), (2) the investment of tax revenues, and (3) certain subventions
received from the State. Article XIIIB permits any government entity to change the appropriations limit
by a vote of the electors in conformity with statutory and constitutional voting effective for a maximum of
four years.

As amended by Proposition 111, Article XIIIB provides for testing of appropriations limits over
consecutive two-year periods. If an entity’s revenues in any two-year period exceed the amounts
permitted to be spent over such period, the excess has to be returned by revising tax rates or fee schedules
over the subsequent two years. As amended by Proposition 98, Article XIIIB provides for the payment of
a portion of any excess revenues to a fund established to assist in financing certain school needs.

The County’s appropriations limit for the Fiscal Year 2012-13 was $2,246,378,720 and the
amount shown in its budget for that year as the appropriations subject to limitation was $1,119,274,762.
The County’s appropriations limit for Fiscal Year 2013-14 is $2,388,219,717 and the amount subject to
the limitation is $862,139,716.

Right To Vote on Taxes Initiative Proposition 218

On November 5, 1996, the voters of the State approved Proposition 218, known as the “Right to
Vote on Taxes Act.” Proposition 218 adds Articles XIIIC and XIIID to the California Constitution and
contains a number of interrelated provisions affecting the ability of local agencies to levy and collect both
existing and future taxes, assessments, fees and charges. The interpretation and application of Proposition
218 will ultimately be determined by the courts with respect to a number of the matters discussed below,
and it is not possible at this time to predict with certainty the outcome of such determination. Proposition
218 (Article XIIIC) requires that all new local taxes be submitted to the electorate before they become
effective. Taxes for general governmental purposes of the County require a majority vote and taxes for
specific purposes, even if deposited in the County’s General Fund, require a two-thirds vote. Further, any
general purpose tax which a county imposed, extended or increased without voter approval after
December 31, 1994 may continue to be imposed only if approved by a majority vote in an election which
must be held within two years of November 5, 1996.

Proposition 218 (Article XIIID) also adds several provisions making it generally more difficult
for local agencies to levy and maintain fees, charges, and assessments for municipal services and
programs. These provisions include, among other things, (i) a prohibition against assessments which
exceed the reasonable cost of the proportional special benefit conferred on a parcel, (ii) a requirement that
assessments must confer a “special benefit,” as defined in Article XIIID, over and above any general
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benefits conferred, (iii) a majority protest procedure for assessments that involves the mailing of notice
and a ballot to the record owner of each affected parcel, a public hearing and the tabulation of ballots
weighted according to the proportional financial obligation of the affected party, and (iv) a prohibition
against fees and charges which are used for general governmental services, including police, fire or
library services where the service is available to the public at large in substantially the same manner as it
is to property owners.

Proposition 218 (Article XIIIC) also removes limitations on the initiative power in matters of
reducing or repealing local taxes, assessments, fees or charges. No assurance can be given that the voters
of any county will not, in the future, approve an initiative or initiatives which reduce or repeal local taxes,
assessments, fees or charges currently comprising a substantial part of the County’s General Fund. No
such initiative is currently pending, or to the knowledge of the County, proposed.

The County is unaware of any assessments imposed by the County which, if challenged, would
adversely affect County finances. Implementing legislation respecting Proposition 218 may be
introduced in the State legislature from time to time that would supplement and add provisions to
California statutory law. No assurance may be given as to the terms of such legislation or its potential
impact on the County.

Proposition 62

Proposition 62, a statutory initiative that was adopted by the voters voting in the State at the
November 4, 1986 general election, (a) requires that any new or higher taxes for general governmental
purposes imposed by local governmental entities be approved by a majority vote of the voters of the
governmental entity voting in an election on the tax, (b) requires that any special tax (defined as taxes
levied for other than general governmental purposes) imposed by a local governmental entity be approved
by a two-thirds vote of the voters of the governmental entity voting in an election on the tax, (c) restricts
the use of revenues from a special tax to the purposes or for the service for which the special tax was
imposed, (d) prohibits the imposition of ad valorem taxes on real property by local governmental entities
except as permitted by Article XIIIA of the California Constitution, (e) prohibits the imposition of
transaction taxes and sales taxes on the sale of real property by local governmental entities, and
(f) requires a reduction of ad valorem property taxes allocable to the jurisdiction imposing a tax not in
compliance with its provisions equal to one dollar for each dollar of revenue attributable to the invalid
tax, for each year that the tax is collected.

Following its adoption by the voters, various provisions of Proposition 62 were declared
unconstitutional at the appellate court level. For example, in City of Woodlake v. Logan, 230 Cal.App.3d
1058 (1991) (the “Woodlake Case”), the Court of Appeal held portions of Proposition 62 unconstitutional
as a referendum on taxes prohibited by the California Constitution. In reliance on the Woodlake Case,
numerous taxes were imposed or increased after the adoption of Proposition 62 without satisfying the
voter approval requirements of Proposition 62. On September 28, 1995, the California Supreme Court, in
Santa Clara County Local Transportation Authority v. Guardino, 11 Cal. 4th 220 (1995) (the “Santa
Clara Case”), upheld the constitutionality of the portion of Proposition 62 requiring a two-thirds vote in
order for a local government or district to impose a special tax, and, by implication, upheld a parallel
provision requiring a majority vote in order for a local government or district to impose any general tax.
In deciding the Santa Clara Case on Proposition 62 grounds, the Court disapproved the decision in the
Woodlake Case.
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The decision in the Santa Clara Case did not address the question of whether it should be applied
retroactively. On June 4, 2001, the California Supreme Court released Howard Jarvis Taxpayers
Association v. City of La Habra, et al. 74 Cal.App.4th 707 (1999) (the “La Habra” case). In this decision,
the court held that a public agency’s continued imposition and collection of a tax is an ongoing violation,
upon which the statute of limitations period begins anew with each collection. The court also held that,
unless another statute or constitutional rule provided differently, the statute of limitations for challenges
to taxes subject to Proposition 62 is three years. Accordingly, a challenge to a tax subject to Proposition
62 may only be made for those taxes received within three years of the date the action is brought. No
such challenge against the County is currently pending, or to the knowledge of the County, proposed.

Proposition 1A

Proposition 1A, proposed by the Legislature in connection with the 2004-05 Budget Act,
approved by the voters in November 2004 and generally effective in fiscal year 2007-08, provides that the
State may not reduce any local sales tax rate, limit existing local government authority to levy a sales tax
rate or change the allocation of local sales tax revenues, subject to certain exceptions. Proposition 1A
generally prohibits the State from shifting to schools or community colleges any share of property tax
revenues allocated to local governments for any fiscal year, as set forth under the laws in effect as of
November 3, 2004. Any change in the allocation of property tax revenues among local governments
within a county must be approved by two-thirds of both houses of the Legislature. See APPENDIX A:
“INFORMATION REGARDING THE COUNTY OF RIVERSIDE—Finance Information—Impacts of
State Budget.” The State may also approve voluntary exchanges of local sales tax and property tax
revenues among local governments within a county. Proposition 1A also provides that if the State reduces
the VLF rate then in effect, which was 0.65% of vehicle value, the State must provide local governments
with equal replacement revenues. Further, Proposition 1A requires the State to suspend State mandates
affecting cities, counties and special districts, excepting mandates relating to employee rights, schools or
community colleges, in any year that the State does not fully reimburse local governments for their costs
to comply with such mandates.

Proposition 1A may result in increased and more stable County revenues. The magnitude of such
increase and stability is unknown and would depend on future actions by the State. However, Proposition
1A could also result in decreased resources being available for State programs. This reduction, in turn,
could affect actions taken by the State to resolve budget difficulties. Such actions could include increasing
State taxes, decreasing spending on other State programs or other action, some of which could be adverse
to the finances of the County.

Proposition 22

Proposition 22, approved by California voters in November 2010, prohibits the State, even during
a period of severe fiscal hardship, from delaying the distribution of tax revenues for transportation,
redevelopment or local government projects and services and prohibits fuel tax revenues from being
loaned for cash-flow or budget balancing purposes to the State General Fund or any other State fund. In
addition, Proposition 22 generally eliminates the State’s authority to temporarily shift property taxes from
cities, counties and special districts to schools, temporarily increase a school and community college
districts’ share of property tax revenues, prohibits the State from borrowing or redirecting redevelopment
property tax revenues or requiring increases pass-through payments thereof, and prohibits the State from
reallocating vehicle license fee revenues to pay for State-imposed mandates. In addition, Proposition 22
requires a two-thirds vote of each house of the State legislature and a public hearing process to be
conducted in order to change the amount of fuel excise tax revenues shared with cities and counties.
Proposition 22 prohibits the State from enacting new laws that require redevelopment agencies to shift
funds to schools or other agencies. While Proposition 22 will not change overall State and local
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government cots or revenues by the express terms thereof, it will cause the State to adopt alternative
actions to address its fiscal and policy objectives.

Proposition 25

According to the State Constitution, the Governor must propose a budget to the State Legislature
no later than January 10 of each year, and a final budget must be adopted no later than June 15.
Historically, the budget required a two-thirds vote of each house of the Legislature for passage. However,
on November 2, 2010, the voters approved Proposition 25, which amends the State Constitution to lower
the vote requirement necessary for each house of the Legislature to pass a budget bill and send it to the
Governor. Specifically, the vote requirement was lowered from two—thirds to a simple majority (50% plus
one vote) of each house of the Legislature. The lower vote requirement also would apply to trailer bills
that appropriate funds and are identified by the Legislature “as related to the budget in the budget bill.”
The budget becomes law upon the signature of the Governor, who may veto specific items of expenditure.
Under Proposition 25, a two—thirds vote of the Legislature is still required to override any veto by the
Governor.

Proposition 26

On November 2, 2010, the voters passed Proposition 26, which amended the State Constitution to
require that certain state and local fees be approved by two-thirds of each house of the Legislature instead
of a simple majority, or by local voters. The change in law affects regulatory fees and charges such as oil
recycling fees, hazardous materials fees and fees on alcohol containers.

Proposition 26 provides that the local government bears the burden of proving by a
preponderance of evidence that a levy, charge or other exaction is not a tax, that the amount is no more
than necessary to cover the reasonable costs of the government activity, and that the manner in which
those costs are allocated to a payor bear a reasonable relationship to the payor’s burdens on, or benefits
received from, the governmental activity. The County does not expect the provisions of Proposition 26 to
materially and adversely affect its ability to pay debt service on the Note when due.

Assessment Appeals and Assessor Reductions

Pursuant to California law, a property owner may apply for a reduction of the property tax
assessment for such owner’s property by filing a written application, in the form prescribed by the State
Board of Equalization, with the appropriate county assessment appeals board (a “Proposition 8” appeal).
Any reduction in the assessment ultimately granted applies only to the year for which application is made
and during which written application is filed. The assessed value increases to its pre-reduction level for
fiscal years following the year for which the reduction application is filed. However, if the taxpayer
establishes through proof of comparable values that the property continues to be overvalued (known as
“ongoing hardship”), a county assessor has the power to grant a reduction not only for the year for which
application was originally made, but also for the then current year as well. In a similar manner, a county
assessor may reassert the pre-appeal level of assessed value depending on the county assessor’s
determination of current value.

In addition to reductions in assessed value resulting from Proposition 8 appeals and general
economic conditions, California law also allows assessors to reduce assessed value unilaterally based on a
general decline in market value of an area. Although Proposition 8 reductions are temporary and are
expected to be eliminated under Proposition 13 if and when market conditions improve, no assurance is
given that such reductions will be eliminated. The County has been affected by a reduction in taxable
property assessed values due to successful property owner appeals and unilateral reductions by the
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County Assessor, and may experience additional reductions in the future. In Fiscal Year 2013-14, the
secured property tax roll increased by approximately 3.95% from the prior year. The County expects
assessed valuation to increase by approximately 5% in Fiscal Year 2014-15, primarily as a result of
increasing property values and sale volume. See APPENDIX A: “INFORMATION REGARDING THE
COUNTY OF RIVERSIDE - Financial Information - Ad Valorem Property Taxes.”

Timing is an important consideration with respect to the property valuation process. Values are
set for the current year with a valuation date as of the preceding January 1. Changes in market value
subsequent to the January 1 valuation date are not reflected until the subsequent year. Therefore, there is
an inherent lag in the process.

The County Assessor prepares the tax roll in each spring and summer. Owners are notified of
changes in valuation by early fall and have the ability to file an appeal. The deadline for appeals in the
County is November 30th. Current year appeals take a number of months to process and typically are not
resolved by the end of the fiscal year.

Assessor-initialized reductions generally represent the bulk of adjustments to the tax roll during a
time of a market decline. Cumulatively, assessed valuation in the County declined 16.36% since fiscal
year 2007-08 through fiscal year 2012-13 due to the County Assessor’s proactive reviews. No
Proposition 8 reductions are expected for Fiscal Year 2013-14 or 2014-15.

Future Initiatives

Article XIIT A, Article XIII B, Article XIII C, Article XIII D and Propositions 62, 1A, 25 and 26
were each adopted as measures that qualified for the ballot pursuant to the State’s initiative process.
From time to time, other initiative measures could be adopted, further affecting revenues of the County or
the County’s ability to expend revenues. The nature and impact of these measures cannot be anticipated
by the County.
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STATE OF CALIFORNIA BUDGET INFORMATION

The following information concerning the State’s budgets has been obtained from publicly
available information which the County believes to be reliable; however, the County does not guaranty
the accuracy or completeness of this information and has not independently verified such information.
Furthermore, it should not be inferred from the inclusion of this information in this Official Statement
that the principal or interest due with respect to the Series 2014 Bonds is payable from any funds of the
State.

The County relies significantly upon State and Federal payments for reimbursement of various
costs including certain mandated programs. For Fiscal Year 2013-14, approximately 42.1% of the
County’s General Fund budget revenues consist of payments from the State and approximately 20.7%
consists of payments from the Federal government. For Fiscal Year 2014-15, the County projects that
approximately 43.1% of its General Fund budget revenues will consist of payments from the State and
20.4% will consist of payments from the Federal government.

The following information concerning the State’s budgets has been obtained from publicly
available information which the County believes to be reliable; however, the County neither takes any
responsibility for or guarantees the accuracy or completeness thereof. The County has not independently
verified such information. Information about the State Budget is regularly available at various State-
maintained websites. Text of the budget may be found at the Department of Finance website. An
impartial analysis of the budget is posted by the Office of the Legislative Analyst at its website. In
addition, various State official statements, many of which contain a summary of the current and past State
budgets, may be found at the website of the State Treasurer. The information referred to is prepared by
the respective State agency maintaining each website and not by the County or the Underwriter, and the
County and the Underwriter take no responsibility for the continued accuracy of the internet addresses or
for the accuracy or timeliness of information posted there, and such information is not incorporated herein
by these references.

For a description of certain potential impacts of the State budget on the finances and operations of
the County, see APPENDIX A: “INFORMATION REGARDING THE COUNTY OF RIVERSIDE —
Financial Information — Impacts of State Budget” attached hereto.

(a) State Budget for Fiscal Year 2013-14. In June 2013, the State budget for Fiscal Year
2013-14 (the “2013 Budget Act”) was enacted. The 2013 Budget Act included an estimated $97.1 billion
in revenues and transfers, and planned spending of $96.3 billion. The 2013 Budget Act included an
expected spending increase of 5% from the prior fiscal year and included an additional $2.7 billion in
Proposition 98 funding, accounting for approximately 57% of General Fund spending. The 2013 Budget
Act also contained a surplus of approximately $1.7 billion. Temporary revenues provided by the passage
of Proposition 30 (a sales and income tax revenue increase approved by the State voters on November 6,
2012) and spending cuts made in the past two years mean that the State’s budget is projected to remain
balanced for the foreseeable future. In addition, the 2013 Budget Act overhauled the State’s system of K-
12 education funding by adopting a new allocation formula, known as the local control funding formula
(“LCFF”), which transitions funding to a locally-controlled system.

Significant features of the 2013 Budget Act pertaining to counties include the following:
e Impact of Health Care Reform—the 2013 Budget Act proposed the state-based approach to
the optional expansion of health care, whereby the State assumed greater financial

responsibility for health care programs. The 2013 Budget Act is based on the assumption that
increased coverage will generate substantial savings for the counties which pay for care for
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adults who are not eligible for Medi-Cal through their local indigent health care services
programs. Counties currently meet this responsibility by operating facilities including
hospitals and clinics and/or by contracting with private providers. Under the state-based
approach, county costs and responsibilities for indigent health care are expected to decrease,
but the 2013 Budget Act proposes that savings will be calculated based on the actual
experience of each county by measuring actual county costs for providing services and the
revenue received for such services. The 2013 Budget Act redirects any such savings to
support human services programs at the local level.

Redevelopment Agency Funds—In those areas that contained redevelopment agencies, the
2013 Budget Act estimated that over Fiscal Year 2012-13 and Fiscal Year 2013-14,
approximately $1.4 billion in redevelopment agency funds will be distributed back to
counties.

CalWORKs Employment Services—The 2013 Budget Act included an increase of $191.1
million in fiscal year 2013-14 to support the CalWORKSs refocusing measures enacted by SB
1041. Counties are expected to assume greater financial responsibility for CalWorks,
CalWorks-related child care programs and CalFresh (food stamps). Counties were required
to enhance and expand their array of employment services and job development activities for
program participants, and intensify case management efforts for individuals not currently
participating in activities that will eventually lead to self-sufficiency.

In-Home Supportive Services (“IHSS”)—The 2013 Budget Act included $1.8 billion General
Fund for the IHSS program in Fiscal Year 2013-14, a 4.9% increase over the revised Fiscal
Year 2012-13 budget and 6.5% increase from the 2012 Budget Act. An increase of $47.1
million is related to the recently enacted county maintenance-of-effort requirement (“MOE”).
Effective July 1, 2012, counties’ share of the non-federal portion of IHSS costs is based on
actual expenditures by counties in fiscal year 2011-12. The counties MOE requirement will
increase by 3.5 percent annually, beginning in fiscal year 2014-15.

Property Tax Revenues. Statewide property tax revenues were expected to increase 1.3% in
Fiscal Year 2012-13 and 2.8% in Fiscal Year 2013-14. The base 1 percent rate was expected
to generate roughly $50.9 billion in revenue in Fiscal Year 2013-14, of which roughly half
($27.2 billion) was allocated go to K-14 schools. Of this amount, approximately $1.5 billion
was shifted from schools to cities and counties to replace sales and use tax revenues
redirected from those entities to repay the State’s Economic Recovery Bonds, and
approximately $6.1 billion was shifted from schools to cities and counties to replace Vehicle
License Fee (“VLF”) revenue losses stemming from the reduced VLF rate. Local
governments now receive property tax revenue to compensate them for the loss of VLF
revenue. In Fiscal Year 2013-14 the estimated value of the VLF backfill to cities and
counties is $6 billion. The value of the reduction from 2% to 0.65% is $4.1 billion.

Proposed State Budget for Fiscal Year 2014-15. On January 9, 2014, the Governor presented a
budget package for Fiscal Year 2014-15 (the “2014 Proposed Budget”) that included $151 billion in
spending from the General Fund and special funds, representing an $11 billion increase over the revised
2013-14 level, and a $2.3 billion reserve at the end of Fiscal Year 2014-15. The 2014 Proposed Budget
uses much of the large projected growth — primarily attributable to increases in personal income tax
collections — to pay down $6.2 billion in school and community college deferrals. The 2014 Proposed
Budget includes $4.5 billion for K-14 LCFF and $1.6 billion in payments for the State’s prior economic
recovery bonds. The 2014 Proposed Budget places great emphasis in paying down debt in the current and
future years, including accelerating completion of the “triple flip” property/sales tax swap by one year.
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The Governor also proposed a rainy-day fund measure be brought before the voters on the November
2014 ballot. The rainy-day fund would base deposits on capital gains related revenues. Based on its
review, the County does not anticipate that the 2014 Proposed Budget will have a significant impact on
the County’s Fiscal Year 2014-15 Recommended Budget.

Significant features of the 2014 Proposed Budget pertaining to counties include the following:

* Infrastructure Finance—The 2014 Proposed Budget proposes to expand the tax increment
financing tool utilized by infrastructure financing districts (“IFDs”). The proposal plans to
expand the type of projects, allow cities and counties to meet benchmarks to create IFD’s and
issue related debt, allow new IFDs to overlap former project areas of redevelopment agencies,
while still prohibiting the diversion of property tax revenues from K-14 schools.

*  Medi-Cal Expansion—The 2014 Proposed Budget estimates that counties will save $200
million in Fiscal Year 2014-15 through the implementation of Medi-Cal expansion through a
six month pro-rata redirection of each county’s 1991 health realignment funding. The 2014
Proposed Budget projects that Medi-Cal caseload will increase by approximately 10% in
Fiscal Year 2014-15 from the prior fiscal year, largely due to implementation of federal
health reform and the shift of children from Healthy Families to Medi-Cal.

*  CalWORKs Employment Services—In March 2014, the County received a 5% increase in
state grants totaling $57.5 million from redirected county health realignment funds. The 2014
Proposed Budget provides $6.3 million from the State’s general fund and $160 million from
redirected county savings to support the full-year costs of the 5% grant increase.

* In-Home Supportive Services (“IHSS”)—The 2014 Proposed Budget includes $2 billion for
the IHHS program, a 6.4% increase from the prior fiscal year. The U.S. Department of Labor
also announced new regulations effective January 1, 2015 that would require overtime pay
for domestic workers To control costs, the 2014 Proposed Budget prohibits providers from
working overtime.

Legislative Analyst’s Office Response to 2014 Proposed Budget. The Legislative Analyst’s
Office (the “LAO”) released its Overview of the 2014 Proposed Budget on January 13, 2013 (the “LAO
Overview”). The LOA Overview praised the Governor’s emphasis on debt repayment and stated that the
2014 Proposed Budget would place California on an even stronger fiscal footing. In addition to the
proposed rainy-day fund, the LAO suggests that the State begin setting aside funds in Fiscal Year 2014-
15 to address the California State Teachers Retirement System (CalSTRS) unfunded liabilities.

Future State Budgets. No prediction can be made by the County as to whether the State will
encounter budgetary problems in future fiscal years, and if this occurs, it is not clear what measures
would be taken by the State to balance its budget, as required by law. In addition, the County cannot
predict the final outcome of future State budget negotiations, the impact that such budgets will have on
County finances and operations or what actions will be taken in the future by the State Legislature and
Governor to deal with changing State revenues and expenditures. Current and future State budgets will
be affected by national and State economic conditions and other factors, over which the County has no
control.
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TAX MATTERS
The Series 2014A Bonds

General Matters. In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws,
regulations, rulings and judicial decisions, interest on the Series 2014A Bonds is excludable from gross
income for federal income tax purposes and is not a specific preference item for purposes of the federal
alternative minimum tax. The opinion described in the preceding sentence assumes the accuracy of
certain representations and compliance by the Corporation and the County with covenants designed to
satisfy the requirements of the Code that must be met subsequent to the issuance of the Series 2014A
Bonds. Failure to comply with such covenants could cause interest on the Series 2014A Bonds to be
included in gross income for federal income tax purposes retroactive to the date of issuance of the Series
2014A Bonds. The Corporation and the County have covenanted to comply with such requirements.
Bond Counsel has expressed no opinion regarding other federal tax consequences arising with respect to
the Series 2014A Bonds.

Notwithstanding Bond Counsel’s opinion that interest on the Series 2014A Bonds is not a
specific preference item for purposes of the federal alternative minimum tax, such interest will be
included in adjusted current earnings of certain corporations, and such corporations are required to
include in the calculation of alternative minimum taxable income 75 percent of the excess of such
corporations’ adjusted current earnings over their alternative minimum taxable income (determined
without regard to such adjustment and prior to reduction for certain net operating losses).

The accrual or receipt of interest on the Series 2014A Bonds may otherwise affect the federal
income tax liability of the owners of the Series 2014A Bonds. The extent of these other tax consequences
will depend on such owner’s particular tax status and other items of income or deduction. Bond Counsel
has expressed no opinion regarding any such consequences. Purchasers of the Series 2014A Bonds,
particularly purchasers that are corporations (including S corporations and foreign corporations operating
branches in the United States of America), property or casualty insurance companies, banks, thrifts or
other financial institutions, certain recipients of social security or railroad retirement benefits, taxpayers
entitled to claim the earned income credit, taxpayers entitled to claim the refundable credit in Section 36B
of the Code for coverage under a qualified health plan or taxpayers who may be deemed to have incurred
or continued indebtedness to purchase or carry tax-exempt obligations, should consult their tax advisors
as to the tax consequences of purchasing or owning the Series 2014A Bonds.

Bond Counsel is also of the opinion that interest on the Series 2014A Bonds is exempt from State
of California personal income taxes. Bond Counsel has expressed no opinion regarding other tax
consequences arising with respect to the Series 2014A Bonds under the laws of the State of California or
any other state or jurisdiction.

Original Issue Discount. The Series 2014A Bonds that have an original yield above their
respective interest rates, as shown on the inside cover of this Official Statement (collectively, the
“Discount Tax-Exempt Bonds”), are being sold at an original issue discount. The difference between the
initial public offering prices of such Discount Tax-Exempt Bonds and their stated amounts to be paid at
maturity constitutes original issue discount treated in the same manner for federal income tax purposes as
interest, as described above.

The amount of original issue discount that is treated as having accrued with respect to a Discount
Tax-Exempt Bond is added to the cost basis of the owner of the bond in determining, for federal income
tax purposes, gain or loss upon disposition of such Discount Tax-Exempt Bond (including its sale,
redemption or payment at maturity). Amounts received upon disposition of such Discount Tax-Exempt
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Bond that are attributable to accrued original issue discount will be treated as tax-exempt interest, rather
than as taxable gain, for federal income tax purposes.

Original issue discount is treated as compounding semiannually, at a rate determined by reference
to the yield to maturity of each individual Discount Tax-Exempt Bond, on days that are determined by
reference to the maturity date of such Discount Tax-Exempt Bond. The amount treated as original issue
discount on such Discount Tax-Exempt Bond for a particular semiannual accrual period is equal to (a) the
product of (i) the yield to maturity for such Discount Tax-Exempt Bond (determined by compounding at
the close of each accrual period) and (ii) the amount that would have been the tax basis of such Discount
Tax-Exempt Bond at the beginning of the particular accrual period if held by the original purchaser,
(b) less the amount of any interest payable for such Discount Tax-Exempt Bond during the accrual period.
The tax basis for purposes of the preceding sentence is determined by adding to the initial public offering
price on such Discount Tax-Exempt Bond the sum of the amounts that have been treated as original issue
discount for such purposes during all prior periods. If such Discount Tax-Exempt Bond is sold between
semiannual compounding dates, original issue discount that would have been accrued for that semiannual
compounding period for federal income tax purposes is to be apportioned in equal amounts among the
days in such compounding period.

Owners of Discount Tax-Exempt Bonds should consult their tax advisors with respect to the
determination and treatment of original issue discount accrued as of any date and with respect to the state
and local tax consequences of owning a Discount Tax-Exempt Bond. Subsequent purchasers of Discount
Tax-Exempt Bonds that purchase such bonds for a price that is higher or lower than the “adjusted issue
price” of the bonds at the time of purchase should consult their tax advisors as to the effect on the accrual
of original issue discount.

Original Issue Premium. The Series 2014A Bonds that have an original yield below their
respective interest rates, as shown on the inside cover of this Official Statement (collectively, the
“Premium Tax-Exempt Bonds™), are being sold at a premium. An amount equal to the excess of the issue
price of a Premium Tax-Exempt Bond over its stated redemption price at maturity constitutes premium on
such Premium Tax-Exempt Bond. A purchaser of a Premium Tax-Exempt Bond must amortize any
premium over such Premium Tax-Exempt Bond’s term using constant yield principles, based on the
purchaser’s yield to maturity (or, in the case of Premium Tax-Exempt Bonds callable prior to their
maturity, generally by amortizing the premium to the call date, based on the purchaser’s yield to the call
date and giving effect to any call premium). As premium is amortized, the amount of the amortization
offsets a corresponding amount of interest for the period, and the purchaser’s basis in such Premium Tax-
Exempt Bond is reduced by a corresponding amount resulting in an increase in the gain (or decrease in
the loss) to be recognized for federal income tax purposes upon a sale or disposition of such Premium
Tax-Exempt Bond prior to its maturity. Even though the purchaser’s basis may be reduced, no federal
income tax deduction is allowed. Purchasers of the Premium Tax-Exempt Bonds should consult their tax
advisors with respect to the determination and treatment of premium for federal income tax purposes and
with respect to the state and local tax consequences of owning a Premium Tax-Exempt Bond.
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Backup Withholding. As a result of the enactment of the Tax Increase Prevention and
Reconciliation Act of 2005, interest on tax-exempt obligations such as the Series 2014A Bonds is subject
to information reporting in a manner similar to interest paid on taxable obligations. Backup withholding
may be imposed on payments to any owner of the Series 2014A Bonds that fails to provide certain
required information including an accurate taxpayer identification number to any person required to
collect such information pursuant to Section 6049 of the Code. The reporting requirement does not in and
of itself affect or alter the excludability of interest on the Series 2014A Bonds from gross income for
federal income tax purposes or any other federal tax consequence of purchasing, holding or selling tax-
exempt obligations.

The Series 2014B Bonds

General Matters. Bond Counsel is of the opinion that interest on the Series 2014B Bonds is
included in gross income for federal income tax purposes. Bond Counsel is also of the opinion that
interest on the Series 2014B Bonds is exempt from State of California personal income taxes. Bond
Counsel has expressed no opinion regarding other tax consequences arising with respect to the Series
2014B Bonds under the laws of the State of California or any other state or jurisdiction.

The following is a summary of certain anticipated federal income tax consequences of the
purchase, ownership and disposition of the Series 2014B Bonds under the Code and the Regulations, and
the judicial and administrative rulings and court decisions now in effect, all of which are subject to
change or possible differing interpretations. The summary does not purport to address all aspects of
federal income taxation that may affect particular investors in light of their individual circumstances, nor
certain types of investors subject to special treatment under the federal income tax laws. Potential
purchasers of the Series 2014B Bonds should consult their own tax advisors in determining the federal,
state or local tax consequences to them of the purchase, holding and disposition of the Series 2014B
Bonds.

In general, interest paid on the Series 2014B Bonds, original issue discount, if any, and market
discount, if any, will be treated as ordinary income to the owners of the Series 2014B Bonds, and
principal payments (excluding the portion of such payments, if any, characterized as original issue
discount or accrued market discount) will be treated as a return of capital.

Bond Premium. An investor that acquires a Series 2014B Bond for a cost greater than its
remaining stated redemption price at maturity and holds such bond as a capital asset will be considered to
have purchased such bond at a premium and, subject to prior election permitted by Section 171(c) of the
Code, may generally amortize such premium under the constant yield method. Except as may be
provided by regulation, amortized premium will be allocated among, and treated as an offset to, interest
payments. The basis reduction requirements of Section 1016(a)(5) of the Code apply to amortizable bond
premium that reduces interest payments under Section 171 of the Code. Bond premium is generally
amortized over the bond’s term using constant yield principles, based on the purchaser’s yield to maturity.
Investors of any Series 2014B Bond purchased with a bond premium should consult their own tax
advisors as to the effect of such bond premium with respect to their own tax situation and as to the
treatment of bond premium for state tax purposes.

Market Discount. An investor that acquires a Series 2014B Bond for a price less than the
adjusted issue price of such bond (or an investor who purchases a Series 2014B Bond in the initial
offering at a price less than the issue price) may be subject to the market discount rules of Sections 1276
through 1278 of the Code. Under these sections and the principles applied by the Regulations, “market
discount” means (a) in the case of a Series 2014B Bond originally issued at a discount, the amount by
which the issue price of such bond, increased by all accrued original issue discount (as if held since the
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issue date), exceeds the initial tax basis of the owner therein, less any prior payments that did not
constitute payments of qualified stated interest, and (b) in the case of a Series 2014B Bond not originally
issued at a discount, the amount by which the stated redemption price of such bond at maturity exceeds
the initial tax basis of the owner therein. Under Section 1276 of the Code, the owner of such a Series
2014B Bond will generally be required (i) to allocate each principal payment to accrued market discount
not previously included in income and, upon sale or other disposition of the bond, to recognize the gain
on such sale or disposition as ordinary income to the extent of such cumulative amount of accrued market
discount as of the date of sale or other disposition of such a bond or (ii) to elect to include such market
discount in income currently as it accrues on all market discount instruments acquired by such owner on
or after the first day of the taxable year to which such election applies.

The Code authorizes the Treasury Department to issue regulations providing for the method for
accruing market discount on debt instruments the principal of which is payable in more than one
installment. Until such time as regulations are issued by the Treasury Department, certain rules described
in the legislative history will apply. Under those rules, market discount will be included in income either
(a) on a constant interest basis or (b) in proportion to the accrual of stated interest or, in the case of a
Series 2014B Bond with original issue discount, in proportion to the accrual of original issue discount.

An owner of a Series 2014B Bond that acquired such bond at a market discount also may be
required to defer, until the maturity date of such bond or its earlier disposition in a taxable transaction, the
deduction of a portion of the amount of interest that the owner paid or accrued during the taxable year on
indebtedness incurred or maintained to purchase or carry such bond in excess of the aggregate amount of
interest (including original issue discount) includable in such owner’s gross income for the taxable year
with respect to such bond. The amount of such net interest expense deferred in a taxable year may not
exceed the amount of market discount accrued on the Series 2014B Bond for the days during the taxable
year on which the owner held such bond and, in general, would be deductible when such market discount
is includable in income. The amount of any remaining deferred deduction is to be taken into account in
the taxable year in which the Series 2014B Bond matures or is disposed of in a taxable transaction. In the
case of a disposition in which gain or loss is not recognized in whole or in part, any remaining deferred
deduction will be allowed to the extent gain is recognized on the disposition. This deferral rule does not
apply if the owner elects to include such market discount in income currently as it accrues on all market
discount obligations acquired by such owner in that taxable year or thereafter.

Attention is called to the fact that Regulations implementing the market discount rules have not
yet been issued. Therefore, investors should consult their own tax advisors regarding the application of
these rules as well as the advisability of making any of the elections with respect thereto.

Unearned Income Medicare Contribution Tax. Pursuant to Section 1411 of the Code, as
enacted by the Health Care and Education Reconciliation Act of 2010, an additional tax is imposed on
individuals beginning January 1, 2014. The additional tax is 3.8 percent of the lesser of (a) net
investment income (defined as gross income from interest, dividends, net gain from disposition of
property not used in a trade or business and certain other listed items of gross income), or (b) the excess
of “modified adjusted gross income” of the individual over $200,000 for unmarried individuals ($250,000
for married couples filing a joint return and a surviving spouse). Holders of the Series 2014B Bonds
should consult their own tax advisors regarding the application of this tax to interest earned on the Series
2014B Bonds and to gain on the sale of a Series 2014B Bond.
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Sales or Other Dispositions. 1If an owner of a Series 2014B Bond sells the bond, such person will
recognize gain or loss equal to the difference between the amount realized on such sale and such owner’s
basis in such bond. Ordinarily, such gain or loss will be treated as a capital gain or loss.

If the terms of a Series 2014B Bond were materially modified, in certain circumstances, a new
debt obligation would be deemed created and exchanged for the prior obligation in a taxable transaction.
Among the modifications that may be treated as material are those that relate to redemption provisions
and, in the case of a nonrecourse obligation, those which involve the substitution of collateral. Each
potential owner of a Series 2014B Bond should consult its own tax advisor concerning the circumstances
in which such bond would be deemed reissued and the likely effects, if any, of such reissuance.

Defeasance. The legal defeasance of the Series 2014B Bonds may result in a deemed sale or
exchange of such bonds under certain circumstances. Owners of such Series 2014B Bonds should consult
their tax advisors as to the federal income tax consequences of such a defeasance.

Backup Withholding. An owner of a Series 2014B Bond may be subject to backup withholding
at the applicable rate determined by statute with respect to interest paid with respect to the Series 2014B
Bonds, if such owner, upon issuance of the Series 2014B Bonds, fails to provide to any person required to
collect such information pursuant to Section 6049 of the Code with such owner’s taxpayer identification
number, furnishes an incorrect taxpayer identification number, fails to report interest, dividends or other
“reportable payments” (as defined in the Code) properly, or, under certain circumstances, fails to provide
such persons with a certified statement, under penalty of perjury, that such owner is not subject to backup
withholding.

Foreign Investors. An owner of a Series 2014B Bond that is not a “United States person” (as
defined below) and is not subject to federal income tax as a result of any direct or indirect connection to
the United States of America in addition to its ownership of a Series 2014B Bond will generally not be
subject to United States income or withholding tax in respect of a payment on a Series 2014B Bond,
provided that the owner complies to the extent necessary with certain identification requirements
(including delivery of a statement, signed by the owner under penalties of perjury, certifying that such
owner is not a United States person and providing the name and address of such owner). For this purpose
the term “United States person” means a citizen or resident of the United States of America, a
corporation, partnership or other entity created or organized in or under the laws of the United States of
America or any political subdivision thereof, or an estate or trust whose income from sources within the
United States of America is includable in gross income for United States of America income tax purposes
regardless of its connection with the conduct of a trade or business within the United States of America.

Except as explained in the preceding paragraph and subject to the provisions of any applicable tax
treaty, a 30 percent United States withholding tax will apply to interest paid and original issue discount
accruing on Series 2014B Bonds owned by foreign investors. In those instances in which payments of
interest on the Series 2014B Bonds continue to be subject to withholding, special rules apply with respect
to the withholding of tax on payments of interest on, or the sale or exchange of Series 2014B Bonds
having original issue discount and held by foreign investors. Potential investors that are foreign persons
should consult their own tax advisors regarding the specific tax consequences to them of owning a Series
2014B Bond.

Tax-Exempt Investors. In general, an entity that is exempt from federal income tax under the
provisions of Section 501 of the Code is subject to tax on its unrelated business taxable income. An
unrelated trade or business is any trade or business that is not substantially related to the purpose that
forms the basis for such entity’s exemption. However, under the provisions of Section 512 of the Code,
interest may be excluded from the calculation of unrelated business taxable income unless the obligation
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that gave rise to such interest is subject to acquisition indebtedness. Therefore, except to the extent any
owner of a Series 2014B Bond incurs acquisition indebtedness with respect to such bond, interest paid or
accrued with respect to such owner may be excluded by such tax-exempt owner from the calculation of
unrelated business taxable income. Each potential tax-exempt holder of a Series 2014B Bond is urged to
consult its own tax advisor regarding the application of these provisions.

ERISA Considerations. The Employee Retirement Income Security Act of 1974, as amended
(“ERISA™), imposes certain requirements on “employee benefit plans” (as defined in Section 3(3) of
ERISA) subject to ERISA, including entities such as collective investment funds and separate accounts
whose underlying assets include the assets of such plans (collectively, “ERISA Plans”) and on those
persons who are fiduciaries with respect to ERISA Plans. Investments by ERISA Plans are subject to
ERISA’s general fiduciary requirements, including the requirement of investment prudence and
diversification and the requirement that an ERISA Plan’s investments be made in accordance with the
documents governing the ERISA Plan. The prudence of any investment by an ERISA Plan in the Series
2014B Bonds must be determined by the responsible fiduciary of the ERISA Plan by taking into account
the ERISA Plan’s particular circumstances and all of the facts and circumstances of the investment.
Government and non-electing church plans are generally not subject to ERISA. However, such plans
may be subject to similar or other restrictions under state or local law.

In addition, ERISA and the Code generally prohibit certain transactions between an ERISA Plan
or a qualified employee benefit plan under the Code and persons who, with respect to that plan, are
fiduciaries or other “parties in interest” within the meaning of ERISA or “disqualified persons” within the
meaning of the Code. In the absence of an applicable statutory, class or administrative exemption,
transactions between an ERISA Plan and a party in interest with respect to an ERISA Plan, including the
acquisition by one from the other of the Series 2014B Bonds could be viewed as violating those
prohibitions. In addition, Section 4975 of the Code prohibits transactions between certain tax-favored
vehicles such as Individual Retirement Accounts and disqualified persons. Section 503 of the Code
includes similar restrictions with respect to governmental and church plans. In this regard, the
Corporation or any dealer of the Series 2014B Bonds might be considered or might become a “party in
interest” within the meaning of ERISA or a “disqualified person” within the meaning of the Code, with
respect to an ERISA Plan or a plan or arrangement subject to Sections 4975 or 503 of the Code.
Prohibited transactions within the meaning of ERISA and the Code may arise if the Series 2014B Bonds
are acquired by such plans or arrangements with respect to which the Corporation or any dealer is a party
in interest or disqualified person.

In all events, fiduciaries of ERISA Plans and plans or arrangements subject to the above sections
of the Code, in consultation with their advisors, should carefully consider the impact of ERISA and the
Code on an investment in the Series 2014B Bonds. The sale of the Series 2014B Bonds to a plan is in no
respect a representation by the Corporation or the Underwriter that such an investment meets the relevant
legal requirements with respect to benefit plans generally or any particular plan. Any plan proposing to
invest in the Series 2014B Bonds should consult with its counsel to confirm that such investment is
permitted under the plan documents and will not result in a non-exempt prohibited transaction and will
satisfy the other requirements of ERISA, the Code and other applicable law.

Treasury Circular 230 Disclosure. Any federal tax advice contained in this Official Statement
was written to support the marketing of the Series 2014B Bonds and is not intended or written to be used,
and cannot be used, by a taxpayer for the purpose of avoiding any penalties that may be imposed under
the Code. All taxpayers should seek advice based on such taxpayers’ particular circumstances from an
independent tax advisor. This disclosure is provided to comply with Treasury Circular 230.
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Changes in Federal and State Tax Law

From time to time, there are legislative proposals in the Congress and in the states that, if enacted,
could alter or amend the federal and state tax matters referred to under this heading “TAX MATTERS” or
adversely affect the market value of the Series 2014 Bonds. It cannot be predicted whether or in what
form any such proposal might be enacted or whether if enacted it would apply to bonds issued prior to
enactment. In addition, regulatory actions are from time to time announced or proposed and litigation is
threatened or commenced which, if implemented or concluded in a particular manner, could adversely
affect the market value of the Series 2014 Bonds. It cannot be predicted whether any such regulatory
action will be implemented, how any particular litigation or judicial action will be resolved, or whether
the Series 2014 Bonds or the market value thereof would be impacted thereby. Purchasers of the Series
2014 Bonds should consult their tax advisors regarding any pending or proposed legislation, regulatory
initiatives or litigation. The opinions expressed by Bond Counsel are based on existing legislation and
regulations as interpreted by relevant judicial and regulatory authorities as of the date of issuance and
delivery of the Series 2014 Bonds, and Bond Counsel has expressed no opinion as of any date subsequent
thereto or with respect to any pending legislation, regulatory initiatives or litigation.

PROSPECTIVE PURCHASERS OF THE SERIES 2014 BONDS ARE ADVISED TO
CONSULT THEIR OWN TAX ADVISORS PRIOR TO ANY PURCHASE OF THE SERIES 2014
BONDS AS TO THE IMPACT OF THE CODE UPON THEIR ACQUISITION, HOLDING OR
DISPOSITION OF THE SERIES 2014 BONDS.

LEGAL MATTERS

The validity of the Series 2014 Bonds and certain other legal matters are subject to the approving
opinion of Kutak Rock LLP, Bond Counsel. A complete copy of the proposed form of Bond Counsel
opinion is contained in APPENDIX E: “PROPOSED FORM OF BOND COUNSEL OPINION.”
Certain legal matters will be passed upon for the Corporation and for the County by County Counsel.
Kutak Rock LLP served as Disclosure Counsel to the Corporation and the County. Certain legal matters
will be passed upon for the Underwriter by Jones Hall, A Professional Law Corporation. None of Bond
Counsel, counsel to the Underwriter, Disclosure Counsel or County Counsel undertakes any
responsibility for the accuracy, completeness or fairness of this Official Statement.

CONTINUING DISCLOSURE

The County will agree to provide, during the time the Series 2014 Bonds are outstanding, certain
financial information and operating data and notices of the occurrence of certain enumerated events, in
compliance with Rule 15¢2-12(b)(5) of the Securities and Exchange Commission (the “Rule”). The
specific nature of the notices of events and certain other terms of the continuing disclosure obligation are
described in APPENDIX F: “PROPOSED FORM OF THE CONTINUING DISCLOSURE
CERTIFICATE.” Failure of the County to provide the required ongoing information may affect
transferability, liquidity and the market price of the Series 2014 Bonds in the secondary market, but shall
not constitute a default under the Indenture or the Master Lease.

For each of the last five years the County has timely filed each of its annual reports and all
notices of material events as required by its previous undertakings with respect to the Rule. However, in
2012, the County determined that previous filings did not include certain budget information required by
its previous undertakings. In addition, in April 2014 the County recognized that its annual reports for the
2009 and 2010 fiscal years were not filed with respect to two issuances, and that the annual report for the
2013 fiscal year was with respect to one issuance. Such information and reports were available, however,
on the County's website and/or available in other continuing disclosure filings made by the County. The
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County has subsequently filed such budget information and ensured that the annual reports are correctly
filed with respect to all of its outstanding securities, and, other than as described above, is currently in
compliance with all of its undertakings with respect to the Rule. The County has retained an independent
consultant to review continuing disclosure compliance for each new issue going forward in a best practice
effort to avoid future non-compliance.

ABSENCE OF LITIGATION

No litigation is pending or threatened concerning the validity of the Series 2014 Bonds, the Site
Lease, the Master Lease, the Assignment Agreement or the Indenture, and an opinion of County Counsel
to that effect will be furnished at the time of the original delivery of the Series 2014 Bonds. Neither the
County nor the Corporation is aware of any litigation pending or threatened questioning the existence of
the Corporation or the County or contesting the County’s ability to appropriate or make Base Rental
Payments. See APPENDIX A: “INFORMATION REGARDING THE COUNTY OF RIVERSIDE-
Financial Information-Litigation” for a discussion of the County’s pending general litigation.

FINANCIAL STATEMENTS

The County’s audited financial statements with supplemental information for the year ended June
30, 2013, are included in this Official Statement as part of APPENDIX C: “COUNTY OF RIVERSIDE
AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED JUNE 30, 2013.” In
connection with the inclusion of the financial statements and the report of the Auditor thereon, the County
did not request the Auditor to, and the Auditor has not undertaken to, update its report or take any action
intended or likely to elicit information concerning the accuracy, completeness or fairness of the
statements made in this Official Statement, and no opinion is expressed by the Auditor with respect to any
event subsequent to the date of its report.

RATING

Standard & Poor’s has assigned the Series 2014 Bonds the rating of “AA-.” Such rating
expresses only the views of the rating agency and is not a recommendation to buy, sell or hold the Series
2014 Bonds. There is no assurance that such rating will continue for any given period of time or that they
will not be revised, either downward or upward, or withdrawn entirely by the rating agency, if in its,
judgment, circumstances so warrant. The Corporation, the County, the Trustee and the Underwriter
undertake no responsibility to oppose any such revision or withdrawal. Any such downward revision or
withdrawal may have an adverse effect on the market price of the Series 2014 Bonds.

UNDERWRITING

The Series 2014 Bonds are being purchased through negotiation by Raymond James &
Associates, Inc. (the “Underwriter”). The Underwriter has agreed to purchase the Series 2014 Bonds at a
purchase price of $19,205,135.02 (representing the par amount of the Series 2014 Bonds, plus a net
original issue premium in the amount of $755,778.85, less an Underwriter’s discount of $45,643.83). The
Underwriter is obligated to purchase all of the Series 2014 Bonds if any are purchased. The obligation of
the Underwriter to make such purchase is subject to certain terms and conditions set forth in the contract
of purchase relating to the Series 2014 Bonds.

The Underwriter may also offer and sell the Series 2014 Bonds to certain dealers and others at
prices lower than the respective public offering prices stated or derived from information stated on the
inside cover page herecof. The initial public offering prices may be changed from time to time by the
Underwriter.
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FINANCIAL ADVISOR

The Corporation and the County have retained Fieldman, Rolapp & Associates, Irvine, California,
as financial advisor (the “Financial Advisor”)in connection with the preparation of this Official
Statement and with respect to the issuance of the Series 2014 Bonds. The Financial Advisor is not
obligated to undertake, and has not undertaken to make, an independent verification or assume
responsibility for the accuracy, completeness or fairness of the information contained in this Official

Statement.

The Financial Advisor is an independent advisory firm and is not engaged in the business of
underwriting, trading or distributing municipal or other public securities.

EXECUTION AND DELIVERY

The preparation and distribution of this Official Statement have been authorized by the
Corporation and the County.

COUNTY OF RIVERSIDE ASSET
LEASING CORPORATION

By:_/s/ Harold Trubo
Harold Trubo, President

COUNTY OF RIVERSIDE, CALIFORNIA

By:_/s/ Jay Orr
Jay Orr, County Executive Officer
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APPENDIX A
INFORMATION REGARDING THE COUNTY OF RIVERSIDE

GENERAL INFORMATION

Set forth below is certain information with respect to the County. Such information was prepared by the County
except as otherwise indicated.

DEMOGRAPHIC AND ECONOMIC INFORMATION
Population

According to the State Department of Finance, Demographic Research Unit, the County’s population was estimated
at 2,279,967 as of January 1, 2014, representing an approximately 1.1% increase over the County’s population as estimated
for the prior year. For the ten year period of January 1, 2004 to January 1, 2014, the County’s population grew by 25.6%.
During this period, the cities of Eastvale, Jurupa Valley, Menifee and Wildomar incorporated, with a total population of
274,393 as of January 1, 2014. Currently, the growth in the County has tempered in recent years that County’s population
has grown at a rate close to the statewide average.
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The following table sets forth annual population figures, as of January 1 of each year, for cities located within the
County for each of the years listed:

COUNTY OF RIVERSIDE
POPULATION OF CITIES WITHIN THE COUNTY

(As of January 1)

CITY 2010 2011 2012 2013 2014

Banning 29,507 29,723 30,051 30,177 30,325
Beaumont 36,496 38,966 38,851 39,787 40,876
Blythe 20,873 20,063 20,440 19,609 18,992
Calimesa 7,853 7,910 8,022 8,096 8,231
Canyon Lake 10,528 10,606 10,721 10,771 10,826
Cathedral City 51,037 51,400 52,108 52,350 52,595
Coachella 40,464 41,339 42,030 42,795 43,633
Corona 151,854 153,047 154,985 156,864 159,132
Desert Hot Springs 25,852 27,277 27,721 27,835 28,001
Eastvale - 54,090 55,770 57,266 59,185
Hemet 78,335 79,309 80,329 80,899 81,537
Indian Wells 4,941 4,990 5,050 5,083 5,137
Indio 75,122 76,817 78,298 81,415 82,398
Jurupa Valley - - 96,745 97,272 97,774
Lake Elsinore 51,445 52,294 53,183 55,444 56,718
La Quinta 37,307 37,688 38,190 38,412 39,032
Menifee 77,267 79,139 80,831 82,314 83,716
Moreno Valley 192,654 194,451 197,086 198,183 199,258
Murrieta 103,085 104,051 105,300 105,860 106,425
Norco 27,066 26,968 27,123 26,632 26,582
Palm Desert 48,132 48,920 49,619 49,962 50,417
Palm Springs 44,385 44,829 45,414 45,724 46,135
Perris 67,879 69,506 70,391 70,983 72,103
Rancho Mirage 17,168 17,399 17,556 17,643 17,745
Riverside 302,814 306,069 309,407 312,035 314,034
San Jacinto 44,043 44,421 44,937 45,229 45,563
Temecula 99,611 101,255 103,403 104,907 106,289
Wildomar 32.006 32414 32,818 33.182 33.718
TOTALS

Incorporated 1,677,724 1,754,009 1,876,494 1,896,729 1,916,377
Unincorporated 501,968 451,722 357.699 358.924 363,590
County-Wide 2,179,692 2,205,731 2,234,193 2,255,653 2,279,967
California 37,223,900 37,510,766 37,668,804 37,984,138 38,340,074

Source: State Department of Finance, Demographic Research Unit.



Effective Buying Income

“Effective Buying Income” is defined as personal income less personal tax and nontax payments, a number often
referred to as “disposable” or “after-tax™ income. Personal income is the aggregate of wages and salaries, other than labor-
related income (such as employer contributions to private pension funds), proprietor’s income, rental income (which includes
imputed rental income of owner-occupants of non-farm dwellings), dividends paid by corporations, interest income from all
sources and transfer payments (such as pensions and welfare assistance). Deducted from this total are personal taxes (federal,
state and local, nontax payments fines, fees, penalties, etc.) and personal contributions to social security insurance and federal
retirement payroll deductions. According to U.S. government definitions, the resultant figure is commonly known as
“disposable personal income.”

The following table summarizes the total effective buying income for the County and the State for the period 2010
through 2014:

RIVERSIDE COUNTY AND CALIFORNIA
TOTAL EFFECTIVE BUYING INCOME,
MEDIAN HOUSEHOLD EFFECTIVE BUYING INCOME AND
PERCENT OF HOUSEHOLDS WITH INCOMES OVER $50,000("

Median Household
Total Effective Buying Effective Buying Percent of Households with
Income® Income Income over $50,000
2010
Riverside County $ 41,337,856 $47,080 46.6%
California $844,822,042 $49,736 49.7%
2011
Riverside County $ 38,492,225 $44,253 43.07%
California $801,393,028 $47,117 46.78%
2012
Riverside County $ 39,981,683 $44.116 42.91%
California $814,578,458 $47,062 46.65%
2013
Riverside County $ 40,157,310 $43,860 42.39%
California $864,088,828 $47,307 46.90%
2014
Riverside County $ 40,293,518 $44,784 43.84%
California $858,676,636 $48,340 48.17%

(1) Estimated, as of January 1 of each year
(2) Dollars in thousands

Source: Nielsen Solution Center



Industry And Employment

The County is a part of the Riverside-San Bernardino Primary Metropolitan Statistical Area (“PMSA”), which
includes all of Riverside and San Bernardino Counties. In addition to varied manufacturing employment, the PMSA has
large and growing commercial and service sector employment, as reflected in the following table.

RIVERSIDE-SAN BERNARDINO-ONTARIO PMSA
ANNUAL AVERAGE EMPLOYMENT BY INDUSTRY®

(In Thousands)

INDUSTRY 2009 2010 2011 2012 2013

Agriculture 149 15.0 149 15.0 14.6
Construction 67.9 59.7 59.1 62.6 69.3
Finance Activities 42.5 41.0 399 40.8 42.0
Government 235.2 2343 227.5 224.6 225.0
Manufacturing: 88.7 85.1 85.1 86.7 86.8
Nondurables 30.6 29.8 293 29.8 29.8
Durables 58.1 553 55.8 56.8 57.0
Natural Resources and Mining 1.1 1.0 1.0 1.2 1.2
Retail Trade 156.2 155.5 158.5 162.3 164.8
Professional, Educational and other Services 471.9 438.5 446.3 463.6 491.4
Transportation, Warehousing and Utilities 66.8 66.6 68.8 73.8 78.6
Wholesale Trade 48.9 48.6 49.0 52.1 56.0
Information, Publishing and Telecommunications 14.1 14.0 12.1 11.5 113
Total, All Industries 1,177.6 1,159.3 1,162.2 1,194.2 1,241.0

(1) The employment figures by industry which are shown above are not directly comparable to the
“Total, All Industries” employment figures due to rounded data.

Source: State Employment Development Department, Labor Market Information Division, as of March 2014



The following table sets forth the major employers located in the County as of 2013:

COUNTY OF RIVERSIDE
CERTAIN MAJOR EMPLOYERS®
(2013)

No. of Local

Company Name Product/Service Employees®
County of Riverside Government 18,728
March Air Reserve Base Military Reserve Base 9,000
Stater Brothers Market Supermarket 6,900
Walmart Retail Store 5,681
University of California, Riverside University 5,497
Riverside Unified School District School District 5,000
Corona-Norco Unified School District School District 4,633
Kaiser Permanente Riverside Medical Center Hospital 4,500
Moreno Valley Unified School District School District 3,355
Hemet Unified School District School District 3,270

(1) Certain major employers in the County may have been excluded because of the data collection
methodology used by Riverside County Economic Development Agency.

(2) Includes employees within the County; excludes, under certain circumstances, temporary, seasonal
and per diem employees.

Source: County Economic Development Agency

Unemployment statistics for the County, the State and the United States are set forth in the following table:

COUNTY OF RIVERSIDE
COUNTY, STATE AND NATIONAL UNEMPLOYMENT DATA
2009 2010 2011 2012 2013 March 2014
County®" 13.6% 14.7% 13.6% 11.1% 10.3% 9.4%
California® 11.4 12.4 11.7 9.7 8.9 8.1
United States® 9.3 9.6 8.9 8.1 7.4 6.7

(1) Data is not seasonally adjusted. The unemployment data for the County and State is calculated
using unrounded data.
(2) Data is seasonally adjusted.

Source: State of California Employment Development Department Labor Market Information Division;
U.S. Bureau of Labor Statistics

A-5



Commercial Activity

Commercial activity is an important factor in the County’s economy. Much of the County’s commercial activity is
There are five regional
shopping malls in the County: Galleria at Tyler (Riverside), Hemet Valley Mall, Westfield Palm Desert Shopping Center,
Moreno Valley Mall and the Promenade at Temecula. There are also two factory outlet malls (Desert Hills Factory Stores
and Lake Elsinore Outlet Center) and over 200 area centers in the County.

concentrated in central business districts or small neighborhood commercial centers in cities.

The following table sets forth taxable transactions in the County for the years 2008 through 2012, the most recent year

for which data is currently available:

Motor Vehicles and Parts Dealers

Furniture and Home Furnishings

Electronics and Appliances Stores

Building Materials, Garden Equipment and Supplies
Food and Beverage Stores

Health and Personal Care Stores

Gasoline Stations

Clothing and Clothing Accessories Stores
Sporting Goods, Hobby, Book and Music Stores
General Merchandise Stores

Miscellaneous Store Retailers

Nonstore Retailers

Food Services and Drinking Places

Total Retail and Food Services

All Other Outlets

COUNTY OF RIVERSIDE
TAXABLE SALES TRANSACTIONS
(IN THOUSANDS)

2008 2009 2010 2011 2012
$3,115,036 $2,449,747 $2,620,568 $3,010,487 $3,493,098
485,981 381,643 412,325 436,482 441,649
330,398 476,455 470,784 478,406 488,419
1,580,020 1,237,518 1,232,145 1,303,073 1,365,513
1,352,704 1,251,220 1,267,758 1,304,731 1,356,148
307,947 389,620 400,207 454,268 490,238
3,011,476 2,300,247 2,685,840 3,300,785 3,516,040
1,218,127 1,293,271 1,391,174 1,505,821 1,672,482
210,121 411,301 428,121 454,971 467,536
3,081,989 2,855,733 2,947,905 3,051,709 3,174,022
1,654,895 641,954 652,273 700,338 742,118
1,045,704 101,925 92,916 101,876 142,081
2.340.554 2.266.853 2.317.486 2.473.339 2,668,324
$19,734,952 $16,057,488 $16,919,500 $18,576,285 $20,016,668
6.268.632 6.170.390 6.233.280 7.065.212 8.079.341
$26,003,595 $22,227.877 $23,152.780 $25,641,497 $28,096,009

Total All Outlets

(1) Data for 2008 is not necessarily directly comparable to 2009-2012 due to changes in classifications and groupings in the “Taxable Sales In

California” report beginning in 2009.

Source: California State Board of Equalization, Research and Statistics Division



Building and Real Estate Activity

The two tables below are a five-year summary of building permit valuations and new dwelling units authorized in
the County (in both incorporated and unincorporated areas) since 2009.

COUNTY OF RIVERSIDE
BUILDING PERMIT VALUATIONS®
(IN THOUSANDS)
2009 2010 2011 2012 013

RESIDENTIAL

New Single-Family $ 891,825 $ 914,058 $651,747 § 854,814 $1,134,158

New Multi-Family 76,717 71,152 115,064 99,578 136,501

Alterations and Adjustments 85,148 94.429 119,684 84,517 94,422

Total Residential $1,053,690 $1,079,639 $886,495 $1,038,963 $1,365,081
NON-RESIDENTIAL

New Commercial § 94,653 $ 191,324 $152,160 $346,865 $ 80,510

New Industry 12,278 6,686 10,000 3,767 140,972

New Other(V 107,334 98,105 99,898 78,602 184,500

Alterations & Adjustments 162,557 243.265 297,357 154,325 364,616

Total Nonresidential $376,822 $ 539,380 $559,415 $583,559 $770,598
TOTAL ALL BUILDING $1.430,512 $1.,619,019 $1.445.910 $1,602,522 $2,135,679

(1) Includes churches and religious buildings, hospitals and institutional buildings, schools and educational buildings, residential garages,
public works and utilities buildings, photovoltaic systems and other non-residential buildings and structures.

Source:Construction Industry Research Board for 2009 through 2011, California Homebuilding Foundation for 2012 through 2013

COUNTY OF RIVERSIDE
NUMBER OF NEW DWELLING UNITS

2009 010 011 012 013
Single Family 3,424 4,031 2,676 3,455 4,671
Multi-Family 784 526 1,073 829 1.415
TOTAL 4,208 4,557 3,749 4,284 7,886

Source: Construction Industry Research Board for 2009 through 2011, California Homebuilding Foundation for 2012 through 2013
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The following table sets forth a comparison of annual median housing prices for Los Angeles County, Riverside
County and Southern California for the years indicated.

COUNTY OF RIVERSIDE
COMPARISON OF MEDIAN HOUSING PRICES
Year Los Angeles Riverside San Bernardino Southern California®"
2008 $400,000 $260,000 $225,000 $340,000
2009 320,000 190,000 150,000 270,000
2010 335,000 200,000 155,000 290,000
2011 315,000 195,000 150,000 280,000
2012 330,000 210,000 163,000 300,000
2013 412,000 259,000 205,000 370,000

(M Southern California is comprised of Los Angeles, Orange, San Diego, Riverside, San Bernardino and Ventura Counties.

Source: MDA DataQuick Information Systems.

The following table sets forth a comparison of home and condominium foreclosures recorded in Los Angeles
County, Riverside County, San Bernardino County and Southern California for the years indicated.

COUNTY OF RIVERSIDE
COMPARISON OF HOME FORECLOSURES
Year Los Angeles Riverside San Bernardino Southern California®"
2008 35,366 32,443 23,601 125,117
2009 29,943 25,309 19,560 100,106
2010 26,827 20,598 16,757 86,853
2011 25,597 17,383 14,181 77,105
2012 15,271 10,657 9,262 47,347
2013 6,469 4,191 4,088 19,470

(1 Southern California is comprised of Los Angeles, Orange, San Diego, Riverside, San Bernardino and Ventura Counties.

Source: MDA DataQuick Information Systems.
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Agriculture

Agriculture remains an important source of income in the County. Principal agricultural products are milk, eggs,
table grapes, grapefruit, nursery, alfalfa, bell peppers, dates, lemons and avocados.

Four areas in the County account for the major portion of agricultural activity: the Riverside/Corona and San
Jacinto/Temecula Valley Districts in the western portion of the County, the Coachella Valley in the central portion and the

Palo Verde Valley near the County’s eastern border.

The value of agricultural production in the County for 2008 through 2012 is presented in the following table:

COUNTY OF RIVERSIDE
VALUE OF AGRICULTURAL PRODUCTION
2008 2009 2010 2011 2012
Citrus Fruits $135,759,800 $101,652,000  $140,501,000 $119,942,513 $125,684,390
Trees and Vines 173,678,000 191,682,600 164,994,000 232,649,262 217,073,170
Vegetables, Melons, Misc. 266,414,900 221,286,700 292,002,200 278,628,295 286,172,478
Field and Seed Crops 123,545,400 69,699,800 81,328,300 149,198,052 147,185,665
Nursery 230,416,200 206,499,900 169,341,300 200,154,964 190,878,100
Apiculture 5,637,000 5,017,600 4,631,700 4,844,400 4,983,400
Aquaculture Products 12,077,700 5,243,900 4,921,700 4,808,250 4,204,750
Total Crop Valuation $ 947,529,000  $ 801,082,500  $857,720,200 $990,225,736 $976,181,953
Livestock and Poultry Valuation 321.060,900 214,672,800 235,926,300 292,030,380 276,548,118

Grand Total $1,268,589,900 $1,015,755,300 $1,093,646,500 $1,282,256,116 $1,252,730,071

Source: Riverside County Agricultural Commissioner
Transportation

Several major freeways and highways provide access between the County and all parts of Southern California. State
Route 91 extends southwest through Corona and connects with the Orange County freeway network in Fullerton. Interstate
10 traverses most of the width of the County, the western-most portion of which links up with major cities and freeways in
Los Angeles County and the southern part of San Bernardino County, with the eastern part linking to the County’s desert
cities and Arizona. Interstate 15 and 215 extend north and then east to Las Vegas, and south to San Diego. State Route 60
provides an alternate (to Interstate 10) east-west link to Los Angeles County.

Currently, Metrolink provides commuter rail service to Los Angeles, San Bernardino and Orange Counties from
several stations in the County. Transcontinental passenger rail service is provided by Amtrak with stops in Riverside and
Palm Springs. Freight service to major west coast and national markets is provided by two transcontinental railroads --
Union Pacific Railroad and the Burlington Northern and Santa Fe Railway Company. Truck service is provided by several
common carriers, making available overnight delivery service to major California cities.

Transcontinental bus service is provided by Greyhound Lines. Intercounty, intercity and local bus service is
provided by the Riverside Transit Agency to western County cities and communities. There are also four municipal transit
operators in the western County providing services within the cities of Banning, Beaumont, Corona and Riverside. The
SunLine Transit Agency provides local bus service throughout the Coachella Valley, service the area from Desert Hot
Springs to Oasis and from Palm Springs to Riverside. The Palo Verde Valley Transit Agency provides service in the far
eastern portion of the County (City of Blythe and surrounding communities).

The County seat, located in the City of Riverside, is within 20 miles of the Ontario International Airport in
neighboring San Bernardino County. This airport is operated by Los Angeles World Airports, a proprietary department of
the City of Los Angeles. Four major airlines schedule commercial flight service at Palm Springs Regional Airport. County-
operated general aviation airports include those in Thermal, Hemet, Blythe and French Valley. The cities of Riverside,
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Corona and Banning also operate general aviation airports. There is a military base at March Air Reserve Base, which
converted from an active duty base to a reserve-only base on April 1, 1996. The March AFB Joint Powers Authority (the
“JPA”), comprised of the County and the Cities of Riverside, Moreno Valley and Perris, is responsible for planning and
developing joint military and civilian use. The JPA has constructed infrastructure improvements, entered into leases with
private users and initialized a major business park project.

Education

There are four elementary school districts, one high school district, eighteen unified (K-12) school districts and four
community college districts in the County. Approximately ninety-two percent of all K-12 students attend schools in the
unified school districts. The three largest unified school districts are Corona-Norco Unified School District, Riverside
Unified School District and Moreno Valley Unified School District.

There are seven two-year community college campuses located in the communities of Riverside, Moreno Valley,
Norco, San Jacinto, Menifee, Coachella Valley and Palo Verde Valley. There are also three universities located in the City of
Riverside -- the University of California, Riverside, La Sierra University and California Baptist University.

Environmental Control Services

Water Supply. The County obtains a large part of its water supply from groundwater sources, with certain areas of
the County, such as the City of Riverside, relying almost entirely on groundwater. As in most areas of Southern California,
this groundwater source is not sufficient to meet countywide demand and the County’s water supply is supplemented by
imported water. At the present time, imported water is provided by Metropolitan Water District from the Colorado River via
the Colorado River Aqueduct and the State Water Project via the Edmund G. Brown California Aqueduct. In the Southwest
area of the County, 80% of the water supply is imported.

At the regional and local level, there are several water districts that were formed for the primary purpose of
supplying supplemental water to the cities and agencies within their areas. The Coachella Valley Water District, the Western
Municipal Water District and the Eastern Municipal Water District are the largest of these water districts in terms of area
served. The San Gorgonio Pass Water Agency, Desert Water Agency, Palo Verde Irrigation District and Rancho California
Water District also provide supplemental water to cities and agencies within the County.

In January, 2014, California’s governor proclaimed a state of emergency due to the ongoing drought, and directed
State officials to take all necessary actions to prepare for drought conditions. As of April, 2014, no mandatory rationing has
been initiated by the local water districts serving the County. The uncertainty associated with long-term water supply is a
major concern of local and regional water agencies in California, especially southern California, which has been exacerbated
due to the current draught. The governor and the state legislature have been engaged in discussions to develop a
comprehensive, state-wide water supply, storage and conveyance solution. However, no assurance can be made that a
sustainable solution will be achieved within a reasonably timeframe.

Consequently, the Board of Supervisors adopted Ordinance 859.2 -Water Efficient Landscaping Ordinance, which
conforms to AB 1881. AB 1881 requires that measures be taken to assure the maintenance and protection of natural
resources (water) by requiring that the resources be conserved through the implementation of water efficient landscape
practices for new developments. As an added measure, the Board of Supervisors amended Policy H-25 requiring the retrofit
of public buildings to conform to the requirements of Ordinance 859.2.

Flood Control. Primary responsibility for planning and construction of flood control and drainage systems within
the County is provided by the Riverside County Flood Control and Water Conservation District and the Coachella Valley
Water District, Storm Water Unit.

Sewage. There are 18 wastewater treatment agencies in the County’s Santa Ana River region and nine in the

County’s Colorado River Basin region. Most residents in rural areas of the County which are unsewered rely upon septic
tanks and leach fields for sewage disposal.
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FINANCIAL INFORMATION
Budgetary Process and Budget

The County operates on an annual budget cycle. Under the Government Code, the County must approve a
recommended budget by June 30 of each year as the legal authorization to spend until the approval of the adopted budget. A
final budget that reflects any revisions to the recommended budget must be adopted by the Board of Supervisors no later than
October 2. The recommended and adopted budgets must be balanced.

Subsequent to the approval of the adopted budget, the County may make adjustments to reflect revenue, as realized,
and to record changes in expenditure requirements. For example, in recent years, the County, like many other counties, has
adopted a budget in advance of the adoption of the State budget and has been required to make adjustments in certain
circumstances upon the passage of the State budget. The County conducts quarterly reviews, with major adjustments
generally addressed at the end of the first, second and third quarters.

Fiscal Year 2013-14 Budget

In June 2013, the Board of Supervisors approved the Fiscal Year 2013-14 Recommended Budget. The
Recommended Budget includes total general fund appropriations of approximately $2.7 billion. For Fiscal Year 2013-14, the
County projects that approximately 42.5% of its General Fund budget revenues will consist of payments from the State and
21.1% will consist of payments from the Federal government. Discretionary revenue was budgeted to increase to
approximately $586.6 million for fiscal year 2013-14, an increase of approximately 3.0% from the fiscal year 2012-13
adjusted budget estimates. The adopted budget includes an increase in discretionary spending of approximately $16.7 million
from the prior fiscal year. Property tax revenue is budgeted at approximately $266.2 million for Fiscal Year 2013-14, and
represents approximately 45.4% of the County’s discretionary revenue. The County estimates an increase in assessed
valuation in Fiscal Year 2013-14 of approximately 3.95% from Fiscal Year 2012-13.

The County expects revenue for Fiscal Year 2013-14 to be approximately $33 million higher than budgeted. During
the Fiscal Year 2013-14 second quarter budget meeting, the County made a presentation reporting that, although the local
unemployment rate has decreased and the real estate market appears to be stabilizing, new permit activity and projected sales
and use tax revenue remain flat. Consequently, the County has tempered its revenue projections for the next four years. The
County is also experiencing escalating labor costs, a growing deficit of the Riverside County Regional Medical Center, and
expected additional costs related to the construction and operation of new jail facilities. See “-Realignment of Certain
Services to Local Governments” below. The second quarter budget recommendations included setting aside approximately
$29.5 million in one-time resources to build reserves and guard against unsustainable spending.

Fiscal Year 2014-15 Proposed Budget

The County has started its budget process for Fiscal Year 2014-15 and plans to hold its budget impact hearings in
September, when the preliminary year-end financial data for Fiscal Year 2013-14 becomes available. All general fund
departments have been directed to prepare budgets that are balanced and absorb any additional costs without additional
general fund support. Departments may request additional support, if needed, during the budget impact hearing in
September.

Property tax revenue is expected to grow by 5% in Fiscal Year 2014-15 and sales tax receipts that are not related to
solar projects within the County are expected to remain stable. Revenue growth and surplus revenue set aside in the budget
stabilization fund created in Fiscal Year 2012-13 will be used to develop a balanced general fund budget for Fiscal Year
2014-15. The County allocates one-time revenues above budgeted amounts to the budget stabilization fund, which has a
balance of approximately $53.9 million as of March 31, 2014. While the County utilized some of its reserves during the
economic downturn between 2008 and 2012, no reserves have been utilized since Fiscal Year 2011-12 and no reserves are
budgeted to be utilized in Fiscal Year 2014-15. Outside of the general fund, the Riverside County Regional Medical Center
(“RCRMC”), operated as an enterprise fund, is projecting an operating deficit in Fiscal Year 2014-15. It is the County’s
intent that RCRMC costs of providing services be recovered primarily through fees charged for services with minimal or no
general fund support, and the County does not intend to provide general fund support to fund RCRMC’s projected fiscal year
2014-15 operating deficit. See “~-Medical Center” below.
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Impacts of State Budget

Changes in payments to the County from the State, whether temporary or permanent, may require adjustments to the
County’s 2013-14 and 2014-15 budgets. Deferrals in State payments may jeopardize the County’s ability to maintain core
discretionary programs that could require suspension of such programs. Permanent cuts in State funding will require the
County to reduce programs reliant on State funds, unless the County chooses to make corresponding reductions to
discretionary funding for core County services.

The County is continuously monitoring developments at the State and local level, and may be required to make
adjustments to its budget from time to time. See “STATE OF CALIFORNIA BUDGET INFORMATION” herein.

Realignment of Certain Services to Local Governments

As part of the State’s 2011 Budget Act, the California Legislature enacted a major shift, or “realignment,” of certain
State program responsibilities and related revenues to local governments (“Realignment”). Beginning in Fiscal Year 2011-
12, the realignment provides funds to local governments (primarily counties) to fund various criminal justice, mental health,
and social services programs. Realignment funding is derived from three sources: 1) the dedication of 1.0625 cents of the
existing sales tax rate; 2) the redirection of the revenue generated by Proposition 63 (the “millionaire tax” which supports
mental health programs statewide); and 3) the redirection of a portion of vehicle license fee revenues.

Realignment is comprised of two distinct components: Health and Human Services and Public Safety. With respect
to the former, the State has replaced the funding previously provided to counties as State reimbursement or direct payment
with local appropriations equivalent to prior year funding levels. To date, the only significant programmatic change has
resulted from the Health and Human Services component of Realignment related to the transfer of responsibility for funding
education-related mental health services from counties to local school districts.

With respect to Public Safety, however, county governments have taken on a host of new responsibilities related to
inmates released from state prison, newly convicted offenders whose offenses are within the Penal Code sections defining the
offense as non-violent, non-serious and non-sexual and beginning in 2013, parole violators. In Fiscal Year 2013-14, the
County has received a $51.24 million appropriation from the State to address the needs of the realigned criminal justice
population. Although this amount is not sufficient to meet all of the identified needs, the slow pace of hiring has led to
under-spending and the affected County departments have been able to continue providing identified services. In Fiscal Year
2014-15, the County is likely to receive less funding for realignment since the statewide allocation will be $60 million less
than the prior year and the County expects that it will be considerably more difficult to provide needed services. In addition,
the County is expecting to receive a grant reimbursement of $25 million in Fiscal Year 2014-15 to replace the Probation
Youth Education and Treatment Center in the City of Riverside. Beginning in late Fiscal Year 2014-15 or early Fiscal Year
2015-16, the County will begin to draw down $100 million in state bond funds to pay for a portion of the construction of a
new jail facility in the City of Indio.



Final Budget Comparison

The following table compares the general fund budgets for each of the last five fiscal years as initially adopted by
the Board of Supervisors. During the course of each fiscal year, a budget may be amended to reflect adjustments to receipts
and expenditures that have been approved by the Board of Supervisors.

COUNTY OF RIVERSIDE
ADOPTED GENERAL FUND BUDGETS®
FISCAL YEARS 2009-10, 2010-11, 2011-12, 2012-13 AND 2013-14

(IN MILLIONS)
2009-10 2010-11 2011-12 2012-13 2013-14
Budget Budget Budget Budget Budget
REQUIREMENTS
General Government $ 2392 $ 1753 $ 1744 $ 1804 $ 179.5
Public Protection 1,055.2 1,062.4 1,060.0 1,072.1 1,132.4
Public Ways and Facilities 2.2 0.0 0.0 0.0 0.0
Health and Sanitation 395.2 396.0 411.9 430.1 485.9
Public Assistance 815.5 780.0 802.9 762.3 835.7
Education 04 0.6 0.6 0.6 0.6
Recreation and Cultural 0.3 0.3 0.4 0.0 0.4
Debt Retirement-Capital Leases 6.8 6.8 5.0 5.0 4.9
Contingencies 30.0 20.0 20.0 7.0 20.0
Increase to Reserves (12.8) 17.5 2.4 2.3 2.3
Total Requirements® $2.532.0 $2.458.9 $2.471.7 $2,459.8 2,661.7
AVAILABLE FUNDS
Use of Fund Balance and Reserves $ 112.8 $ 107.8 $ 90.1 $ 74.0 $ 783
Estimated Revenues:
Property Taxes 244.9 222.4 214.9 211.5 229.9
Other Taxes 46.1 46.0 35.5 35.0 31.0
Licenses, Permits and Franchises 20.7 19.8 18.1 17.7 17.6
Fines, Forfeitures and Penalties 55.7 58.0 56.2 51.7 493
Use of Money and Properties 13.5 11.2 10.0 7.4 6.3
Aid from Other Governmental Agencies:
State 962.0 921.7 936.3 1,005.5 1,097.4
Federal 511.1 501.2 506.7 493.9 544.9
Charges for Current Services® 452.7 461.0 462.8 442.6 469.1
Other Revenues® 112.5 111.9 147.7 120.5 137.9
Total Available Funds® $2,532.0 $2.,458.9 $2,477.7 $2.459.8 $2,661.7

(1) Prior to fiscal year 2010-11, State Controller identified an “Adopted” budget as a “Final” budget. Data source is the official budget
documents submitted to the State Controller’s Office. Figures do not reflect quarterly amendments or adjustments.

(2) Due to reporting changes, certain accounts were reclassified from Other Revenues to Charges for Current Services after fiscal year
2008-09.

(3) Column numbers may not add up to totals due to rounding.

Source: County Auditor-Controller
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Riverside County Treasurer’s Pooled Investment Fund

The County Treasurer maintains one Pooled Investment Fund (the “PIF”) for all local jurisdictions having funds on
deposit in the County Treasury. As of March 31, 2014, the portfolio assets comprising the PIF had a market value of
$5,248,803,539.81.

State law requires that all operating moneys of the County, school districts, and certain special districts be held by
the County Treasurer. On June 30, 2013, the Auditor-Controller performed an analysis on the County Treasury which
resulted in the identification and classification of “mandatory” vs. “discretionary” depositors. Collectively, these mandatory
deposits constituted approximately 77.18% of the funds on deposit in the County Treasury, while approximately 22.82% of
the total funds on deposit in the County Treasury represented discretionary deposits.

While State law permits other governmental jurisdictions, with the prior consent of the Board and the County
Treasurer, to participate in the County’s PIF, none have been authorized entry, nor are any pending consideration. The desire
of the County is to maintain a stable depositor base for those entities participating in the PIF.

All purchases of securities for the PIF are to be made in accordance with the County Treasurer’s 2014 Statement of
Investment Policy, which is more restrictive than the investments authorized pursuant to Sections 53601 and 53635 of the
California Government Code. The Policy Statement requires that all investment transactions be governed by first giving
consideration to the safety and preservation of principal and liquidity sufficient to meet daily cash flow needs prior to
achieving a reasonable rate of return on the investment. Investments are not authorized in reverse-repurchase agreements
except for an unanticipated and immediate cash flow need that would otherwise cause the Treasurer to sell portfolio securities
prior to maturity at a principal loss.

The allocation of the investments in the Pooled Investment Fund as of March 31, 2014, was as follows:

% of Pool
U.S. Treasury Securities 6.10%
Federal Agency Securities 54.91
Cash Equivalents & Money Market Funds 15.31
Commercial Paper 18.34
Medium Term Notes 0.00
Municipal Notes 1.64
Certificates of Deposit 2.66
CalTrust Short Term Fund 1.03
Repurchase Agreements 0.00
Local Agency Obligations 0.01
Total 100.00%
Book Yield: 0.40%
Weighted Average Maturity: 1.37 Years

Source: County Treasurer-Tax Collector

As of March 31, 2014, the market value of the PIF was 99.86% of book value. The Treasurer estimates that
sufficient liquidity exists within the portfolio to meet daily expenditure needs without requiring any sale of securities at a
principal loss prior to their maturity.

In keeping with Sections 53684 and 53844 of the California Government Code, all interest, income, gains and losses
on the portfolio are distributed quarterly to participants based upon their average daily balance except for specific
investments made on behalf of a particular fund. In these instances, Sections 53844 requires that the investment income be
credited to the specific fund in which the investment was made.



The Board has established an “Investment Oversight Committee” in compliance with California Government Code
Section 27131. Currently, the Committee is composed of the County Finance Director, the County Treasurer-Tax Collector,
the County Superintendent of Schools, a school district representative and a public member at large. The purpose of the
committee is to review the prudence of the County’s investment policy, portfolio holdings and investment procedures, and to
make any findings and recommendations known to the Board. This committee was reorganized to conform to new State
requirements requiring the County to have a local oversight committee. The committee is utilized by the County to manage,
audit, and safeguard public funds and to perform other internal control measures.

The County has obtained a rating on the PIF of “Aaa/MR1” from Moody’s Investors Service and “AAA/V1” rating
from Fitch Ratings. There is no assurance that such ratings will continue for any given period of time or that any such rating
may not be lowered, suspended or withdrawn entirely by the respective rating agency if, in the judgment of such rating
agency, circumstances so warrant.

Ad Valorem Property Taxes

General. Taxes are levied for each fiscal year on taxable real and personal property which is situated in the County
as of the preceding January 1. However, upon a change in ownership of property or completion of new construction, State
law permits an accelerated recognition and taxation of increases in real property assessed valuation. For assessment and
collection purposes, property is classified either as “secured” or “unsecured” and is listed accordingly on separate assessment
rolls. The “secured roll” is that assessment roll containing locally assessed property secured by a lien which is sufficient, in
the opinion of the assessor, to secure payment of the taxes. Other property is assessed on the “unsecured roll.”

The County levies a 1% property tax on behalf of all taxing agencies in the County. The taxes collected are allocated
on the basis of a formula established by State law enacted in 1979. Under this formula, the County and all other taxing
entities receive a base year allocation plus an allocation on the basis of growth in situs assessed value (new construction,
change of ownership, inflation) prorated among the jurisdictions which serve the tax rate areas within which the growth
occurs. Tax rate areas are specifically defined geographic areas which were developed to permit the levying of taxes for less
than county wide or less than city wide special and school districts. In addition, the County levies and collects additional
voter approved debt service and fixed charge assessments on behalf of any taxing agency and special districts within the
County.

Property taxes on the secured roll are due in two installments, on November 1 and February 1. If unpaid, such taxes
become delinquent after 5:00 p.m. on December 10 and April 10, respectively, and a ten percent penalty attaches. A ten
dollar cost also applies to all delinquent second installments. Property on the secured roll with unpaid delinquent taxes is
declared tax-defaulted after 5:00 p.m. on June 30th. Such property may thereafter be redeemed by payment of the delinquent
taxes, the ten percent delinquency penalty, the twenty-eight dollar administrative cost, a fifteen dollar per parcel redemption
fee (from which the State receives five dollars), and redemption penalty of one and one half percent per month starting July 1
and continuing until date of redemption (collectively, the “Redemption Amount”). If taxes remain unpaid after five years on
the default roll, the property becomes subject to a tax sale by the County Treasurer — Tax Collector.

Property taxes on the unsecured roll are due as of January 1 lien date and become delinquent, if unpaid, on August
31. A ten percent penalty attaches to delinquent taxes on property on the unsecured roll and an additional penalty of one and
one half percent per month begins to accrue on November 1. The taxing authority has four ways of collecting unsecured
personal property taxes: (1) a civil action against the taxpayer; (2) filing a certificate in the office of the County Clerk
specifying certain facts in order to obtain a judgment lien on certain property of the taxpayer; (3) filing a certificate of
delinquency for recordation in the County Recorder’s office in order to obtain a lien on certain property of the taxpayer; and
(4) seizure and sale of personal property, improvements or possessory interests belonging or assessed to the taxpayer.



The following tables describe the secured property tax roll and the unsecured property tax roll of the County for
fiscal year 2002-03 through fiscal year 2013-14.

COUNTY OF RIVERSIDE
AD VALOREM PROPERTY TAXES - LEVIES AND COLLECTIONS
FISCAL YEARS 2002-03 THROUGH 2013-14
SECURED PROPERTY TAX ROLL®

Percentage of Current Percentage of Total

Secured Property Tax Current Levy Taxes Delinquent Collections to
Fiscal Year Levy Delinquent June 30 June 30® Total Collections® Current Levy
2002-03 $1,348,190,139 $44,478,022 3.30% $1,388,639,880 103.00%
2003-04 1,506,949,011 42,164,689 2.80 1,571,572,091 104.29
2004-05 1,747,034,222 55,557,116 3.18 1,797,065,686 102.86
2005-06 2,094,068,686 88,930,195 4.25 2,116,369,838 101.06
2006-07 2,559,448,076 180,175,146 7.04 2,532,293,674 98.94
2007-08 2,964,341,768 255,672,935 8.62 2,928,205,634 98.78
2008-09 3,029,936,136 222,218,035 7.33 3,146,419,870 103.84
2009-10 2,791,941,475 139,427,699 4.99 2,957,072,395 105.91
2010-11 2,698,915,858 95,454,538 3.54 2,826,336,496 104.72
2011-12 2,676,613,483 70,921,563 2.65 2,809,408,918 104.96
2012-13 2,677,034,057 58,215,544 2.17 2,800,820,511 104.62
2013-14 2,813,381,750 N/A N/A N/A N/A

(1) The Levy and Collection data reflects the 1% levy allowed under Article XIIIA of the California Constitution and additional taxes
levied for voter-approved debt and special assessments. Taxes for the County, cities, schools districts, special districts and redevelopment
agencies are included in the totals.

(2) Under the Teeter Plan, participating agencies receive their full levy of current secured taxes regardless of delinquency rate, subject to
roll corrections during the year. Prior year taxes are deposited to the Teeter Plan fund.

(3) Includes current and prior years’ redemptions, penalties and interest in current secured and unsecured taxes.

Source: County Auditor-Controller

UNSECURED PROPERTY TAX ROLL®

Unsecured Property Percentage of Total Collections
Fiscal Year Tax Levy Total Collections® to Original Levy®

2002-03 $51,805,548 $48,211,472 93.06%
2003-04 56,479,231 54,911,981 97.23
2004-05 61,359,545 58,253,834 94.94
2005-06 67,010,790 65,220,783 97.88
2006-07 71,315,299 70,418,974 98.74
2007-08 79,265,231 75,566,558 95.33
2008-09 88,531,578 86,067,900 97.22
2009-10 88,118,784 88,409,527 100.33
2010-11 86,326,418 82,483,361 95.55
2011-12 83,904,478 84,157,603 100.30
2012-13 83,848,832 78,686,704 93.84
2013-14 83,522,992 78,258,769% 93.7®

(1) The Levy and Collection data reflects the 1% levy allowed under Article XIIIA of the California Constitution and additional taxes
levied for voter-approved debt and special assessments. Taxes for the County, cities, schools districts, special districts and redevelopment
agencies are included in the totals.

(2) Includes current and prior years’ redemptions, penalties and interest in current secured and unsecured taxes.

(3) Reflects partial year collections, through April 2014.

Source: County Auditor-Controller
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State legislation enacted in 1984 established the “supplemental roll,” which directs the County Assessor to re-assess
real property, at market value, on the date the property changes ownership or upon completion of new construction. Property
on the supplemental roll is eligible for billing 30 days after the reassessment and notification to the new assessee. The
resultant charge (or refund) is a one-time levy on the increase (or decrease) in value for the period between the date of the
change in ownership or completion of new construction and the date of the next regular tax roll upon which the assessment is
entered.

Supplemental roll billings are made on a monthly basis and are due on the date mailed. If mailed within the months
of July through October, the first installment becomes delinquent on December 10 and the second on April 10. If mailed
within the months of November through June, the first installment becomes delinquent on the last day of the month following
the month of billing. The second installment becomes delinquent on the last day of the fourth month following the date the
first installment is delinquent. These assessments are subject to the same penalties and default procedures as the secured and
unsecured rolls.

The following table describes the supplemental tax roll of the County for fiscal year 2003-04 through fiscal year
2013-14:

COUNTY OF RIVERSIDE
SUMMARY OF SUPPLEMENTAL ROLL
AD VALOREM PROPERTY TAXATION

FISCAL YEARS 2003-04 THROUGH 2013-14

Tax Levy for Increased Refunds for Decreased Net Supplemental Tax

Fiscal Year Assessments(--3) Assessments() ®) Levy Collections)?
2003-04 $107,873,487 $2,072,831 $105,800,656 $92,039,986
2004-05 201,364,003 2,048,421 199,315,582 151,778,352
2005-06 334,571,225 1,818,236 332,752,989 248,929,219
2006-07 344,014,168 2,948,680 341,065,488 301,767,959
2007-08 171,506,667 9,019,397 162,487,270 214,671,863
2008-09@ 60,817,712 46,478,150 14,339,562 74,316,444
2009-10 27,019,730 35,212,651 (8,192,922)® 19,632,809
2010-11 34,612,092 27,686,887 6,925,205 16,813,302
2011-12 26,497,836 18,807,091 7,690,745 17,105,095
2012-13 35,389,177 16,720,188 18,668,989 23,487,988
2013-14 49,806,425© 8,321,193©® 31,494,233© 27,988,968

(1) These figures include tax levy, refunds and collections for all districts, including the County, cities, school districts, special districts
and redevelopment agencies.

(2) Includes current and prior years’ taxes, redemption penalties and interest collected.

(3) Tax levy amounts are shown net of minimum tax less than $10 and refunds are shown net of refunds of negative supplemental taxes
less than $10.

(4) Changes from prior years due to decrease in housing values and lower transaction volume. See discussion below, following the table
of Assessed Valuation History by Category and Property Type.

(5) The negative tax levy is a result of refunds exceeding the billed amounts.

(6) From July 2013 through April 2014.

(7) From July 2013 through March 2014.

Source: County Auditor-Controller/County Treasurer and Tax Collector
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The following table sets forth the assessed valuation by category and property type for fiscal year 2009-10 through
fiscal year 2013-14:

COUNTY OF RIVERSIDE
ASSESSED VALUATION HISTORY BY CATEGORY AND PROPERTY TYPE®
FISCAL YEARS 2009-10 THROUGH 2013-14

(IN MILLIONS)
Category 2009-10 2010-11 2011-12 2012-13 2013-14
SECURED PROPERTY:
Land $ 69,917 $ 65,877 $ 64,308 $ 63,549 $ 65,635
Structures 137,292 132,431 131,516 132,077 138,000
Personal Property 906 819 836 887 878
Utilities 2.907 3.018 3.614 3.475 3.618
Total Secured $211,022 $202,145 $200,274 $199,988 $208,131
UNSECURED PROPERTY:
Land $ 2 $ 14 $ 29 $ 17 $ 13
Improvements 3,761 3,748 3,778 3,951 3910
Personal Property 4,154 4,049 3.975 3.895 3,691
Total Unsecured® $ 7917 $ 7,811 $ 7,782 $ 7,863 $§ 7,614
GRAND TOTAL $218,939 $209.956 $208,059 $207.851 $215,745

(1) Assessed valuation is reported as of July 1 of each year at 100% of full taxable value. Pursuant to Article XIIIA of the State
Constitution (Proposition 13), property is valued for tax purposes at the 1975 fair market value, adjusted annually for inflation (not to
exceed 2%). Generally, property is reassessed at fair market value upon change of ownership and for new construction.

(2) Represents total of categories set forth above; does not represent total tax roll values.

Source: County Auditor-Controller/County Assessor

Housing prices in the County declined in 2007 and 2008 and remained at the lower levels since 2009. See
“Demographic and Economic Information-Building and Real Estate Activities” herein. Assessed valuations can be reduced
as a result of an assessment appeal or an assessor-initialized reduction. Property owners can appeal their initial valuation at
the time of acquisition to establish their Proposition 13 basis. Subsequently, they may appeal the valuation under Proposition
8 to achieve a temporary reduction below the Proposition 13 value, as adjusted. The County Assessor is required under
Proposition 8 to make reductions, should declines in market values call for such reductions.

In response to the decline in the local housing market, for fiscal year 2008-09, the County Assessor proactively
reviewed all residential properties and made applicable adjustments to bring the tax roll in line with current (depressed)
values, without waiting for tax payers to file an appeal. The fiscal year 2008-09 and 2009-10 budgets incorporated these
Proposition 8 reductions. The total fiscal year 2008-09 reductions of $16.2 billion offset a majority of the value increases
recorded during the prior year. For fiscal year 2009-10, the County Assessor reviewed the values of approximately 300,000
properties, including those reduced in the prior year, and reduced total valuation by approximately $40 billion. This resulted
in a net decline in assessed valuation from the prior year of approximately 10.5%. In fiscal year 2010-11, the Assessor
proactively reviewed all residential properties purchased after January 1, 1999, which encompassed approximately 400,000
properties. This resulted in a net decline in assessed valuation from the prior fiscal year of approximately 4.25%. In fiscal
year 2011-12, the Assessor proactively reviewed all residential properties purchased after January 1, 1999, which resulted in
a 1.5% decline in assessed valuation from the prior fiscal year. In fiscal year 2012-13, the Assessor proactively reviewed all
residential properties purchased after January 1, 1999, which resulted in a 0.15% decline in assessed valuation from the prior
fiscal year. Cumulatively, assessed valuation in the County has declined 16.36% since fiscal year 2007-08 through fiscal
year 2012-13 due to the County Assessor’s proactive reviews. No additional Proposition 8 reductions are expected for Fiscal
Year 2013-14 or 2014-15, and assessed valuation in the County increased from fiscal year 2012-13 to fiscal year 2013-14 by
approximately 3.95%.
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Property Tax Appeals. The County has received assessment appeals applicable to fiscal year 2013-14 totaling
approximately $12.4 billion of assessed value. Successful appeals result in either a refund of taxes paid or a reduction to an
unpaid tax bill. A total of $2.2 billion of assessed value was reduced from the County tax roll in fiscal year 2012-13 and
fiscal year 2013-14 due to appeals, representing $22 million in general purpose taxes over the two-fiscal year period. 26% of
the fiscal year 2012-13 assessment appeals have been completed. The majority of the remaining fiscal year 2012-13
assessment appeals are expected to be completed by November 30, 2014.

The County cannot predict with certainty the outcome of the assessment appeals that have been filed but not
resolved. It is expected that the impact of the assessment appeals on the fiscal year 2014-15 budget will be determined
primarily by two components: (i) the remainder of the fiscal year 2012-13 assessment appeals still to be completed; and (ii) a
portion of the fiscal year 2013-14 and fiscal year 2014-15 assessment appeals being completed during fiscal year 2014-15.

Teeter Plan

In 1993, the County adopted the alternative method of secured property tax apportionment available under Chapter
3, Part 8, Division 1 (commencing section 4701) of the Revenue and Taxation Code of the State (also known as the “Teeter
Plan”). This alternative method provides for funding each taxing entity included in the Teeter Plan with its total secured
property taxes during the year the taxes are levied, including any amount uncollected at fiscal year end. Under this plan, the
County assumes an obligation under a debenture or similar demand obligation to advance funds to cover expected
delinquencies, and, by such financing, its General Fund receives the full amount of secured property taxes levied each year
and, therefore, no longer experiences delinquent taxes. In addition, the County’s General Fund benefits from future
collections of penalties and interest on all delinquent taxes collected on behalf of participants in this alternative method of
apportionment. The penalties and interest, net of financing costs, are a substantial source of income for the County.

Upon adopting the Teeter Plan in 1993, the County was required to distribute to participating local agencies 95% of
the then-accumulated secured roll property tax delinquencies and place the remaining 5% in the tax losses reserve fund, as
described below. Taxing entities that maintain funds in the County Treasury are all included in the Teeter Plan; other taxing
entities may elect to be included in the Teeter Plan. Taxing entities that do not elect to participate in the Teeter Plan will be
paid as taxes are collected. In fiscal year 2013-14, approximately 55.3% of all taxing entities within the County participated
in the Teeter Plan.

Pursuant to the Teeter Plan, the County is also required to establish a tax losses reserve fund to cover losses which
may occur in the amount of tax liens as a result of special sales of tax defaulted property (i.e., if the sale price of the property
is less than the amount owed). The amount required to be on deposit in the tax losses reserve fund is, at the election of the
County, one of the following amounts: (1) an amount not less than 1% of the total amount of taxes and assessments levied on
the secured roll for a particular year for entities participating in the Teeter Plan, or (2) an amount not less than 25% of the
total delinquent secured taxes and assessments calculated as of the end of the fiscal year for entities participating in the Teeter
Plan. The County’s tax losses reserve fund will be fully funded, in accordance with the County’s election to be governed by
the first alternative, and this amount has consistently been sufficient to provide for any tax losses. Accordingly, any
additional penalties and interest that otherwise would be credited to the tax losses reserve fund are credited to the County’s
General Fund.

Funding for the County’s on-going obligations under the Teeter Plan was completed through the sale, in October
2013, of County of Riverside Teeter Obligation Tax-Exempt Notes, Series D (the “D Notes”) in the amount of approximately
$118.1 million and the County of Riverside Teeter Obligation Taxable Notes, Series E (the “Series E Notes” and together
with the D Notes, the “Notes”) in the amount of approximately $1.6 million. The proceeds of the Notes refunded the
outstanding County of Riverside 2012 Teeter Obligation Notes, Series D originally issued in the amount of $142.8 million,
funded an advance of unpaid property taxes for agencies participating in the Teeter Plan, and made payments to the Cities of
Riverside and Eastvale to acquire such cities’ prior year tax receivables as new participants in the Teeter Plan. The Notes
funded approximately $44.2 million representing fiscal year 2012-13 delinquent property taxes and approximately $75.5
million representing prior years’ delinquent property taxes. The Notes mature on October 15, 2014. The County’s General
Fund is pledged to the repayment of the Notes in addition to the pledge of the delinquent taxes in the event that delinquent
taxes collected are not sufficient to repay the Notes.
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Largest Taxpayers

The following table shows the 25 largest taxpayers by individual tax levied in the County for fiscal year 2013-14:

COUNTY OF RIVERSIDE
TWENTY-FIVE LARGEST TAXPAYERS IN FISCAL YEAR 2013-14
COMBINED TAX ROLLS®
TOTAL TAXES PERCENTAGE OF
TAXPAYER LEVIED TOTAL TAX CHARGE

Southern California Edison Company $27,265,175.94 0.92%
CPV Sentinel LLC 8,528,247.00 0.29
Verizon California Inc. 7,444,694.48 0.25
Southern California Gas Company 6,643,752.25 0.22
Inland Empire Energy Center, LLC 4,724,552.80 0.16
Walgreen Co. 3,047,025.73 0.10
Tyler Mall Ltd. Partnership 2,985,659.56 0.10
Time Warner Cable Pacific West LLC 2,923,122.40 0.10
Lowes HIW Inc. 2,739,694.02 0.09
Target Corp. 2,655,141.13 0.09
Chelsea GCA Realty Partnership 2,600,909.58 0.09
Costco Wholesale Corp. 2,594,866.65 0.09
Wal Mart Real Estate Business Trust 2,581,516.60 0.09
KB Home Coastal Inc. 2,565,084.35 0.09
Federal National Mortgage Association 2,538,809.20 0.09
Roripaugh Valley Restoration 2,502,491.44 0.08
Standard Pacific Corp. 2,462,304.49 0.08
Abbott Vascular Inc. 2,418,560.79 0.08
Blythe Energy, LLC 2,416,881.60 0.08
Nestle Waters North America, Inc. 2,272,728.64 0.08
Ross Dress For Less, Inc. 2,227,547.50 0.08
Health Care REIT 2,137,448.36 0.07
Richmond American Homes of Maryland Inc. 2,096,973.02 0.07
Fresh & Easy Neighborhood Market, Inc. 2,067,061.87 0.07
Palm Desert Funding Co. 2,066,948.04 0.07
Total $104.327,197.43 3.52%
Total Tax Charge for 2013-14 $2,966,469,758.95

(1) Includes secured, unsecured and State-assessed property.

Source: County Treasurer and Tax Collector
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The 10 largest property owners in the County by assessed value for all properties, for the fiscal year 2014-15 are
shown below:

COUNTY OF RIVERSIDE
TEN LARGEST PROPERTY OWNERS IN FISCAL YEAR 2014-15
BY ASSESSED VALUE
ASSESSEE ASSESSED VALUE

Eisenhower Memorial Hospital $ 362,181,082
Kaiser Foundation Hospital 314,501,977
Walgreen Co. 262,378,841
Time Warner Cable Pacific West LLC 252,013,048
Abbott Vascular Inc. 234,075,384
Target Corp. 226,121,225
Kaiser Foundation Health Plan Inc. 218,097,077
Lowes HIW Inc. 215,047,054
Costco Wholesale Corp. 214,356,553
Ross Dress For Less Inc. 202,322,179

Subtotal $ 2,501,094,420
All Others 210,474,446,454

Total $212,975,540,874 (O

(1) Excludes State assessed property. Does not reflect any applicable exemptions.

Source: County Assessor
Other Taxing Entities

The County does not retain all of the property taxes it collects for its own purposes. The bulk of the funds collected
are disbursed to other agencies. For fiscal year 2012-13, the County retained approximately 12.23% of the total amount
collected (and is budgeted to retain 12.23% in fiscal year 2013-14). The remainder is distributed according to State law
(AB 8), which established a tax-sharing formula, and State redevelopment law (See “-Redevelopment Agencies” below).
Taxes levied for the purpose of repaying general obligation debt, special taxes and assessments are passed on in their entirety,
less any allowable collection charges.

Redevelopment Agencies

The California Community Redevelopment Law (Health and Safety Code Section 33000 et seq.) authorized the
redevelopment agency of any city or county to issue bonds payable from the allocation of tax revenues resulting from
increases in assessed valuation of properties within the designated project areas. In effect, local taxing authorities other than
the redevelopment agency realize tax revenues on a portion of the taxes generated in a project area including: 1) on the
“frozen” tax base; 2) for project areas adopted prior to January 1, 1994, local taxing authorities may receive an additional
amount based on any negotiated agreements with redevelopment agencies to receive a share of tax increment proceeds; and,
3) for project areas adopted after January 1, 1994, local taxing authorities receive a pass-through payment based on statutory
rules pursuant to section 33607.5 of the California Health and Safety Code. The net effect of the formation of a
redevelopment area is to redistribute tax revenues away from the AB 8 formula. Redevelopment agencies generally receive
the majority of the taxes to be allocated. Other taxing entities may receive a portion of the tax revenue pursuant to
agreements negotiated with the redevelopment agency.
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The following table summarizes the community redevelopment agencies’ frozen base value, full cash value
increments, and total tax allocations.

COUNTY OF RIVERSIDE
COMMUNITY REDEVELOPMENT AGENCIES’
FROZEN BASE VALUE, FULL CASH VALUE INCREMENTS
AND TOTAL TAX ALLOCATIONS
FISCAL YEARS 2002-03 THROUGH 2013-14

Full Cash Value
Fiscal Year Frozen Base Value Increments(!) Total Tax Allocations®
2002-03 $11,061,415,310 $26,977,389,195 $271,878,884

2003-04 11,384,632,277 30,660,791,085 308,514,347
2004-05 12,271,092,108 34,974,969,456 352,904,769
2005-06 14,682,893,563 42,414,898,724 427,668,011
2006-07 14,555,513,591 52,411,876,802 529,173,451
2007-08 15,259,109,791 62,845,258,807 634,701,584
2008-09 15,257,041,079 66,803,157,176 673,622,251
2009-10 15,256,883,605 62,342,584,603 630,001,609
2010-11 15,980,487,099 58,188,212,570 586,318,387
2011-12 16,272,503,279 56,687,373,841 598,655,064
2012-13 16,352,697,201 56,178,718,338 594,476,134
2013-14® 16,352,697,201 58,677,226,297 688,683,052

(1) Full cash value for all redevelopment projects (including County projects) above the “frozen” base year valuations. This data
represents growth in full cash values generating tax revenues for use by the community redevelopment agencies.

(2) Actual cash revenues collected by the County and available to community redevelopment agencies, subject to debt limitation and
certain negotiated agreements with taxing entities for a share of the property tax increment.

(3) Includes general purpose and debt; excludes negative increment.

(4) Based on County estimate of increment of assessed value for the community redevelopment agencies for fiscal year 2013-14.

Source: County Auditor-Controller

Legislation enacted as part of the State’s 2011 Budget Act (“ABx1 26”) eliminated redevelopment agencies, with
formal dissolution having taken place on February 1, 2012. The County had previously formed a redevelopment agency with
project areas in 45 unincorporated communities. In accordance with ABx1 26, the County redevelopment agency dissolved
on February 1, 2012 and the County’s Board of Supervisors is acting as the successor agency to the County’s redevelopment
agency. At the time of its dissolution, the County redevelopment agency had a total land area of 82,334 acres, a base year
assessed value, including State-owned land, of $3,971,824,734, and a 2011-12 assessed value of 8,266,787,927. In fiscal
year 2011-12, the pass-through payment to the County’s general fund from the County’s redevelopment agency totaled
$1,600,442.73, and was offset in its entirety pursuant to Health and Safety Code Section 33607.5. As a consequence of the
dissolution of redevelopment agencies, the County no longer receives pass-through payments from the County
redevelopment agency, but these amounts were relatively modest and are largely offset by the County’s receipt of its tax
allocation under the AB 8 formula. As the result of the dissolution, the County is receiving a share of residual,
unencumbered low and moderate housing and other asset funding. As of March 2014, the County received approximately $9
million in such funds in the current fiscal year.

In fiscal year 2013-14, the County estimates that it will receive approximately $81 million in pass-through payments
pursuant to agreements with various city redevelopment agencies, and is projecting that it will receive approximately $85
million in pass-through payments in fiscal year 2014-15. Pursuant to ABx1 26 and its following clarifying legislation, the
County’s negotiated pass-through agreements with these redevelopment agencies remain in full force and effect as
enforceable obligations of the successor entity to each such redevelopment agency.
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Financial Statements and Related Issues

The County’s accounting policies used in preparation of its audited financial statements conform to generally
accepted accounting principles applicable to counties. The County’s governmental funds and fiduciary funds use the
modified accrual basis of accounting. This system recognizes revenues in the accounting period in which they become
available and measurable. Expenditures, with the exception of unmatured interest on general long-term debt, are recognized
in the accounting period in which the fund liability is incurred. Proprietary funds use the accrual basis of accounting, and
revenues are recognized in the accounting period in which they are earned and become measurable, while expenses are
recognized in the period during which they are incurred.

The State Government Code requires every county to prepare an annual financial report. The County Auditor-
Controller prepares the “Annual Financial Report of the County of Riverside.” Under the U.S. Single Audit Act of 1984 and
State law, independent audits are required on all operating funds under the control of the Board of Supervisors and must be
conducted annually. The County’s financial statements for fiscal year 2012-13 were audited by Brown Armstrong Certified
Public Accountants. See APPENDIX B — “THE COUNTY OF RIVERSIDE AUDITED FINANCIAL STATEMENTS FOR
THE FISCAL YEAR ENDED JUNE 30, 2013.”

The County adopted the provisions of GASB Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments during fiscal year 2001-02. This statement affects the manner in
which the County records transactions and presents financial information. GASB Statement No. 34 establishes new
requirements and a new reporting model for the annual financial reports of state and local governments. GASB Statement
No. 34 requires that financial statements be accompanied by a narrative introduction and analytical overview of the County’s
financial activities in the form of “management’s discussion and analysis” (MD&A). In addition, the reporting model
established by GASB Statement No. 34 includes financial statements prepared using full accrual accounting for all of the
County’s activities. This approach includes not just current assets and liabilities, but also capital and other long-term assets
as well as long-term liabilities. The reporting model features a statement of net assets and a statement of activities. The
statement of net assets is designed to display the financial position of the government. The County reports all capital assets,
including infrastructure assets, in the government-wide statement of net assets and reports depreciation expense in the
statement of activities. The statement of activities reports expenses and revenues in a format that focuses on the cost of each
of the County’s functions. The expense of individual functions is compared to the revenue generated directly by the function.
Accordingly, the County has recorded other long-term assets and liabilities in the statement of net assets, and has reported all
revenues and the cost of providing services under the accrual basis of accounting in the statement of activities. For further
information on GASB Statement No. 34 and other changes in significant accounting policies, see Note 1 of the Notes to
Basic Financial Statements, June 30, 2013, which are included in APPENDIX B — “THE COUNTY OF RIVERSIDE
AUDITED FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED JUNE 30, 2013.”
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COUNTY OF RIVERSIDE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN UNRESERVED FUND BALANCES - GENERAL FUND
FISCAL YEARS 2008-09 THROUGH 2012-13

(In Thousands)
2008-09 2009-10 2010-11 2011-12 2012-13
BEGINNING FUND BALANCE $481,776 $372,121 $386,486 $343,562 $336,598
REVENUES
Taxes 274,480 229,631 221,807 216,746 246,144
Licenses, permits and franchises 19,840 16,724 18,187 17,648 16,442
Fines, forfeiture sand penalties 107,147 112,813 93,528 88,979 85,241
Use of money and property—Interest 33,414 12,197 8,196 4,740 1,676
Use of money and property—
Rents and concessions 3,157 3,936 3,669 3,798 3,670
Government Aid—State 908,334 820,432 856,327 931,652 1,000,545
Government Aid-Federal 472,210 504,605 490,088 475,221 478,791
Governmental Aid-Other 95,812 89,312 82,147 80,332 81,169
Charges for current services 364,649 367,249 369,780 354,451 374,750
Other revenues 36,149 30,670 37,654 40,852 26,253
TOTAL REVENUES $2,315,192  $2,187,569 $2,181,383  $2,214,419  $2,315,681
EXPENDITURES
General government $146,816 $130,516 $109,146 $127,195 $103,895
Public protection 1,062,437 1,005,679 1,025,584 1,010,999 1,043,017
Public ways and facilities 4,378 - - - -
Health and sanitation 382,588 333,068 345,649 369,165 388,325
Public assistance 719,328 712,353 731,017 719,670 735,057
Education 675 551 548 579 564
Recreation and cultural 230 312 364 324 346
Capital Outlay 22,746 31,018 8,321 2,671 1,721
Debt service 22,501 21,876 24,829 21,426 19,576
TOTAL EXPENDITURES $2,361,699  $2,234,373 $2,245,458  $2,252,029  $2,292,501
Excess (deficit) of revenues over (under)
expenditures (46,507) (47,804) (64,075) (37,610) 23,180
OTHER FINANCING SOURCES (USES)
Transfer from other reserves $99.,825 $168,833 $106,047 $123,587 $92,297
Transfer to other funds (185,719) (132,682) (93,217) (98,045) (96,547)
Capital Leases 22,746 31,018 8,321 2,671 1,721
Total other Financing Sources (Uses) $(63,148) $62,169 $21,151 $28,213 (2,529)
NET CHANGE IN FUND BALANCES $(109,655) $14,365 $(42,924) $(9,397) $20,651
FUND BALANCE, END OF YEAR® $372,121 $386,486 $343,562 $336,598 $357,249

(1) As ofJune 30, 2011, the County’s financial statements reported fund balance in accordance with GASB Statement No. 54, which
establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed upon the use of the resources reported in governmental funds.

Source: County Auditor-Controller.
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COUNTY OF RIVERSIDE
GENERAL FUND BALANCE SHEETS
AT JUNE 30, 2009 THROUGH JUNE 30, 2013

ASSETS:

Cash & Marketable Securities

Taxes Receivable
Accounts Receivable
Interest Receivable
Advances to Other Funds
Due from Other Funds

Due from Other Governments

Inventories

Prepaid items

Restricted Assets
Total Assets

LIABILITIES:
Accounts Payable
Salaries & Benefits Payable
Due To Other Funds
Due to Other Governments
Deferred Revenue
Deposits Payable

Advances from grantors and third

parties
Total Liabilities

FUND BALANCE:(®"
Nonspendable
Restricted
Committed
Assigned
Unassigned
Reserved
Unreserved

Fund Balance

Total Liabilities and Fund Balance

(In Thousands)
2009 2010 2011
$150,728 $122,902 $160,887
46,813 27,714 17,790
31,150 8,468 12,771
3,315 2,091 1,119
0 0 3,692
19,110 25,353 18,787
250,144 263,240 276,656
2,132 1,941 1,564
3,720 888 277
252,084 296,543 283,095
$759,196 $749,140 777,638
$ 68,560 $ 57,236 $ 84,116
88,184 46,376 50,374
0 2,155 2,639
47,579 35,161 34,550
180,777 218,676 260,343
1,975 3,050 2,054
$387,075 $362,654 $434,076
$ 2214
98,552
50,097
3,463
189,236
$ 91,196 $ 90,374
280,925 296,112
$372,121 $386,486 $343,562
$759,196 $749,140 $777,638

2012 2013
$151,845 $128,655
14,046 10,931
9,196 9,167
643 687
3,342 3,342
14,227 9,071
328,817 308,532
1,187 2,059
298 818
299.673 307.452
823,274 $780,714
$75,996 $24,234
57,391 57,519
1,466 9,190
40,804 23,377
311,003 66,855
16 19
- 242271
$486,676 $423,465
$ 1,834 $ 3,247
101,651 101,440
52,439 42,183
8,674 10,460
171,910 199,919®
$336,598 $357,249
$823.274 $780,714

(1) Asof June 30, 2011, the County’s financial statements reported fund balance in accordance with GASB Statement No. 54, which
establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound to observe

constraints imposed upon the use of the resources reported in governmental funds.

(2) Annual fluctuations are due mainly to fluctuation in tax revenue, general government expenditures, interest earnings and State

allocations.

Source: County Auditor-Controller
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COUNTY OF RIVERSIDE
GENERAL FUND BALANCES
AT JUNE 30, 2006 THROUGH JUNE 30, 2013

(In Thousands)

Reserved Unreserved Total
2006 $100,436 $346,482 $446,918
2007 88,233 482,731 570,964
2008 84,466 394,302 478,768
2009 91,196 280,925 372,121
2010 90,374 296,112 386,486

Nonspendable Restricted Committed Assigned Unassigned Total
2011M $2,214 $98,552 $50,097 $3,463 $189,236 $343,562
2012 1,834 101,651 52,439 8,764 171,910 336,598
2013 3,247 101,440 42,183 10,460 199,919 357,249

(1) Asof June 30, 2011, the County’s financial statements reported fund balance in accordance with GASB Statement No. 54, which
establishes fund balance classifications that comprise a hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed upon the use of the resources reported in governmental funds.

Source: County Auditor-Controller
Short-Term Obligations of County

In June 2013, the County issued its 2013-14 Tax and Revenue Anticipation Note (the “2013-14 TRAN”) in the
principal amount of $250,000,000 to provide funds to meet the County’s fiscal year 2013-14 general fund expenditures,
including current expenses, capital expenditures and prepayment of pension plan contributions. $125,000,000 of the 2013-14
TRAN remains outstanding and is due on June 30, 2014. The TRAN is payable from taxes, income, revenues, cash receipts
and other moneys of the County attributable to the County’s 2013-14 fiscal year which are legally available for the payment
thereof. The County has issued tax and revenue anticipation notes annually for over twenty consecutive years with timely
repayment. The County expects to issue a tax and revenue anticipation note in June 2014 in the principal amount of
$250,000,000 to provide funds to meet the County’s fiscal year 2014-15 general fund expenditures.

Long-Term Obligations of County

Since its formation in 1893, to the best knowledge of County officials, the County has never failed to pay the
principal of or interest on any of its bonded indebtedness. As of April 1, 2014, the County had $711,859,868 in direct
general fund obligations and $334,515,000 in pension obligation bond indebtedness, as reflected in the following table, and
has no authorized but unissued general obligation debt. Set forth below is an estimated direct and overlapping debt report as
of April 1, 2014.
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COUNTY OF RIVERSIDE

ESTIMATED DIRECT AND OVERLAPPING OBLIGATIONS

(AS OF APRIL 1, 2014)

2013-14 Assessed Valuation: $213,210,306,282 (includes unitary utility valuation)

OVERLAPPING TAX AND ASSESSMENT DEBT:
Metropolitan Water District
Community College Districts
Unified School Districts
Perris Union High School District
Elementary School Districts
City of Riverside
Eastern Municipal Water District Improvement Districts
Riverside County Flood Control, Zone 3-B Benefit Assessment District
San Gorgonio Memorial Hospital District
Community Facilities Districts
Riverside County 1915 Act Bonds
City and Special District 1915 Act Bonds (Estimated)
TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT

DIRECT AND OVERLAPPING GENERAL FUND DEBT:
Riverside County General Fund Obligations
Riverside County Pension Obligations
Riverside County Board of Education Obligations
School Districts General Fund and Lease Tax Obligations
City of Corona General Fund Obligations
City of Moreno Valley General Fund Obligations
City of Indio General Fund Obligations
City of Palm Springs Certificates of Participation and Pension Obligations
City of Riverside Certificates of Participation
City of Riverside Pension Obligations
Other City General Fund Obligations
Other Water District Certificates of Participation
Other Special District Certificates of Participation
TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT
Less: Riverside District Court Financing Corporation (100% supported
from U.S. General Services Administration)
City of Corona Certificates of Participation supported by waste water revenues
TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT

OVERLAPPING TAX INCREMENT DEBT (Successor Agencies):

GROSS COMBINED TOTAL DEBT
NET COMBINED TOTAL DEBT

(1) Excludes issue to be sold.

% Applicable Debt 4/1/14
6.146% $ 8,129,622
1.173-99.999 547,985,598
1.300-100. 2,193,734,769
100. 83,862,260
100. 64,028,611
100. 14,295,000
100. 38,015,000
100. 1,705,000
100. 107,980,000
50.225-100. 2,739,616,127
100. 2,660,000
100. 219,691,373
$6,021,703,360
100. % $ 711,859,868
100. 334,515,000
100. 2,700,000
1.300-100. 456,507,228
100. 55,118,208
100. 69,686,500
100. 40,165,000
100. 157,890,828
100. 198,764,392
100. 122,005,000
100. 80,281,600
100. 65,747
100. 2,640,000
$2,232,199,371
10,102,258
1,515,000

$2,220,582,113
$2,746,999,812

$11,000,902,543
$10,989,285,285

(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital lease obligations.

Ratios to 2013-14 Assessed Valuation:
Overlapping Tax and Assessment Debt...........cceereririreneineneieeens 2.82%

Combined Gross Direct Debt ($1,046,374,868) 0.49%
Combined Net Direct Debt ($1,036,272,610) 0.49%
Gross Combined Total Debt.........ccoovivvieieiiiiiiiciecececeeeeeee e 5.16%
Net Combined Total Debt..........c.ooovieiieiiiiieieeeeeeeeeeeeeeeeee e 5.15%

Ratios to Successor Agency Redevelopment Incremental Valuation ($58.479,843,303):
Total Overlapping Tax Increment Debt............ccoeveiverinnineneieens 4.70%

Source: California Municipal Statistics, Inc. The County has not verified the accuracy of the information provided.
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Lease Obligations

The County has used nonprofit corporations and joint powers authorities to finance certain public facilities through
the issuance of lease obligations. Pursuant to these arrangements, a nonprofit corporation or joint powers authority constructs
or acquires facilities with the proceeds of lease revenue obligations which are then leased to the County. Upon expiration of
the lease, title to the facilities vests in the County.

As of April 1, 2014, the County’s current outstanding lease obligations total $708,448,467. The County’s annual
lease obligation is approximately $83,313,894 and the maximum annual lease payment is $93,896,364. In addition, in the
fall of 2014, the County plans to finance the construction of the East County Detention Center with proceeds of lease revenue
bonds in an aggregate principal amount of approximately $250,000,000.

The following table summarizes the County’s outstanding lease obligations and the respective annual lease
requirements as of April 1, 2014.
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COUNTY OF RIVERSIDE
SUMMARY OF LEASE RENTAL OBLIGATIONS
(PAYABLE FROM THE COUNTY'S GENERAL FUND)
(AS OF APRIL 1, 2014)

Final Original
Maturity Lease Obligations Annual
Year Amount Outstanding Base Rental"

Riverside County Public Facilities Project 1985 Certificates of Participation — Type I 2015 $148,500,000 $28,000,000 $13,417,318@
Riverside County Hospital Project, Leasehold Revenue Bonds:

1993 Series A and B 2014 149,060,000 7,475,000

1997 Series A 2026 41,170,073 38,136,209

1997 Series C 2019 3,265,000 3,265,000

2012 Series A and B® 2019 90,530,000 90,530,000 19,880,794
County of Riverside 1990 Taxable Variable Rate Certificates of Participation (Monterey Avenue) 2020 8,800,000 4,400,000 814,000®
Riverside County Palm Desert Financing Authority Lease Revenue Bonds

2008 Series A 2022 72,445,000 56,655,000 8,263,100
County of Riverside Certificates of Participation (Historic Courthouse Project):

2003 Series A9 2033 13,190,000 10,900,000 868,495

2005 Series B® 2027 22,610,000 18,025,000 1,575,575
County of Riverside Court Financing Corporation Certificates of Participation (Bankruptcy
Courthouse Acquisition Property) 4 2027 18,000,000 7,290,000 1,448,247
County of Riverside Certificates of Participation (2009 Larson Justice Center Refunding) 2021 36,100,000 18,800,000 2,562,425
Riverside District Court Financing Corporation (United States District Court Project):

Series 1999 2020 24,835,000 9,647,258

Series 2002 2020 925,000 455,000 1,821,7487
County of Riverside Leasehold Revenue Bonds (Southwest Justice Center Project)

2008 Series A® 2032 78,895,000 78,895,000 4,067,037
County of Riverside Refunding Certificates of Participation (Capital Facilities Project) 2003
Series B? (14 2018 8,685,000 1,830,000 404,703
County of Riverside Certificates of Participation (2005 Series A Capital Improv and Family Law
Court Refunding Project) % 2036 51,655,000 43,335,000 3,392,425
County of Riverside Certificates of Participation (2006 Series A Capital Improvement Projects) 2037 34,675,000 30,780,000 2,163,069
County of Riverside Certificates of Participation (2007A Public Safety Commission Project) 2022 111,125,000 40,395,000 11,108,125
County of Riverside Southwest Communities Financing Authority Lease Revenue Bonds, Series
2008 A 2038 15,105,000 14,340,000 1,153,555
County of Riverside Certificates of Participation (2009 Public Safety Communication and
Woodcrest Library Refunding Projects) " 2040 45,685,000 43,345,000 1,910,700
County of Riverside Monroe Park Building 2011 Lease Financing 2020 5,535,000 4,160,000 681,866
County of Riverside Certificates of Participation (2012 County Administrative Center Refunding
Project) (1 2031 33,360,000 31,680,000 2,513,438
County of Riverside Public Financing Authority (2012 Lease Revenue Refunding Bonds)!'¥ 2033 17,640,000 16,995,000 1,387,475
County of Riverside Leasehold Revenue Bonds (2013 Series A Public Defender/Probation Bldg
and Riverside County Technology Solution Center Projects) 2043 66,015,000 66,015,000 2,579,026
Riverside Community Properties Development, Inc. Lease Revenue Bonds (2013 Riverside
County Law Building Project) 2044 44,380,000 44,380,000 1,300,773
TOTAL $1.142,185.073 $708.448.467 $83.313,894

(1)  Annual base rental for fiscal year 2013-2014 unless otherwise noted.

(2) Annual base rental estimated at assumed interest rate of 5% per annum. The average interest rate for the twelve-month period ending April, 22, 2013 was approximately
0.14%.

(3) Total annual base rental for Riverside County Hospital Project, Leasehold Revenue Bonds. The 2012 Series A and B Bonds refunded the 1997 B Bonds. A portion of the
proceeds of the 2012 Bonds was used to redeem the 1997 B Bonds and the remaining proceeds will be used to pay for improvements of the Medical Center Campus.

(4)  Annual base rental estimated at assumed interest rate of 9%. The average interest rate for the twelve-month period ending April 20, 2013 was approximately 0.21%.

(5)  The 2005 Series B Historic Courthouse Refunding Project refunded the 1997 Historic Courthouse Project.

(6) The 2009 Larson Justice Center Refunding Project Refunded the 1998 Larson Center Refunding Project.

(7)  Total annual base rental for Riverside District Court Financing Corporation (United States District Court Project).

(8) The 2008 Series A refunded the 2000 Series B SWIC Project.

(9)  The 2003 Series B refunded the 1993 Master Refunding Project.

(10) A portion of the proceeds of the 2005 Series A Certificates was used to prepay all of the County of Riverside Certificates of Participation (Family Law Court Project).
(11) The 2009 Public Safety Communication and Woodcrest Library Refunding Project refunded the 2007B Public Safety Communication Refunding Project and the 2006 Capital
Appreciation Notes.

(12) The 2012 County Administrative Refunding Project refunded the 2001 County Administrative Annex Project.

(13) The 2012 Public Financing Authority Lease Revenue Refunding Bonds refunded the 2003 A Palm Desert Financing Authority Lease Revenue Bonds.

(14) The County will refund the County of Riverside Court Financing Corporation (Bankruptcy Courthouse Acquisition Property), County of Riverside Certificates of
Participation (Historic Courthouse Project) 2003 Series A and the County of Riverside Court Financing Corporation Certificates of Participation (Bankruptcy Courthouse
Acquisition Property) on June 5, 2014 with proceeds of the Series 2014 Bonds.

Source: County Executive Office
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Interest Rate Swap Agreements

The County adopted a written interest rate swap policy (the “Swap Policy”) establishing the guidelines for the use of
management of interest rate swaps as a method of lowering financing costs and reducing the risks associated with
fluctuations in interest rates. The Swap Policy is reviewed annually to provide the appropriate internal framework to ensure
that consistent objectives, practices, controls and authorizations are maintained to minimize the County’s risk related to its
debt portfolio.

Simultaneously with the issuance of the County’s Leasehold Obligation Bonds (Southwest Justice Center
Refunding) 2008 Series A, the County entered into an amended and restated interest rate swap agreement with a notional
amount of $76,300,000. The interest rate swap agreement was novated in January 2012 to substitute Wells Fargo Bank, N.A.
as the new counterparty (the “Counterparty”). Under the swap agreement the County has an obligation to pay the
Counterparty a fixed rate of 5.155 percent and the County receives 64 percent of one month LIBOR from the Counterparty.
The bonds and the related swap agreement mature on November 1, 2032. The Counterparty was rated Aa3 by Moody’s, AA-
by Standard & Poor’s and AA- by Fitch as of March 2014. Downgrade provisions specify that if the long-term senior
unsecured debt rating of the Counterparty is withdrawn, suspended or falls below BBB (in the case of S&P) or Baa2 (in the
case of Moody’s), the County or the party so downgraded is required to post collateral in the amount of its exposure. If the
swap agreement is terminated and, at the time of such termination, the fair market value of the swap agreement was negative,
the County would be liable to the Counterparty for a termination payment equal to the swap’s fair market value. As of April
30, 2014, the swap agreement had a negative fair market value of approximately $25.2 million (based on the quoted market
price from the Counterparty at such date).

The County’s regularly scheduled swap payments are insured by Assured Guaranty Corp. The swap agreement
provides that if an “Insurer Event” occurs, whereby the insurer fails at any time to have one out of two of the following
ratings: (i) a claims-paying ability rating of “A-" or higher from S&P, or (ii) a financial strength rating of “A3” or higher
from Moody’s, and only in the event that the County’s ratings have also been downgraded to below the threshold level of
Baa2 from Moody’s and BBB from S&P, the County would be required, within one business day of receiving a notice from
the Counterparty, to either (A) provide an alternate credit support document acceptable to the Counterparty from a credit
support provider with a claims paying ability rating of at least “AA-“ from S&P and a financial strength rating of at least
“Aa3” from Moody’s or an unenhanced rating on its unsecured unsubordinated long-term debt of at least “Aa-* from S&P
and at least “Aa3” from Moody’s, or (B) give notice to the Counterparty that it will thereafter be subject to the ISDA Credit
Support Annex as both a Secured Party and a pledgor in accordance with the terms of such ISDA Credit Support Annex. As
of March 2014, Assured Guaranty Corp. had a rating of “AA” by S&P and “A3” from Moody’s. An explanation of the
significance of the above ratings may be obtained from the applicable rating agency.
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Employees

A summary of the County’s employment levels are reflected for the past ten years.

COUNTY OF RIVERSIDE
REGULAR EMPLOYEES
2004 THROUGH 2014

Year Regular Employees"
2004 14,862
2005 14,852
2006 15,832
2007 17,584
2008 18,912
2009 18,013
2010 17,671
2011 17,764
2012 17,815
2013 18,728
2014® 18,600

(1) As of December 31st of each year. Excludes temporary and per diem employees.
(2) AsofMarch 31, 2014.

Source: County Human Resources Department

County employees comprise 12 bargaining units, plus another 7 unrepresented employee groups. The bargaining
units are represented by six labor organizations. The two largest of these organizations are Service Employees International
Union, Local 721 (“SEIU”) and the Laborers International Union of North America (“LIUNA”), which represent
approximately 72% of all County employees in a variety of job classifications. Salary, benefits and personnel items for
management, confidential and other unrepresented employees which are exempt from collective bargaining, are governed by
a County Resolution and Ordinance for personnel matters.

The County’s non-management law enforcement employees (non-management), are represented by the Riverside
Sheriffs” Association (“RSA”). Management employees of the law enforcement group are represented by the Riverside
County Law Enforcement Management Unit (“LEMU”). The public defenders, County Counsel and prosecuting attorneys of
the District Attorney’s Office are represented by the Riverside County Deputy District Attorneys Association (“RCDDAA”).

The County is currently subject to long-term agreements with all of its represented bargaining units. Most of the
agreements cover a four to five year period, with the longest agreement ending in June 2017.

Retirement Program

General. The County provides retirement benefits to all regular County employees through its contract with
California Public Employees’ Retirement System (“PERS”), a multiple-employer public sector employee defined benefit
pension plan. The retirement plan, as amended, provides coverage for eligible employees in the Miscellaneous Plan (herein
defined) with PERS and Social Security, and coverage in lieu of Social Security for Safety members. PERS provides service
and disability retirement benefits, annual cost-of-living adjustments and death benefits to PERS members and beneficiaries.
The retirement benefits are based on years of service, age and the average monthly qualifying wages during the highest single
year of employment. The benefit for members is the product of the benefit factor (based on age), years of service, and final
compensation. Due to recent pension reform changes, the County’s retirement plans now include three tiers level formulas
for benefits. For Miscellaneous members who qualify based on their date of hire for Tier I benefits, the benefit factor ranges
from 2% at age 50 to 3% at age 60 and beyond. For Safety members who qualify based on their date of hire for Tier I
benefits, the benefit factor is 3% at age 50 and beyond. The plan also provides for cost-of-living adjustments of up to 2% per
year after retirement. For further information on the County’s pension obligations, see Note 18 of the Notes to Basic
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Financial Statements, June 30, 2013, which are included in APPENDIX B — “THE COUNTY OF RIVERSIDE AUDITED
FINANCIAL STATEMENTS FOR THE FISCAL YEAR ENDED JUNE 30, 2013.”

In 2003, the County established the Pension Advisory Review Committee (“PARC”). The purpose of PARC is to
develop a better institutional understanding of the County’s pension plans, currently managed by PERS and to advise the
Board of Supervisors on important matters concerning the plans. PARC reports annually to the Board of Supervisors on the
performance of the plans and evaluates strategies to address appropriate funding of the plans.

In April 2011, the Board of Supervisors approved a second tier (“Tier 11”’) level of benefits for new Miscellaneous
and Safety employees. The County implemented Tier II on August 23, 2012 for employees first employed by the County
after that date. The retirement benefit calculation is based on years of service, age, and the average monthly qualifying wages
during the highest three consecutive years of employment. The Tier II benefits for Miscellaneous Plan members ranges from
1.092% at age 50 to 2.418% at age 63 and beyond. For Safety Plan members, the Tier II benefits range from 2% at age 50 to
2.7% at 55 and beyond. The plans also provide for cost-of-living adjustments of up to 2% per year after retirement.

On September 12, 2012, Governor Brown signed Assembly Bill 340, creating the Public Employees’ Pension
Reform Act (“PEPRA”) and amending certain sections of the County Employees Retirement Act of 1937 (the “1937 Act”).
Among other things, PEPRA creates a new benefit tier for new employees/members entering public agency employment and
public retirement system membership for the first time on or after January 1, 2013. The new tier (“Tier III”’) has a single
general member benefit formula and three safety member benefit formulas that must be implemented by all public agency
employers unless the formula in existence on December 31, 2012 has both a lower normal cost and lower benefit factor at
normal retirement age. PEPRA requires that all new employees/members, hired on or after January 1, 2013, pay at least 50%
of the normal cost contribution. Tier III benefits are set at 2% at 62 for Miscellaneous members and at 2.7% at 57 for Safety
members. The normal cost contribution is the contribution set by the retirement system’s actuary to cover the cost of current
year of service. The County believes that the provisions of PEPRA will help to control its pension benefit liabilities in the
future.

In May 2013, the RSA filed a complaint in the Superior Court of the County of Riverside against the State and the
County asking the Court to declare that the provisions of PEPRA are unconstitutional in regard to its members. RSA has
taken the position that the lower pension benefit levels provided by PEPRA conflict with the higher benefit levels provided to
RSA’s members by its collective bargaining agreement with the County. RSA alleges that the unilateral implementation of
PEPRA by the State and the County violates the Contracts Clause of the California and United States Constitutions by
impairing RSA members’ rights to pension benefits under the collective bargaining agreement. The State and the County
deny the allegations and are defending the lawsuit.

The County’s PERS Contract. The following information concerning PERS is excerpted from publicly available
sources that the County believes to be reliable; however, the County takes no responsibility as to the accuracy of such
information and has not independently verified such information. PERS acts as a common investment and administrative
agent for participating public entities within the State. PERS is a contributory plan deriving funds from employee
contributions as well as from employer contributions and earnings from investments. PERS maintains two pension plans for
the County, a Safety Plan (the “Safety Plan”) and a Miscellaneous Plan (the “Miscellaneous Plan” and, together with the
Safety Plan, the “PERS Plans”). The County contributes to PERS amounts based on the annual actuarial valuation rates
recommended by PERS.

The staff actuaries at PERS prepare an annual actuarial valuation which covers a fiscal year ending approximately
15 months before the actuarial valuation is prepared (thus, the actuarial valuation delivered to the County in October 2013
covered PERS’ fiscal year 2011-12). The actuarial valuation expresses the County’s required contribution rates in
percentages of payroll, which is the percentage the County must contribute in the fiscal year immediately following the fiscal
year in which the actuarial valuation is prepared (e.g., the County’s contribution rates derived from the actuarial valuation as
of June 30, 2012, which was prepared in October 2013, is effective for the County’s fiscal year 2014-15). PERS rules require
the County to implement the actuary’s recommended rates.

In calculating the annual actuarially required contribution rates, the PERS actuary calculates on the basis of certain
assumptions regarding the actuarial present value of benefits that PERS will pay under the PERS Plans, which includes two
components, the Normal Cost and the Unfunded Accrued Actuarial Liability (the “UAAL”). The normal cost represents the
actuarial present value of benefits that are attributed to the current year, and the UAAL represents the actuarial present value
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of benefits that are attributed to past years. The UAAL represents an estimate of the actuarial shortfall between assets on
deposit at PERS and the present value of the benefits that PERS will pay under the PERS Plans to retirees and active
employees upon their retirement. The UAAL is based on several assumptions such as, among others, the rate of investment
return, average life expectancy, average age at retirement, inflation, salary increases and occurrences of disabilities. In
addition, the UAAL includes certain actuarial adjustments such as, among others, the actuarial practice of smoothing losses
and gains over multiple years (which is described in more detail below). As a result, the UAAL is an estimate of the
unfunded actuarial present value of the benefits that PERS will distribute under the PERS Plans to retireces and active
employees upon their retirement. It is not a fixed or hard expression of the liability the County owes to PERS under the
PERS Plans. The County’s actual liability under the PERS Plans could be materially higher or lower.

In April 2005, the PERS Board approved an employer rate stabilization policy with the following features: (i) in the
calculation of the actuarial value of assets, market value asset gains and losses will be spread over 15 years instead of 3 years;
(i1) the corridor limits for the actuarial value of assets will be changed from 90%-110% of market value to 80%-120% of
market value; (iii) gains and losses will be amortized over a rolling 30-year period (amortization payment on gains and losses
had been 10% of the base); and (iv) the minimum employer contribution rate will be a percentage equal to the employer
normal cost minus a 30-year amortization of surplus (but not less than 0%).

In calculating the UAAL in an actuarial valuation, the PERS actuary spreads gains and losses over a number of
years (the exact number of which is adjusted as expected values fluctuate) using a “smoothing technique.” Under the rate
stabilization policy effective as of April 2005, one-fifteenth (1/15) of the market value change will be recognized in a given
fiscal year. In each actuarial valuation, the PERS actuary calculates what was the expected actuarial value of the assets (the
“Expected Value”) of the PERS Plans at the end of the fiscal year, which assumes, among other things, that the actuarial rate
of return during that fiscal year equaled the assumed rate of investment return. However, PERS does not allow the Expected
Value to be less than 80% or more than 120% of the market value.

In response to the significant asset value declines of fiscal year 2008-09, the PERS Board approved an enhancement
to its smoothing methodology in June 2009. The enhanced smoothing methodology incorporates a 3-year phase-in of the
fiscal year 2008-09 investment loss by temporarily relaxing the constraints on the smoothed value of assets around the market
value. The corridor will be allowed to expand between 60%-140% for the fiscal year 2011-12 contribution rate
determination, 70%-130% for the fiscal year 2012-13 contribution rate determination, and then return to the 80%-120% for
the fiscal year 2013-14 and beyond contribution rate determination. Asset losses outside the 80%-120% corridor are isolated
and paid for with a fixed 30-year amortization schedule.

In March 2012, the PERS Board approved a change in the inflation assumption used in the actuarial valuations that
set employer contribution rates. The inflation assumption was changed from 3% to 2.75%. The change impacted the
inflation component of the annual investment return assumption, the long term payroll growth assumption and the individual
salary increase assumptions as follows: (i) the annual assumed investment return has decreased from 7.75% to 7.50%; and (ii)
reducing payroll growth from 3.25% to 3%. The change to the inflation assumption also impacted the cost of living
adjustments and purchasing power protection allowances assumed in the actuarial valuations. The PERS Board also
approved the amortization of gains and losses from fiscal years 2008-09 through 2010-11 over a fixed and declining 30-year
period (rather than a rolling 30-year amortization).

On January 1, 2013, PEPRA took effect. The majority of the PEPRA changes will first impact the rates and benefit
provision on the June 30, 2013 valuation for the fiscal year 2015-16 rates. On April 17, 2013, the PERS Board approved a
recommendation to change the PERS amortization and rate smoothing practices. Beginning with the June 30, 2013
valuation, PERS will no longer use an actuarial value of assets and will employ an amortization and smoothing policy that
will pay for all gains and losses over a fixed 30-year period with the increases or decreases in the rate spread directly over a
5-year period. On February 18, 2014, the CalPERS Board approved contribution increases for its contracting local agency
employers, including the County, that are scheduled to take effect on July 1, 2015, be phased in over five years and be spread
over 20 years.

As a result of these changes, according to the County’s actuary, Bartel & Associates (“Bartel”), the County’s
Miscellaneous Plan will incur an increase in the employer contribution rate of 1.0% of payroll for fiscal year 2014-15 and an
increase of 0.3% of payroll for fiscal year 2015-16. The Safety Plan is estimated to incur an increase in the employer
contribution rate of 1.23% of payroll for fiscal year 2014-15 and an increase of 0.50% of payroll for fiscal year 2015-16. For
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complete updated inflation and actuarial assumptions, please contact PERS at CalPERS, Lincoln Plaza, 400 P Street,
Sacramento, CA 95814, Telephone: (888) 225 7377.

In addition to required County contributions, members are also obligated to make certain payments. The Tier I
members’ contribution rates are fixed at 9% of salaries for the Safety Plan and 8% of salaries for the Miscellaneous Plan.
Tier II and Tier III contribution rates vary based on the terms of the collective bargaining agreements in effect. In addition to
making annual contributions to PERS in accordance with the applicable actuarial valuation, the County has historically been
obligated pursuant to collective bargaining arrangements to pay a portion of the employees’ required contribution to PERS
(these payments by the County are referred to herein as the “County Offsets of Employee Contributions”).

In fiscal year 2011-12, the County entered into collective bargaining agreements with all of its bargaining units.
Most of the agreements cover a four to five year period, with the longest agreement ending in June 2017. As part of these
agreements, the parties agreed on a phase out of the County’s obligation to pay the employee’s required member
contributions. The elimination of the County’s obligation to pay employee’s required member contributions is anticipated to
produce significant annual savings. Member contributions, including County Offsets of Employee Contributions, are not
included in the required employer contribution rates prepared by PERS.

Funding Status. The actuarial value of assets, the actuarial accrued liability and the funding status with respect to
the Safety Plan and the Miscellaneous Plan are set forth under “— Historical Funding Status.” In the actuarial valuation for
the Miscellaneous Plan as of June 30, 2012, the most recent PERS actuarial valuation report, the PERS actuary recommended
an employer contribution rate of 14.527% be implemented as the required rate for fiscal year 2014-15, which the County
anticipates will result in a contribution to PERS of approximately $128 million for that fiscal year. In addition, the County
will pay to PERS for the Miscellaneous Plan approximately $3.8 million in County Offsets of Employee Contributions for
fiscal year 2014-15, which will result in a total contribution by the County to PERS for the Miscellaneous Plan for fiscal year
2014-15 of approximately $131.8 million. In the actuarial valuation for the Safety Plan as of June 30, 2012, the most recent
PERS actuarial valuation report, the PERS actuary recommended an employer contribution rate of 21.899% be implemented
as the required rate for fiscal year 2014-15, which the County anticipates will result in a contribution to PERS of
approximately $73.7 million for that fiscal year. Beginning in fiscal year 2014-15, the County will no longer pay County
Offsets of Employee Contributions to PERS for the Safety Plan.

Absent reforms, some of which have already been initiated by the County, contribution rates under the PERS Plans
are expected to increase substantially over the next three years due to the significant investment losses during fiscal year
2008-09. While investment gains experienced in fiscal years 2009-10 through 2012-13 will offset some of the previous
losses, an actuarial loss remains, requiring the County to pay the entire normal cost payment plus a portion of the UAAL that
has resulted. It is also anticipated that employer contribution rates will increase as a result of the PERS Board approval of a
lower discount rate of 7.5% down from 7.75%.

On February 17, 2005, the County issued its Taxable Pension Obligation Bonds, Series 2005A (the “2005 Pension
Obligation Bonds”), the proceeds of which were used to fund approximately 90% of the County’s estimated actuarial accrued
liability as of February 17, 2005. The payment to PERS resulted in a net pension asset of $396.9 million, $311.2 million of
which was applied to the County’s UAAL for the Miscellaneous Plan and $85.7 million of which was applied to the County’s
UAAL for the Safety Plan. According to Bartel, the 2005 Pension Obligation Bonds have resulted in a net gain to the County
of $31.3 million as of February 15, 2014. A liability management fund was established in connection with the 2005 Pension
Obligation Bonds. By Board policy, each year PARC, in its annual report, recommends to the Board whether the funds in the
liability management fund should be applied to purchase 2005 Pension Obligations Bonds or to transfer the funds to PERS to
reduce the County’s PERS liability. In 2014, PARC recommended a transfer of the liability management fund balance of $2
million to PERS. The effect of such prepayments on the County’s UAAL, if any, will depend on a variety of factors,
including but not limited to future investment performance.
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Historical Funding Status. The following two tables, for the Safety Plan and the Miscellaneous Plan, respectively,
set forth the UAAL and funded status as of the valuation dates from June 30, 2008 through June 30, 2012 and the total

employer contributions made by the County for fiscal year 2010-11 through fiscal year 2014-15. The two tables are based on
PERS Actuarial Reports for those years:

HISTORICAL FUNDING STATUS

(SAFETY PLAN)

Valuation Affects County County County Offsets of
Date Unfunded Accrued Contribution for Contribution Employee

June 30, Actuarial Liability Funded Status Fiscal Year Amount) Contributions
2008 $ 55,295,801 96.2% 2010-11 $53,117,897 $21,222,703
2009 131,506,806 92.0 2011-12 60,667,388 13,460,331
2010 184,737,814 89.8 2012-13 63,652,359 11,594,226
2011 286,064,497 85.9 2013-14 71,529,739@ 2,964,063
2012 225,792,281 89.2 2014-15 72,675,631 03

(1) Figures listed are amounts paid by the County to PERS in the specific years and do not reflect all amounts paid by the County under
the Safety Plan or otherwise.

(2) Estimated amount; reflects Safety Plan membership, cost of living adjustment and contribution rates as of fiscal years 2013-14 and
2014-15.

(3) Reductions from prior years due to staggered implementation of employee-paid retirement contributions beginning in fiscal year
2011-12.

Source: PERS Actuarial Reports for June 30, 2008 through June 30, 2012 (UAAL and Funded Status) and the County (County
Contribution Amount and County Offsets of Employee Contributions)

HISTORICAL FUNDING STATUS
(MISCELLANEOUS PLAN)

Valuation Affects County County County Offsets of

Date Unfunded Accrued Contribution for Contribution Employee
June 30 Actuarial Liability Funded Status Fiscal Year AmountV Contributions

2008 $175,248,079 94.8% 2010-11 $90,944,229 $40,041,548
2009 389,195,847 89.7 2011-12 103,892,326 36,974,032®
2010 444,330,905 89.2 2012-13 106,685,618 17,525,337
2011 538,055,042 87.9 2013-14 124,463,807 7,415,562
2012 436,480,531 88.6 2014-15 128,197,721 @ 3,843,205 @)

(1) Figures listed are amounts paid by the County to PERS in the specific years and do not reflect all amounts paid by the County under
the Miscellaneous Plan or otherwise.

(2) Estimated amount; reflects Miscellaneous Plan membership, cost of living adjustment and contribution rates as of fiscal years 2013-14
and 2014-15.

(3) Reductions from prior years due to staggered implementation of employee-paid retirement contributions beginning in fiscal year
2011-12.

Source: PERS Actuarial Reports for June 30, 2008 through June 30, 2012 (UAAL and Funded Status) and the County (County
Contribution Amount and County Offsets of Employee Contributions).
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Valuation
Date Accrued Liability
June 30 (@
2008 $1,469,415,642
2009 1,642,544,731
2010 1,809,467,588
2011 2,032,001,280
2012 2,086,406,405

A five-year schedule of the funding progress of the Safety Plan and the Miscellaneous Plan are presented in the
following two tables:

SCHEDULE OF FUNDING PROGRESS

Actuarial Value of Assets

(b

$1,414,119,841
1,511,047,925
1,624,729,774
1,745,936,783
1,860,614,124

Source: PERS Actuarial Reports for June 30, 2008 through June 30, 2012

Valuation
Date Accrued Liability
June 30 (a)
2008 $3,350,222,866
2009 3,790,232,824
2010 4,097,191,707
2011 4,461,553,672
2012 4,708,881,750

(SAFETY PLAN)

Unfunded Liability

(a-b)

$55,295,861
131,506,806
184,737,814
286,064,497
225,792,281

Funded
Status

(b/a)

96.2%
92.0
89.8
85.9
89.2

SCHEDULE OF FUNDING PROGRESS
(MISCELLANEOUS PLAN)

Actuarial Value of Assets

(b)

$3,174,974,787

3,401,036,977
3,652,860,802
3,923,498,630
4,172,401,219

Unfunded Liability

(a-b)

$175,248,079
389,195,847
444,330,905
538,055,042
536,480,531

Funded
Status

(b/a)

94.8%
89.7
89.2
87.9
88.6

Annual

Covered

Payroll
©

$240,746,309
265,237,512
265,165,399
273,169,605
261,703,717

Annual
Covered
Payroll
()]

$841,612,805

841,103,683
854,932,117
812,362,628
836,418,298

UAAL as a
Percentage of Payroll
((a-b)/c)

23.0%
49.6
69.7
104.7
86.3

UAAL asa
Percentage of Payroll

((a-b)/c)
20.8%

46.3
52.0
66.2
64.1

Source: PERS Actuarial Reports for June 30, 2008 through June 30, 2012

The following table shows the percentage of salary which the County was responsible for contributing to PERS from
fiscal year 2010-11 through fiscal year 2014-15 to satisfy its retirement funding obligations.

SCHEDULE OF EMPLOYER CONTRIBUTION RATES

Valuation Date Affects Contribution Rate for

June 30 Fiscal Year: Safety Plan Miscellaneous Plan
2008 2010-11 19.335% 12.165%
2009 2011-12 21.286 13.112
2010 2012-13 22.459 13.494
2011 2013-14 23.368 15.001
2012 2014-15 21.899 14.527

Source: PERS Actuarial Reports for June 30, 2008 through June 30, 2012

According to the PERS actuary, as of June 30, 2012, the funded status of the Miscellaneous Plan based on its market
value of $3.5 billion was 74.8% and the funded status of the Safety Plan based on its market value of $1.5 billion was 75.1%.
The PERS Board has announced that, beginning with the valuation for Fiscal Year ending June 30, 2013, it will utilize the
market value of plan assets rather than the actuarial value.
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Projected County Contributions. The County’s projections with respect to the County contributions below
reflect certain significant assumptions concerning future events and circumstances. The information and the related
assumptions are forward-looking in nature and are not to be construed as representations of fact or representation
that in fact the information shown will be the correct amounts for the years indicated. Rather, these amounts reflect
good faith estimates by the County taking into account a variety of assumptions. Variations in the assumptions may
produce substantially different results. Actual results during the projection period may vary from those presented in
the forecast, and such variations may be material. Accordingly, prospective investors are cautioned to view these
estimates as general indications of trends and orders of magnitude and not as precise amounts.

During the 2013-14 fiscal year, based on PERS’ experience in recent years, PERS adopted several changes to the
PERS Plans, including the elimination of asset smoothing methodologies, a 25-year amortization period for future gains and
losses, elimination of annual caps on increases, and other changes based on a new experience study, including mortality
improvements and other demographic assumptions. The changes will impact the County’s contribution rates beginning in
Fiscal Year 2015-16 and will be fully implemented by Fiscal Year 2019-20. Based on its current analysis of the data, the
County projects that its contribution rates will increase significantly during such period, to a contribution rate of
approximately 24% for the Miscellaneous Plan and approximately 33% for the Safety Plan. A description of these
projections and their underlying assumptions are included in the PARC report which is available to Bondholders on the
County’s website or upon request.

The County’s projected contribution rates are affected by the market rate of return in the PERS Plans. There
currently exists a difference between the actuarial value and the market value of the assets in the PERS Plans. An actuarial
valuation of assets differs from a market valuation of assets in that an actuarial valuation reflects so-called smoothing
adjustments, which spread the impact of gains and losses over multiple years. When the market asset return in the PERS
Plans differs from the actuarial assumed rate of 7.50% in any fiscal year, the actuarial practice of smoothing losses over
several years impacts the contribution rate until such differences are fully realized by the actuarial valuation. For example,
when the market rate of return is below the assumed rate, the PERS Plans will realize a loss for actuarial purposes. Any such
actuarial loss will be smoothed in a manner that the PERS Plans will only be impacted by a pre-determined portion of that
loss in one fiscal year, which will act to gradually increase contribution rates in succeeding fiscal years. For further details
on the smoothing policy of PERS, see “— The County’s PERS Contract” above.

Other Retirement Plans. The County also provides a Defined Benefit Pension Plan (the “Plan”) to employees who
are not eligible for Social Security or CalPERS retirement benefits through the County. This plan is subject to Internal
Revenue Code Section 401(a), and is self-funded and self-administered. Participants in the Plan are required to contribute
3.75% of their compensation to the Plan. Based on the actuarial valuation of June 30, 2013, the County’s current required
contribution level is 0.78%. The County elected to contribute 1% to maintain a funded ratio of over 90% in fiscal year 2013-
14. The County’s contribution to the Plan was $334,728 for fiscal year 2012-13 and is estimated to be approximately
$252,273 for fiscal year 2013-14. The Plan’s unfunded liabilities as of June 30, 2013 are approximately $1,765,941.

Other Post-Employment Benefits. The County provides certain post-retirement health insurance benefits to
qualifying retired employees and their eligible dependents or survivors. Regular employees with a minimum service of five
years and who are at least age 50 at retirement qualify to receive the post-retirement benefits.

The County of Riverside obtained an actuarial valuation of its Post-Employment Health Benefits obligations,
calculated in accordance with GASB 45 standards as of July 1, 2013 (the “Health Benefits Valuation™), prepared by Aon
Hewitt. Based on the combination of plans and contribution levels that the County offers, assuming an interest rate of 7.36%,
the present value of benefits was estimated to be $52.8 million, the accrued actuarial liability was estimated to be $43.8
million and the annual normal cost was $1.2 million. If the accrued actuarial liability of $43.8 million were amortized over a
30-year period, the total annual required contribution (normal cost plus amortization amount) would have been $2.3 million.

The Board of Supervisors took action on October 25, 2006 to set aside $10 million as a contribution to an OPEB
Trust. On November 7, 2007 the OPEB Trust was established with CalPERS and a payment of $10.4 million was made to
the trust. On June 26, 2009, the County contributed an additional $2.2 million to the trust. The pre-funding of OPEB
through the use of an OPEB Trust allows the County to use different actuarial assumptions to determine the actuarial value of
assets and liabilities, including assuming a higher rate of return on assets held in the OPEB Trust. According to the Health
Benefits Valuation, overall the actions of the Board have reduced the County’s OPEB liability from $237 million in 2006 to
$17 million most recently.
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Medical Center

RCRMC is a 520,000 square foot state-of-the-art tertiary care and level II trauma facility, licensed for a total of 439
beds. There are 362 licensed beds in the main acute-care hospital and 77 licensed beds in a separate psychiatric facility.
RCRMC has 12 operating rooms, a helipad located directly adjacent to the Trauma Center, and state-of-the-art digital
radiology services, including magnetic resonance imaging (MRI) and computerized tomography (CT) and all single bed
rooms. There are also adult, pediatric and neonatal intensive care units, a birthing center and complete pulmonary services
including hyperbaric oxygen treatments. The RCRMC provides services to patients covered by various reimbursement
programs, principally Medicare, Medi-Cal and insurance, in addition to the uninsured.

The County has the responsibility for providing health care to all individuals, regardless of their ability to pay or
insurance status. In recent years, it has become more and more difficult to meet this obligation as a Riverside County safety
net provider. Declining and inadequate federal and State health care reimbursement and non-payment by the growing
uninsured, coupled with rising service needs as a result of the recent economic downturn and costs of an older and sicker
population, place significant demands on the County’s health care system. Of particular concern is the persistent cash deficit
experienced at the Riverside County Regional Medical Center (“RCRMC”) since fiscal year 2012-2013. Hospital staff
projects that the deficit will increase in fiscal year 2013-14 before beginning to improve in 2014-15.

In fiscal year 2012-13, RCRMC had a decrease in net unrestricted assets of approximately $18.3 million, ending the
fiscal year with unrestricted net assets of approximately $29.3 million. RCRMC had a negative cash balance of
approximately $27.1 million as of June 30, 2013. RCRMC continued to experience a decline in patient collections in fiscal
year 2012-13 as the poor economy affected the ability of patients to maintain insurance coverage. Amounts received by
RCRMC in fiscal year 2012-13 for Medi-Cal days and Medi-Cal costs and unreimbursed uninsured costs are subject to future
adjustment as a result of the Federal-State Medi-Cal Waiver (the “Waiver”) that became effective in fiscal year 2005-06.
Based on the State’s reconciliation of the paid Medi-Cal days and Medi-Cal costs and unreimbursed costs for each public
hospital in the State, each year RCRMC may receive additional payments from the State or may be required to reimburse the
State for any overpayment received during the prior fiscal year. Such tentative interim reconciliation is generally completed
following the submission of cost reports by the State’s public hospitals around January 1 of the following fiscal year. In
fiscal year 2013-14, the County estimates that it will have to reimburse the State approximately $26 million for overpayments
attributable to fiscal year 2012-13. Final settlements, however, may take up to seven years to complete after a public hospital
cost report is submitted. RCRMC fully reserves the estimated overpayments made by the State that are subject to the Waiver.

In 2013, RCRMC retained Huron Consulting Group (“Huron”) to provide consultation designed to improve
efficiencies and increase revenue at RCRMC. The engagement is one-third complete, but early assessments project budget
improvement of approximately $44 million to $66 million per year. Additionally, the projected continued economic recovery
may return the average RCRMC patient to where they were before the 2007 recession, when they were in a better financial
position to afford insurance and medical costs. Further, RCRMC expects that the Affordable Care Act will decrease the
number of uninsured hospital patients and thereby benefit RCRMC’s financial situation. There may be a negative effect of
the Affordable Care Act, however, as evidenced by early trends since the implementation of the Affordable Care Act in
January 2014 that indicate an 11% decline in the number of patients treated at RCRMC. RCRMC cannot predict at this time
if this trend will continue and the extent to which it will impact RCRMC’s financial position.

For fiscal year 2013-14, consistent with its past practice, the County contributed approximately $10 million to
RCRMC from general fund tobacco settlement revenues and $5 million in redevelopment pass-through funds to support debt
service on the main RCRMC facility and to offset operating expenses. RCRMC estimates an additional cash shortage of $56
million attributable to fiscal year 2013-14, thus predicting a cumulative negative cash balance of approximately $83 million
at the end of fiscal year 2013-14. RCRMC attributes the fiscal year 2013-14 shortfalls primarily to uncompensated services
provided to uninsured mental health patients, jail inmates and Medi-Cal patients and to operating inefficiencies.

In July 2013, the Board of Supervisors approved a loan of up to $40 million to RCRMC from the County’s Workers
Compensation Fund to cover RCRMC’s negative cash position of approximately $33 million at the end of Fiscal Year 2012-
13. The loan was issued in September 2013 and repaid in full in October 2013 from funds received from collections of
delayed Medi-Cal reimbursements and of delayed outpatient service bills.

On November 26, 2013, the Board of Supervisors approved a temporary transfer of approximately $26 million to
RCRMC from the County’s Waste Management Enterprise Fund to pay for the Huron engagement. RCRMC is required to
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repay the funds, with interest calculated at the County’s pooled investment fund rate, starting in 2016 pursuant to a negotiated
repayment schedule, with final maturity on June 30, 2022. If RCRMC is unable to timely repay the loan in full within 10
years of its origination date, then unpaid amounts will be payable by the County from unencumbered general fund sources.

RCRMC is pursuing various avenues to reduce the operating deficit, including maximizing reimbursement from
available sources, implementing cost-saving measures and exploring new revenue opportunities. The Huron consulting
engagement is ongoing, and is expected to improve patient service, increase efficiencies, cut costs and increase revenue
collection. It is the County’s intent that RCRMC’s costs of providing services be recovered primarily through fees charged
for services with minimal or no general fund support.

The County’s Executive Office, in collaboration with RCRMC, provides the Board monthly reports on its financial
status. The latest report shows RCRMC has launched $49 million of savings in new initiatives and $9 million in one-time
non-labor and revenue savings. The April 2014 monthly financial update projects a slight improvement in the projected June
30, 2014 cash position, to negative $82 million. The Executive Office continues monitoring these issues closely.

RCRMC is projecting that it will face an additional cash shortfall of approximately $20 million in fiscal year 2014-
15 and that it will seek further approvals from the Board for temporary transfers from the County’s special funds to meet
such shortfall. However, RCRMC projects that its fiscal situation will somewhat stabilize during fiscal year 2014-15, and
that it will end such fiscal year with a negative cash balance of approximately $28.2 million.

Insurance

The County is self-insured for short-term disability, unemployment insurance, general liability, medical malpractice
and workers’ compensation claims. General liability claims are self-insured to $1 million for each occurrence and the
balance (to $25 million for each occurrence) is insured through CSAC Excess Insurance Authority. Medical malpractice is
self-insured for the first $1.1 million for each claim and insured for the balance to $20 million for each claim on an
occurrence basis, through CSAC Excess Insurance Authority. Workers” compensation claims are self-insured to $2 million
for each occurrence and the balance is statutory limits (unlimited) is insured through CSAC Excess Insurance Authority.
Long-term disability income claims are fully insured by an independent carrier.

The property insurance program provides insurance coverage for all risks subject to a $50,000 per occurrence
deductible; flood coverage is subject to a 2% of total value per unit per occurrence, with a $100,000 minimum per occurrence
and $500,000 maximum per occurrence deductible within a 100-year flood zone and a $25,000 deductible outside of a 100-
year flood zone. Property in the County is categorized into four “towers” and each tower provides $300 million in limits.
Earthquake coverage (covering scheduled locations and buildings equal to or greater than $1 million in value and lesser
valued locations where such coverage is required by contract) has a sub-limit in each tower of $80 million with an additional
$247.5 million excess rooftop limit combined for towers I through V. Earthquake is subject to a deductible equal to 5% of
total value per building subject to a $100,000 minimum. Boiler and machinery provides up to $100 million in limits, with a
$5,000 deductible per event. The limits in each tower are shared with other counties on a per event basis. If a catastrophic
event occurs and losses exceed the limits, the County would be responsible for such amounts.

The activities related to such programs are accounted for in internal service funds. Accordingly, estimated liabilities
for claims filed or to be filed for incidents which have occurred through June 30, 2013 are reported in these funds. Where
these funds have an unfunded liability, or insufficient reserves to cover all incurred but not reported claims, the County has
developed a policy to manage the accumulated deficits at a reasonable level. Revenues of the internal service funds are
primarily provided by other County funds and are intended to cover self-insured claim liabilities, insurance premiums and
operating expenses. The combined cash balance in these funds as of June 30, 2013 was approximately $183.9 million.

Litigation
There is no action, suit or proceeding known to the County to be pending or threatened, restraining or enjoining the
execution or delivery of the Series 2014 Bonds or in any way contesting or affecting the validity of the foregoing or any

proceedings of the County taken with respect to any of the foregoing. Although the County may, from time to time, be
involved in legal or administrative proceedings arising in the ordinary course of its affairs, it is the opinion of the County that
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any currently-pending or known threatened proceedings will not materially affect the County's finances or impair its ability to
meet its obligations.

The County is currently involved in a litigation brought by the Agua Caliente Band of Cahuilla Indians (“Agua
Caliente”) in federal court requesting a declaration that the County’s assessment, levy, and collection of a possessory interest
tax on non-tribal members on tribal and U.S. trust lands violates federal law. For the 2013-2014 fiscal year, the total
possessory interest tax for Agua Caliente’s non-tribal member leases is estimated to be approximately $28,000,000, of which
$3,300,000 is allocable to the County. Should Agua Caliente be successful, the County would be prohibited from assessing,
levying, and collecting the possessory interest tax in the future. In addition, taxpayers could have the right to seek a refund of
possessory interest taxes paid for the previous four years with interest. The County estimates that its total liability for such
refunds would be approximately $12 million, plus accrued interest. The County denies the allegations of the complaint and is
actively defending the action.
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APPENDIX B
BOOK-ENTRY SYSTEM

The following information concerning The Depository Trust Company, New York, New York
(“DTC”) and DTC’s book-entry system has been obtained from sources that the Corporation and the
Underwriter believes to be reliable, but neither the Corporation nor the Underwriter takes responsibility
for the accuracy thereof. Capitalized terms used herein and not otherwise defined herein shall have the
meanings set forth in this Official Statement and in APPENDIX D: “SUMMARY OF CERTAIN
PROVISIONS OF PRINCIPAL LEGAL DOCUMENTS.”

DTC will act as securities depository for the Series 2014 Bonds. The Series 2014 Bonds will be
issued as fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or
such other name as may be requested by an authorized representative of DTC. One fully-registered Bond
certificate will be issued for each maturity of the Series 2014 Bonds, each in the aggregate principal
amount of such maturity, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and
non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over
100 countries) that DTC’s participants (“Direct Participants™) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust
& Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing
agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants™). DTC has a Standard & Poor’s rating of AA+. The
DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission. More
information about DTC can be found at www.dtcc.com. The information on this website is not
incorporated herein by this reference.

Purchases of Series 2014 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 2014 Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Series 2014 Bond (“Beneficial Owner”) is in turn to be recorded
on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or
Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Series 2014 Bonds are to be accomplished by entries made on the books of
Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in the Series 2014 Bonds, except in the event
that use of the book-entry system for the Series 2014 Bonds is discontinued.
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To facilitate subsequent transfers, all Series 2014 Bonds deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may
be requested by an authorized representative of DTC. The deposit of the Series 2014 Bonds with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not affect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2014 Bonds.
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Series 2014
Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Neither the County nor the Corporation will have any
responsibility or obligation to such Direct Participants and Indirect Participants or the persons for whom
they act as nominees with respect to the Series 2014 Bonds. Beneficial Owners of the Series 2014 Bonds
may wish to take certain steps to augment the transmission to them of notices of significant events with
respect to the Series 2014 Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
Series 2014 Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the
nominee holding the Series 2014 Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses
to the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Series 2014 Bonds within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Series 2014 Bonds unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an Omnibus Proxy to the Corporation as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct
Participants to whose accounts the Series 2014 Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Redemption proceeds, principal and interest payments with respect to the Series 2014 Bonds will
be made to Cede & Co., or such other nominee as may be requested by an authorized representative of
DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detail information from the Corporation or the Trustee, on payable date in accordance with
their respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will
be governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, the Trustee, or the Corporation, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, if any, principal and
interest to Cede & Co. (or such other nominee as may be requested by an authorized representative of
DTC) is the responsibility of the Corporation or the Trustee, disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial
Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Series 2014 Bonds
at any time by giving reasonable notice to the Corporation or the Trustee. Under such circumstances, in
the event that a successor depository is not obtained, Series 2014 Bond certificates are required to be
printed and delivered.
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The Corporation may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository). In that event, Bond certificates will be printed and
delivered to DTC.

The Corporation cannot and does not give any assurances that DTC will distribute to Direct or
Indirect Participants, or that Direct or Indirect Participant or others will distribute to the Beneficial
Owners (a) payments of principal of, interest and premium, if any, on the Series 2014 Bonds paid or
(b) any evidence of ownership or redemption or other notices, or that they will do so on a timely basis or
that DTC, Direct Participants or Indirect Participants will serve and act in the manner described in this
Official Statement. Neither the Corporation nor the Underwriter is responsible or liable for the failure of
DTC or any Direct Participant or Indirect Participant to make any payments or give any notice to a
Beneficial Owner with respect to the Series 2014 Bonds or any error or delay related thereto. The current
“Rules” applicable to DTC are on file with the Securities and Exchange Commission and the current
“Procedures” of DTC to be followed in dealing with DTC Participants are on file with DTC.

B-3



(THIS PAGE INTENTIONALLY LEFT BLANK)



APPENDIX C

THE COUNTY OF RIVERSIDE AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2013



(THIS PAGE INTENTIONALLY LEFT BLANK)






COUNTY OF RIVERSIDE, CALIFORNIA

COMPREHENSIVE ANNUAL
FINANCIAL REPORT

F1ScAL YEAR ENDED JUNE 30, 2013

PREPARED BY THE OFFICE OF:

PAUL ANGULO, CPA, MA.

COUNTY AUDITOR-CONTROLLER




COUNTY OF RIVERSIDE
COMPREHENSIVE ANNUAL FINANCIAL REPORT

June 30, 2013
TABLE OF CONTENTS
INTRODUCTORY SECTION: Page
Letter of Transmittal v
Principal County Officials xi
Organization Chart xii
GFOA Certificate of Achievement for Excellence in Financial Reporting for 2012...........ccccccevneee xiil
FINANCIAL SECTION:
Independent Auditor’s Report . . . 1
Management’s Discussion and Analysis (Required Supplementary Information)...........c.cccoevurrnieinne 3
Basic Financial Statements:
Government-wide Financial Statements:
Statement of Net Position 29
Statement of Activities 30
Fund Financial Statements:
Governmental Funds:
Balance Sheet 34
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position 37
Statement of Revenues, Expenditures, and Changes in Fund Balances...........ccccocovnnieviccnnee 38
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances
of Governmental Funds to the Statement of Activities 41
Budgetary Comparison Statements:
General Fund 42
Transportation Special Revenue Fund 44
Flood Control Special Revenue Fund ............c..ccociiiiiiiiicicniceceececieesienenienas 45
Proprietary Funds:
Statement of Net Position . 46
Statement of Revenues, Expenses, and Changes in Fund Net Position .........c.ccccoevvvniiccenes 47
Statement of Cash Flows 48

Fiduciary Funds:
Statement of Fiduciary Net Position 50
Statement of Changes in Fiduciary Net Position 51




COUNTY OF RIVERSIDE
COMPREHENSIVE ANNUAL FINANCIAL REPORT

June 30, 2013
TABLE OF CONTENTS
FINANCIAL SECTION (CONTINUED): Page
Notes to the Basic Financial Statements:
( 1) Summary of Significant Accounting Policies .53
( 2) Stewardship, Compliance and Accountability. 66
( 3) Restatements of Beginning Fund Balances/Net Position 67
( 4) Cash and Investments 68
( 5) Restricted Cash and Investments...... 71
( 6) Receivables 72
( 7) Interfund Transactions 74
( 8) Capital Assets 78
( 9) Service Concession Arrangements .81
(10)  Landfill Closure and Post-closure Care Costs 83
(11) Operating Leases 84
(12) Advances from Grantors and Third Parties 85
(13)  Short-Term Debt 86
(14) Long-Term Obligations 87
(15) Deferred Inflows of Resources 99
(16) Fund Balances 100
(17) Risk Management 102
(18) Medi-Cal and Medicare Programs . s 103
(19) Jointly Governed Organizations 103
(20) Retirement Plan 105
(21) Defined Benefit Pension Plan 109
(22) Post Employment Benefits Other Than Pensions 111
(23) Commitments and Contingencies 114
(24) Subsequent Events 115
Required Supplementary Information (other than MD&A):
Schedules of Funding Progress and Employer Contributions. ......... .....oovuviiiiiiininininienn.. 119
Combining and Individual Fund Statements and Budgetary Schedules:
Budgetary Comparison Schedule — Teeter Debt Service Fund 123
Budgetary Comparison Schedule — Public Facilities Improvements Capital Projects Fund ............. 124
Nonmajor Governmental Funds:
Combining Balance Sheet 125
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances..................... 126

COUNTY OF RIVERSIDE

COMPREHENSIVE ANNUAL FINANCIAL REPORT

June 30, 2013

TABLE OF CONTENTS

FINANCIAL SECTION (CONTINUED):

Special Revenue Funds:

Page
127

Combining Balance Sheet

130

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

Budgetary Comparison Schedule — Community Services .
Budgetary Comparison Schedule — County Service Areas

AAAAAAAAAAAAAA 132

134

135

Budgetary Comparison Schedule — Regional Park and Open-Space....
Budgetary Comparison Schedule — Air Quality Improvement
Budgetary Comparison Schedule — In-Home Support Services
Budgetary Comparison Schedule — Perris Valley Cemetery District ...
Budgetary Comparison Schedule — Other Special Revenue Fund .

Debt Service Funds:

137

138

141

Combining Balance Sheet

142

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Budgetary Comparison Schedule — Pension Obligation Bond

Capital Projects Funds:

.............. 144
146

147

148

Combining Balance Sheet

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances

.............. 150

152

Budgetary Comparison Schedule — PSEC
Budgetary Comparison Schedule — Flood Control

153

Budgetary Comparison Schedule — Regional Park and Open-Space District

Budgetary Comparison Schedule — CREST

......................... 154

155

Per Fund:

157

Balance Sheet

158

Statement of Revenues, Expenditures, and Changes in Fund Balance

Nonmajor Enterprise Funds:

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA 159

161

Combining Statement of Net Position

162

Combining Statement of Revenues, Expenses, and Changes in Fund Net Position

Combining Statement of Cash Flows

.................... 163

164

iii



COUNTY OF RIVERSIDE
COMPREHENSIVE ANNUAL FINANCIAL REPORT

June 30, 2013
TABLE OF CONTENTS
Page
FINANCIAL SECTION (CONTINUED):

Internal Service Funds: 165
Combining Statement of Net Position 166
Combining Statement of Revenues, Expenses, and Changes in Fund Net Position..................... 168
Combining Statement of Cash Flows 170

Fiduciary Funds: 173

Agency Funds:

Combining Statement of Fiduciary Assets and Liabilities 174

Combining Statement of Changes in Fiduciary Assets and Liabilities.............cccccceceeerennnnnes 175

STATISTICAL SECTION (Unaudited):

Statistical Section Table Index 177
Table 1 Net Position by Component 178
Table 2 Changes in Net Position 180
Table 3 Governmental Activities Tax Revenues by Source 184 IN T RO D U C T O RY
Table 4 Fund Balances of Governmental Fund. 186
Table 5 Changes in Fund Balances of Governmental Funds 188 SE C TION
Table 6 General Government Tax Revenues by Source 190
Table 7 Assessed Value and Estimated Actual Value of Taxable Property ..........cccccocvveeeeceee 192
Table 8 Property Tax Rates — Direct and Overlapping GOVErnments ............ceeeeeeeerrerenccnene 194
Table 9 Principal Property Tax Payers 195
Table 10 Property Tax Levies and Collections 196
Table 11 Ratios of Outstanding Debt by Type 198
Table 12 Ratios of General Bonded Debt Outstanding 200
Table 13 Direct and Overlapping Governmental Activities Debt 202
Table 14 Legal Debt Margin Information 204
Table 15 Pledged Revenue Coverage 206
Table 16 Demographic and Economic Statistics 208
Table 17 Principal Employers 209
Table 18 Full-time Equivalent County Government Employees by Function/Program............. 210
Table 19 Operating Indicators by Function 212
Table 20 Capital Asset Statistics by Function 218




COUNTY OF RIVERSIDE
e MD AUDITOR
Soss Lo St 1 oot CONTROLLER

P.0. Box 1326 COUNTY OF RIVERSIDE

Riverside, CA 92502-1326 Paul Angulo, CPA, MLA.

(951) 955-3800 Auditor-Controller
Fax (951) 955-3802

December 13, 2013

The Honorable Board of Supervisors
Citizens of the County of Riverside
4080 Lemon Street, 5th Floor
Riverside, California 92501

Members of the Board and Citizens of Riverside County:

The Comprehensive Annual Financial Report (CAFR) of the County of Riverside for the fiscal year ended June 30,
2013 is hereby submitted in accordance with the provision of Section 25253 of the Government Code of the State of
California (the State). The report contains financial statements that have been prepared in conformity with the
United States generally accepted accounting principles (GAAP) prescribed for governmental entities. Responsibility
for the accuracy of the data and the completeness and fairness of the presentation, including all disclosures, rests
with the management of the County of Riverside (the County). To the best of our knowledge and belief, the
enclosed data is accurate in all material respects and is reported in a manner that presents fairly the financial position
and changes in financial position of the various funds and component units of the County of Riverside. All
disclosures necessary to enable the reader to gain an understanding of the County’s financial activities have been
included.

The management’s discussion and analysis (MD&A) immediately follows the report of the independent auditors and
provides a narrative, overview, and analysis of the basic financial statements. The MD&A was designed to
complement this letter of transmittal and should be read in conjunction with it.

The financial reporting entity for the County includes all the funds of the primary government--the County of
Riverside as legally defined--as well as all of its component units. Component units are legally separate entities for
which the primary government is financially accountable.

The County has eleven independent fiscal entities that are considered blended component units and two discretely
presented component units. These entities vary widely in function and provide essential services.

For a more detailed overview of the County’s component units see the MD&A and the notes to the basic financial
statements.

PROFILE OF THE GOVERNMENT

Riverside County is the fourth largest county by area in the state of California. It encompasses 7,295 square miles
and extends nearly 184 miles across Southern California, from the Arizona border west to within 10 miles of the
Pacific Ocean. It is situated east of Los Angeles and Orange Counties, south of San Bernardino County, and north of
San Diego and Imperial Counties.

There are 28 incorporated cities located within the County. The latest city to be incorporated was Jurupa Valley on
July 1, 2011. The largest cities in the County are Riverside (the County seat) with a population of 311,955, Moreno
Valley 198,129, Corona 156,823, Temecula 104,879, and Murrieta 105,832. Estimated population figures are



developed by the California State Department of Finance, and each year it is revised on January 1, with a revised
estimate for the prior year. Total County population was 2,255,059 on January 1, 2013, an increase of 1.2 percent as
compared to the revised estimate for January 1, 2012. Approximately 16 percent of the residents live in
unincorporated areas.

The County is governed by a five-member Board of Supervisors, who serve four-year terms, and annually elect a
Chairman and Vice-Chairman. The Supervisors represent five districts.

The First District includes areas within the cities of Riverside, Canyon Lake, Lake Elsinore, Wildomar and the
unincorporated communities of Lakeland Village, Lake Mathews, Mead Valley, Santa Rosa Rancho, as well as
portions of Gavilan Hills and Woodcrest.

The Second District includes the cities of Corona, Norco, approximately one-third of the City of Riverside, Eastvale,
and Jurupa Valley (the newest city as of July 1, 2011). The unincorporated communities consist of Home Gardens,
El Cerrito, Coronita, and Highgrove.

District Three includes the cities of Hemet, Murrieta, San Jacinto, and Temecula. Major unincorporated areas in the
District include Aguanga, Anza, Idyllwild, Valle Vista, Winchester, Wine Country, and Pinyon Pines.

District Four is the largest district, covering the eastern two-thirds of the County. Within this District are the cities of
Palm Springs (except the northern portion which resides in District 5), Cathedral City, Rancho Mirage, Palm Desert,
Indian Wells, La Quinta, Indio, Coachella, Desert Hot Springs, and Blythe. Major unincorporated areas include
Bermuda Dunes, Thousand Palms, Sky Valley, Indio Hills, Desert Edge, Mecca, Thermal, Oasis, Vista Santa Rosa,
North Shore, Chiriaco Summit, Desert Center, Lake Tamarisk, Mesa Verde, Colorado River Communities, and
Ripley.

The Fifth District includes the cities of Banning, Beaumont, Calimesa, Menifee, Moreno Valley, Perris, and the
northern portion of Palm Springs. The unincorporated areas include Nuevo, Lakeview, Juniper Flats, Meadowbrook,
Good Hope, a portion of Mead Valley, Romoland, Homeland, Green Acres, Box Springs, Pigeon Pass, Reche
Canyon, San Timoteo Canyon, Oak Valley, Cherry Valley, Banning Bench, Cabazon, Palm Springs Village, and
Palm Springs West.
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The County provides a full range of services. These services are outlined in the table below:

Certificate, Licenses and Permits

Human Services

Birth, marriage, and death certificates, animal
licensing and building permits

Assistance for Families, Veteran Services, Utility
Assistance, Assistance for the Elderly

Children’s Services

Libraries and M

Child Support Services, Mentor programs, and
Children Medical Services

Edward Dean Museum, and Riverside County Law
Library

Criminal Justice

Parks and Recreation

District Attorney, Probation, Public Defender, and
Sheriff

Regional Parks

Education

Pets and Animal Services

Office of Education

Animal Control, and Animal Shelters

Emergency Services

Property Information

Office of Emergency Services, Early Warning
Notification System, Shelter Grant program, and
Homeless program

Building permit report, obtain property information
via GIS, pay property taxes online, track your
property tax online, record map inquiry, information
on new home owners and Riverside County land
information

Envir t

Public and Official Records

Solid waste, liquid waste, medical waste, sewage
disposal, water systems, wells, backflow devices,
food services, public pools and mobile home parks,
vector control, hazardous materials services, fire
protection services, waste reduction, and recycling

Official recorded documents, fictitious business
names search, grantor/grantee search, vital records,
and court records search

Flood Control

Roads and Highways

Flood Control and water conservation

Road maintenance, land development, engineering
services, and survey

Health

Taxes

Family health centers, disease control, nutrition
services, family planning, health education, injury
prevention, emergency medical services, mental
health services, industrial hygiene, laboratory,
Epidemiology, medical marijuana identification
cards

Property tax portal, tax bills, Assessor-County Clerk
Recorder, Treasurer-Tax Collector, and Auditor-
Controller

Housing

First time home buyer programs, low income
housing, rental assistance program, homeless shelter,
and neighborhood stabilization program




FACTORS AFFECTING ECONOMIC CONDITION
State Economy

The California economy continues to work towards recovery. It is predicted that Inland Southern California will
regain its status as one of the high growth regions of the country within a few years. The region currently ranks
fourth in the nation for price appreciation.

The number of California homeowners entering the foreclosure process fell last quarter to the second-lowest level
in seven and a half years. The drop-off is the result of a stronger job market, home price appreciation, and a variety
of government foreclosure avoidance efforts, a real estate information service reported.

The California’s nonfarm payroll jobs increased by 39,800 in October for a total gain of 868,300 jobs since the
recovery began in February 2010, according to data released by the California Employment Development
Department (EDD). The year-over-year change, October 2012 to October 2013, nonfarm payroll employment in
California increased by 207,300 jobs up to 1.4 percent.

The state’s unemployment rate was 10.1 percent in October 2012 and it dropped to 8.7 percent in September 2013,
unchanged in October. Statewide the unemployment ranges from a low 5.0 percent in Marin County to a high of
26.3 percent in Imperial County.

Local Economy

Economist at California State University, Fullerton, projected robust growth in assessed value under a positive
economic scenario. The County Assessor applied the maximum 2 percent inflation factor allowed under Prop. 13 to
the assessed role, in part offsetting ongoing Prop.8 reductions, and allowing for a projected overall rise in enrolled
assessed valuations of 3.95 percent this fiscal year. Also significant reductions in foreclosure-related activity,
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increases in year-over-year median sales prices for residential property, and improvement within the commercial
property market continue to function as stabilizing factors for the rebound of the local real estate market.

Median sale prices of residential properties in Riverside County have increased by approximately 25 percent and
sales volume is up 6 percent year-over-year for August. Accordingly, properties that have not been affected by Prop.
8 assessment reductions are not expected to increase by the traditional 2 percent for the 2014-15 tax year.

Riverside County’s unemployment rate has slightly improved from 12 percent in September 2012 to 10.8 percent in
September 2013. The trade, transportation and utilities sector added the most nonfarm job growth in the Riverside-
San Bernardino-Ontario statistical area on a year-over-year basis, followed by increases in retail trade,
transportation, and warehousing. Leisure and hospitality sector also added jobs as well as education and health
services.

Unemployment Comparison of Neighboring Counties

Los Angeles Imperial Riverside

24 14 14

Source: Employment D Department, S 2013.

Relevant Financial Information

Debt Advisory Committee provides advice to the Board of Supervisors (the Board) on debt issuance and
management.

Pension Advisory Committee provides an institutional framework to help guide policy decisions about retirement
benefits.

Deferred Compensation Advisory Committee provides assurance of the financial stability of the Plan through
prudent monitoring of investments and costs.

Inves Oversight Ca ittee shall cause an annual audit to be performed, and review the annual audit report
prior to submittal to the Board of Supervisors; and to review the County of Riverside (the County) investment
policies.

Financial Reporting Awards

The Government Finance Officers Association (GFOA) of the United States and Canada has awarded a Certificate
of Achievement for Excellence in Financial Reporting to the County of Riverside for its CAFR for the fiscal year
ended June 30, 2012. This was the twenty-fifth consecutive year the County has achieved this prestigious award. In



order to be awarded a Certificate of Achievement, a government entity must publish an easily readable and
efficiently organized CAFR. This report must satisfy both GAAP and applicable legal requirements.

The County of Riverside has also been awarded for Outstanding Achievement in the preparation of the Popular
Annual Financial Report (PAFR), which is also referred to as Financial Highlights for the fiscal year ended June
2012. This was the seventh consecutive year the County has achieved this award. In order to receive an award for
Outstanding Achievement in Popular Annual Financial Reporting, a government entity must publish a PAFR, with
contents conforming to program standards of creativity, presentation, understandability and reader appeal. A
Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR and PAFR
continue to meet the Certificate of Achievement Program’s requirements and we are submitting both reports to the
GFOA to determine the eligibility for new certificates.

Acknowledgments

The preparation of this CAFR could not have been accomplished without the dedicated service of the entire staff of
the Auditor-Controller’s Office, especially the staff members of the General Accounting Division who consistently
produce award winning financial reports. Special recognition goes to the staff members of the contributing
component units, and the County departments for their participation in the preparation of this report.

Additionally, I would like to extend my gratitude to the Board of Supervisors and County Executive Office for their
visionary leadership in making Riverside County a great place to live, work, and to conduct business. Finally, I
would like to thank our independent auditors, Brown Armstrong Accountancy Corporation, for their efforts
throughout this audit engagement.

Respectfully submitted,

PAUL ANGULO, CPA, M.A.
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INDEPENDENT AUDITOR’S REPORT

To the Honorable Board of Supervisors
County of Riverside, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the County of Riverside, California, (the County) as of and for the year ended
June 30, 2013, and the related notes to the financial statements, which collectively comprise the County’s
basic financial statements as listed in the table of contents.

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the Riverside County Flood Control and Water Conservation District (the Flood
Control), Housing Authority of the County of Riverside (the Housing Authority), Riverside County Regional
Park and Open-Space District (the Park District), Perris Valley Cemetery District (the Cemetery District),
Riverside County Redevelopment Successor Agency (the Successor Agency), and Riverside County
Children and Families Commission (the Commission), which represent the following percentages,
respectively, of the assets and revenues of the following opinion units:

Opinion Unit Assets Revenues
Governmental Activities 19% 3%
Business-Type Activities 22% 15%
Aggregate Remaining Fund Information 6% 1%
Discretely Presented Component Units 47% 72%

Those financial statements were audited by other auditors whose reports thereon have been furnished to us,
and our opinions, insofar as it relates to the amounts included for the Flood Control, the Housing Authority,
the Park District, the Cemetery District, the Successor Agency, and the Commission, are based on the
reports of the other auditors.

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

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



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

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component units, each major fund, and the aggregate remaining fund information of the County as of June 30, 2013, and the respective
changes in financial position, and, where applicable, cash flows, and the respective budgetary comparison for the general fund, the
transportation special revenue fund, and the flood control special revenue fund thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Emphasis of Matters

As disclosed in the Note 1 to the financial statements, the County implemented Governmental Accounting Standards Board (GASB) Statements
No. 60, 61, 62, and 63, and implemented GASB Statement No. 65 in advance during the fiscal year 2013. Among these new GASB Statements,
GASB Statement No. 60, Accounting and Financial Reporting for Service Concession Arrangements; GASB Statement No. 63, Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position; and GASB Statement No. 65, Items Previously
Reported as Assets and Liabilities, have significant impact over the County’s financial statements. Our opinion is not modified with respect to
the matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis on pages 3-28,
the County’s Retirement Plans schedule of funding progress on pages 119-120, and the schedule of funding progress for the County’s Other
Post Employment Benefit (OPEB) plan on page 121 be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by GASB, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the County’s basic financial
statements. The introductory section, combining and individual nonmajor fund financial statements and respective budgetary comparison
schedules, and statistical section, are presented for purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and respective budgetary comparison schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the combining and individual nonmajor fund financial
statements and respective budgetary comparison schedules are fairly stated in all material respects in relation to the basic financial statements
as a whole.

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

Other Reporting Required by Auditil

In dance with G Auditing lards, we have also issued our report dated December 13, 2013, on our consideration of the
County’s internal control over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the County’s internal control
over financial reporting and compliance.

BROWN ARMSTRONG
ACCOUNTANCY CORPORATION

.

Bakersfield, California
December 13, 2013

MANAGEMENT’S DISCUSSION




MANAGEMENT’S

DISCUSSION AND ANALYSIS

It is presented as required supplementary information for the benefit of the readers of the Comprehensive Annual
Financial Report.



Ma t’s Discussion & Analysis (Unaudited)
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This section of the County of Riverside (the County)’s Comprehensive Annual Financial Report presents a narrative
overview and analysis of the County’s financial activities for the fiscal year ended June 30, 2013. We encourage
readers to consider the information presented here in conjunction with the Letter of Transmittal beginning on page v
and the County’s basic financial statements which begin on page 29.

FINANCIAL HIGHLIGHTS

e At the close of fiscal year 2012-13, the County’s assets and deferred outflow of resources exceeded its
liabilities and deferred inflow of resources by $4.6 billion (net position). The net position included $860.7
million of unrestricted resources, which may be used to meet the County’s ongoing obligations to citizens
and creditors; $644.7 million of restricted resources, which is required by external sources or through
enabling legislation to be used for specific purposes; and $3.1 billion is net investment in capital assets.

e At the close of the current fiscal year, the County’s governmental funds reported combined fund balances
of $1.1 billion, a decrease of $218.7 million in comparison with the prior year. Approximatelyl7.9% of
this amount ($199.9 million) is available for spending at the County’s discretion (unassigned fund
balance).

e At the end of the current fiscal year, unrestricted fund balance (the total of the committed, assigned, and
unassigned components of fund balance) for the general fund was $252.6 million, or approximately 11.0 %
of total general fund expenditures.

e As of July 1, 2012, the County implemented Governmental Accounting Standards Board Statement
(GASB) No. 65 — Items Previously Reported as Assets and Liabilities. The beginning net position restated
by $10.9 million to write off the unamortized bond issuance costs that were previously reported as assets.
Furthermore, unavailable revenue in governmental funds of $68.7 million was reclassified from liability to
deferred inflows of resources which were recognized as a receivable before time requirements are met, but
after all other eligibility requirements have been met.

e There is a net increase of $8.4 million in deferred inflow of resources related to service concession
arrangement (SCA) for capital assets.

OVERVIEW OF THE FINANCIAL STATEMENTS
This management’s discussion and analysis (MD&A) is intended to serve as an introduction to the County’s basic

financial statements. The illustration below shows how the required parts of this annual report are arranged and
related to one another.

[ FINANCIAL STATEMENTS }

Government-wide (Full accrual) Fund
Governmental activities Governmental (Modified accrual)
Business-type activities Proprietary (Full accrual)

(No internal service or fiduciary funds) Fiduciary (Full accrual)
[ Notes to the Baisc Financial Statements ]

Required Supplementary information

- Retirement plan schedules of
funding progress and employer
contributions

- Combining Statements and
Schedules for Nonmajor
Governmental, Nonmajor
Enterprise, and Fiduciary funds

[ Statistical Section ]

Management’s Discussion & Analysis (Unaudited)

The overview section below summarizes the major feature of the financial statements and describes the structure and
contents of each of the statements in more detail.

Government-wide ___ Fund Financial Statements
Statements Governmental Proprietary Fiduciary
Scope Entire County The day-to-day The day-to-day Instances in which
(except fiduciary operating operating the County is the
funds) activities of the activities of the trustee or agent for
County for County for someone’s
basic governmental business-type resources
services enterprises
Accounting basis Accrual accounting Modified accrual Accrual accounting Accrual accounting
and measurement and economic accounting and and economic and economic
focus resources focus current financial resources focus resources focus

resources focus

Type of asset / All assets and Current assets and All assets and All assets and
liability information liabilities, both liabilities that come liabilities, both liabilities, both
financial and capital, ~ due during the year financial and capital,  short-term and long-
short-term and long- or soon thereafter; no  short-term and long- term
term capital assets or debt term
included
Type of inflow / All revenues and Revenues for which All revenues and All additions and
outflow information  expenses during the cash is received expenses during the deductions during
year, regardless of during the year or year, regardless of the year, regardless
when cash is received  soon thereafter, when cash is received  of when cash is
or paid expenditures when or paid received or paid

goods or services
have been received
and the related
liability is due and
payable

Gover; t-wide Fi ial Stati ts are designed to provide readers with a broad overview of County finances
in a manner similar to private-sector business.

The statement of net position presents financial information on all of the County’s assets, liabilities, deferred
inflow/outflows of resources, with the difference reported as ner position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the County is improving or declining.
The statement of net position in summary can be found on page 8, and in more detail on page 29.

The statement of activities, presented on page 10 in summary and on pages 30 - 31 in detail, provides information
showing how the County’s net position changed during the most recent fiscal year. All changes in net position are
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of the related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will result in cash flows in
future fiscal periods. For example, property tax revenues have been recorded that have been accrued but not yet
collected, and expenditures for compensated absences have been accrued, but not paid.

Both of these government-wide financial statements distinguish functions of the County 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 County include general government, public protection, public ways and facilities,
health and sanitation, public assistance, education, and recreation and cultural services. Governmental activities
include five major funds, twenty nonmajor funds, and a representative allocation of the County’s internal service
funds. The five major governmental funds are the general fund, flood control special revenue fund, transportation
special revenue fund, teeter debt service fund, and public facilities improvements capital projects fund. The
business-type activities of the County include three major enterprise funds, and two nonmajor funds. The major
enterprise funds are the Regional Medical Center, Waste Management, and Housing Authority.
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The government-wide financial statements also provide information regarding the County’s component units,
entities for which the County (the primary government) is considered to be financially accountable. Although
blended component units are legally separate entities, they are, in substance, part of the County’s operations.
Accordingly, the financial information from these units is combined with financial information of the primary
government.

The financial information for the Palm Desert Financing Authority (PDFA) and the Children and Families
Commission (the Commission), both legally separate component units whose governing bodies are appointed by and
serve at the will of the County, are presented separately from the financial information of the primary government.

The blended component units are:

County of Riverside Asset Leasing Corporation (CORAL)
County of Riverside District Court Financing Corporation
County of Riverside Bankruptcy Court Corporation
Housing Authority of the County of Riverside

In-Home Supportive Services Public Authority

Riverside County Flood Control and Water Conservation District (Flood Control)
Riverside County Regional Park and Open-Space District
Riverside County Public Financing Authority

Riverside County Service Areas

Inland Empire Tobacco Securitization Authority

Perris Valley Cemetery District

Fund Financial Statements, illustrated on pages 34 - 51, provide information regarding the three major categories
of County funds — governmental, proprietary, and fiduciary. The focus of governmental and proprietary fund
financial statements is on major funds. Major funds are determined based on minimum criteria set forth in
Governmental Accounting Standards Board (GASB) Statement No. 34, as amended. Like other state and local
governments, the County uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. Fund accounting is also used to aid financial management by segregating transactions related to
certain government functions or activities. A fund is a separate accounting entity with a self-balancing set of
accounts.

Governmental Funds are used to account for essentially the same functions reported as governmental activities in
the government-wide financial statements. Unlike the government-wide financial statements, governmental fund
financial statements often have a budgetary orientation, are prepared on the modified accrual basis of accounting,
and focus primarily on the sources, uses, and balances of current financial resources. 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. Such information may be useful in assessing a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the County’s near-term financing decisions. The governmental funds’ balance sheet and
statement of revenues, expenditures, and changes in fund balances provided are accompanied by reconciliation to
government-wide financial statements in order to facilitate this comparison between governmental funds and
governmental activities.

The County maintains several individual governmental funds organized according to their type (general, special
revenue, debt service, capital projects, and permanent funds). The governmental fund statements present the
financial information of each major fund (the general fund, transportation special revenue fund, flood control special
revenue fund, teeter debt service fund, and public facilities improvements capital projects fund) in separate columns.

Management’s Discussion & Analysis (Unaudited)

Financial information for the remaining governmental funds (nonmajor funds) is combined into a single, aggregated
presentation. Financial information for each of these nonmajor governmental funds is presented in the
supplementary information section.

Budgetary comparison statements are also included in the fund financial statements. The statements present the
County’s annual estimated revenue and appropriation budgets for all governmental fund budgets except for CORAL,
District Court Financing Corporation, Bankruptcy Court, Inland Empire Tobacco Securitization Authority, Public
Financing Authority, and Redevelopment Agency (RDA) Housing Successor Agency. The budgetary comparison
statements have been provided to demonstrate compliance with their respective budgets.

Proprietary Funds are used to account for services for which the County charges customers, either outside
customers or internal departments of the County. Proprietary funds statements, found on pages 46 - 49, provide the
same type of information as shown in the government-wide financial statements with more detail. The County
maintains the following two types of proprietary funds:

e Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The County uses enterprise funds to account for the Regional
Medical Center (RMC), Waste Management, Housing Authority, County Service Areas, and Flood Control.
RMC, Waste Management, and Housing Authority financial statements are reported in separate columns of
the proprietary fund statements due to the materiality criteria defined by GASB Statement No. 34. Financial
information for the remaining enterprise funds (nonmajor funds) is combined into a single, aggregated
presentation. Individual fund statements for County Service Areas and Flood Control are presented in the
supplementary information section.

e [Internal service funds are used to report activities that provide supplies and services for certain County
programs and activities. The County uses internal service funds to account for its records and archive
management, fleet services, information services, printing and mail services, supply services, Enterprise
Solution Division (accounting and human resources information technology system), risk management,
temporary assistance pool, Economic Development Agency (Facilities Management), and flood control
equipment. Because these services predominantly benefit governmental rather than business-type functions,
they have been included within the governmental activities in the government-wide financial statements.
The internal service funds are combined into a single, aggregated presentation in the proprietary fund
financial statements. Individual fund financial information for each internal service fund is provided in the
supplementary information section.

Fiduciary Funds report assets held in a trustee or agency capacity for others and therefore cannot be used to support
the County’s programs nor be reflected in the government-wide financial statements. Fiduciary funds maintained by
the County include a pension trust fund, investment trust funds, private-purpose trust funds, and agency funds. The
fiduciary fund financial statements on pages 50 - 51, are presented on the economic resources measurement focus
and the accrual basis of accounting.

Notes to the Basic Financial Statements provide additional information other than that displayed on the face of the
financial statements and are essential for fair presentation of the financial information in the government-wide and
fund financial statements. The notes can be found on pages 53 - 117 of this report.

Required Supplementary Information, in addition to this MD&A, presents schedules of retirement plan funding
progress and employer contribution. Required supplementary information can be found on pages 119 - 121 of this
report.

Combining and individual fund statements and schedules provide information for nonmajor governmental funds,
nonmajor enterprise funds, internal service funds, and fiduciary funds and are presented immediately following the
required supplementary information. Combining and individual fund statements and schedules can be found on
pages 123 - 176 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve as a useful indicator of a government’s financial position. The table below
focuses on the net position and changes in net position in the County’s governmental and business-type activities. It
presents an analysis of the County’s net position as of June 30, 2013, in comparison to the prior fiscal year 2011-12.
At the end of the current fiscal year, the County reported positive net position in all three categories: net investment
in capital assets, restricted net position and unrestricted net position. Total assets and deferred outflow of resources,
as indicated below, exceeded liabilities and deferred inflow of resources by $4.6 billion representing an increase of
$192.2 million ($181.3 million changes in net position and restatement of $10.9 million, See Note 3), or 4.1%.

A more detailed statement can be found on Page 29 in the government-wide financial statements.
Statement of Net Position

June 30, 2013
(In thousands)

Governmental Business-type Increase/
Activities Activities Total (Decrease)
2013 2012 2013 2012 2013 2012 %
Assets:
Current and other assets $ 2542934 $2903,152 $ 521,110 § 308,604 $ 3064044 § 3211756  -4.6%
Capital assets 3913392 3,704,789 275292 269,673 4,183,684 3974462  5.4%
Total assets 6,456,326 6,607,941 796,402 578277 7,252,728 7,186,218 0.9%
Deferred outflows of resources: 26,821 - 347 - 27,168 - 0.0%
Total deferred outflows of resources 26,821 - 347 - 27,168 - 0.0%
Liabilities:
Current liabilities 651,424 788,496 152,033 100,275 803,457 888771  -9.6%
Long-term labilities 1492824 1543912 333806 311845 1826630 1855757  -1.6%
Total liabilities 2144248 2332408 485,839 412,120 2,630,087 2744528  -4.2%
Deferred inflows of resources: 17,703 - 9,118 - 26,821 - 0.0%
Total deferred inflows of resources 17,703 - 9,118 - 26,321 - 0.0%
Net position:
Net investment in capital assets 2,998,987 2,740,429 118,594 130,510 3,117,581 2,870,939 8.6%
Restricted 550,326 683,835 94346 41,103 644,672 724938 -11.1%
Unrestricted 771,883 851,269 88,852 (5,456) 860,735 845,813 1.8%
Total net position S 4321,196 $4275533 $ 301792 $ 166,157 $ 4620988 S 4441690  4.1%
8
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Below are the three components of net position and their respective balances as of June 30, 2013:

Net investment in capital assets was $3.1 billion, or 67.5%, of the County’s total net position compared to
$2.9 billion, or 64.6%, for fiscal year 2011-12. This component consists of capital assets such as land and
easements, structures and improvements, infrastructure, and equipment, net of accumulated depreciation.
The amount is further reduced by any debt attributable to the acquisition, construction, or improvement of
the assets. The County uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the County’s investment in its capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

$644.7 million, or 13.9%, of the County’s total restricted net position compared to $724.9 million, or
16.3% for fiscal year 2011-12. This component represents external restrictions imposed by creditors,
grantors, contributors, or laws and regulations of other governments and restrictions imposed by law
through constitutional provisions or enabling legislation.

$860.7 million, or 18.6%, of the County’s total net position is unrestricted that may be used to meet the
County’s ongoing obligations to citizens and creditors. Of this amount, $771.9 million is from
governmental activities and $88.8 million from business-type activities, compared to prior year whereas,
$851.3 million was from governmental activities and a $5.5 million deficit from business-type activities.

Statement of Net Position
June 30, 2012 and 2013
(In thousands)

$0 $1,000,000  $2,000,000 $3,000,000 $4,000,000

e |

Net investment in
capital assets

Restricted
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m2013 @2012
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The following table provides information from the Statement of Activities of the County as of June 30, 2013, as compared
to the prior year:

Statement of Activities
For the year ended June 30, 2013
(In thousands)

Governmental Business-type Increase/
Activities Activities Total (Decrease)
2013 2012 2013 2012 2013 2012 %
Revenues:
Programrevenues:
Charges for services $ 588461 $ 580,797 S 600,747 $§ 505665 $ 1189208 $ 1086462  9.5%
Operating grants
and contributions 1,503,390 1,447,694 - s 1,503,390 1447694 3.8%
Capital grants
and contributions 27,695 27,909 698 335.00 28,393 28244 0.5%
General revenues:
Property taxes 277417 322,337 - - 271417 322337 -13.9%
Sales and use taxes 29,751 26,744 - - 29,751 26,744 11.2%
Unrestricted intergovernmental
revenue 220811 226,384 - - 220811 226384  -2.5%
Investment earnings 2,035 11,801 (33) 907 2,002 12,708  -84.2%
Other 206,337 176,113 - - 206,337 176,113 17.2%
Total revenues 2,855,897 2,819,779 601,412 506,907 3,457,309 3326686  3.9%
Expenses:
General government 194,641 270,474 - - 194,641 270,474  -28.0%
Public protection 1,065,373 1,047,202 - - 1,065,373 1,047,202 1.7%
Public ways and facilities 89,469 84,797 - - 89,469 84,797 5.5%
Health and sanitation 422,982 374,950 - - 422,982 374950  12.8%
Public assistance 807,611 827,092 - - 807,611 827,092  -24%
Education 18,998 10,376 - - 18,998 10376 83.1%
Recreation and culture 12,274 15,806 - - 12,274 15806  -22.3%
Interest on long-term debt 29453 39,098 - - 29,453 39,098
Regional Medical Center - - 473916 417,074 473916 417,074 13.6%
Waste Management - - 53,069 57,272 53,069 57,272 -7.3%
Housing Authority - - 90,678 91,469 90,678 91,469 -0.9%
Flood Control - - 2472 2306 2472 2306 72%
County Service Areas - - 459 456 459 456 0.7%
Total expenses 2,640,801 2,669,795 620,594 568,577 3,261,395 3238372 0.7%
Excess (deficiency) before
Transfers 215,096 149,984 (19,182) (61,670) 195,914 88314  121.8%
Transfer in (out) (1,049) (11,702) 1,049 11,702 - - 0.0%
Change in net position, before 214,047 138,282 (18,133) (49,968) 195,914 88314 121.8%
extraordinary items
Extraordinary Items (158,337) 502,639 154,589 - (3.748) 502,639 -100.7%
Change in net position 55,710 640,921 136,456 (49,968) 192,166 590,953 -67.5%
Net position, beginning of year,
as Restated 4,265,486 3,634,612 165,336 216,125 4,430,822 3.850,737  15.1%
Net position, end of year $  4321,196 $ 4275533 § 301,792 $§ 166,157 $ 4622988 § 4441690 4.1%
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The following are specific major factors that resulted in the net position changes in governmental activities between
fiscal years 2012-13 and 2011-12 as shown in the table of the previous page.

Revenues for governmental activities

Revenues from Charges for services increased by $7.7 million, or 1.3%. Charges for services are revenues that arise
from charges to external customers or applicants who purchase, use, or directly benefit from the goods, services, or
privileges provided. The increase was mainly due to law enforcement services provided to cities within the County
of Riverside who have contract with the Sheriff Department for city police services.

Revenues from Operating grants and contributions increased by $55.7 million, or 3.8%, due to significant changes
in the following state and federal sources:

= $19.2 million increase in state’s realignment of public safety programs pursuant to Assembly Bill (AB) 118
for the reallocation of trial court security revenue from charges for services. $11.0 million increase in state
allocation of the one-half cent proposition 172 public safety sales tax funds due to the improvement in sales
activity in the County as the consumer confidence rebounded. $9.6 million increase in local revenue
AB109 criminal justice program due to individuals sentenced to non-serious and non-violent crimes will
serve their sentences in County jails instead of state prison. $37.2 million increase in caseload growth for
calworks and in-home support services programs due to more individuals seeking assistance primarily in
food stamps and medi-cal.

= The increase was offset by $19.1 million decrease in federal grants for nutrition information and education
in Women, Infant, and Children (WIC) programs, the highway user tax was decreased as the state
recaptured overpayment made in fiscal year 2011-12, and American Recovery and Reinvestment Act
(ARRA) program was ended.

Revenues from Capital grants and contributions decreased by $214.0 thousand or 0.8%, due to a reduction in the
number of projects that were awarded by the Federal Aviation Administration (FAA) for federal capital
improvement projects.

Revenues from Property taxes decreased by $44.9 million, or 13.9%, due to the fact the County no longer receiving
the pass through tax increment from the former Redevelopment Agency.

Revenues from Sales and used taxes increased by $3.0 million, or 11.2% was mainly generated from a strong
demand in new automobiles, restaurant sales particularly in quick-service and fast casual chains, and use tax from
the development of solar energy projects. The rate increased from 7.75% to 8.0%. In addition, the last city to
incorporate was Jurupa Valley which received over $6.0 million in sales tax revenue in fiscal year 2011-12, no new
cities are anticipated in fiscal year 2012-13 to further decrease sales tax revenue.

Revenues from Unrestricted intergovernmental revenue decreased by $5.6 million or 2.5%. The decrease was
attributed to $4.5 million received in fiscal year 2011-12 from excess of County allocation of fiscal year 2006-07 to
fiscal year 2009-10 vehicle license fee collections adjusted by State Controller Office. The realignment revenue
received from vehicle license fee decreased by $1.5 million in fiscal year 2012-13.

Revenues from Investment earnings decreased by $9.8 million from $11.8 million to $2.0 million, or 82.8%, as a
result of continual declines in interest earnings reflecting rate cuts by the Federal Reserve and decline in investment
pool earnings.

The significant change in Other revenue sources was in Property Tax — Low and Moderate Income Housing (LMIH)
Residual Assets due to the result of RDA dissolution where unencumbered low and moderate income housing set
aside money AB1484 was distributed to the County according to Successor Agency debt requirement and available
tax increment.
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Governmental Activities
Revenue by Source
For fiscal year ended June 30, 2013
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Expenses for governmental activities

Total expenses for governmental activities were $2.6 billion for the current fiscal year, a decrease of $29.0 million
or 1.1%, as compared to prior fiscal year. The following are the key components accounting for the variance:

*  General government represents $194.6 million, or 7.4%, of the total governmental activities expenses,
decreased by $75.8 million or 28.0% from prior year. The decrease resulted from administrative and
operation costs incurred by the former Redevelopment Agency for low and moderate income housing
related programs, and construction costs of infrastructure and public facilities.

e Public protection represents $1.1 billion or 40.3%, of the total governmental activities expenses, increased
by $18.2 million, or 1.7% from prior year due to sheriff’s payroll and benefits, and construction costs of the
new detention center. Additional analysis can be found in general fund financial analysis on page 18.

e Health and sanitation represents $423.0 million or 16.0% of the total expenses, increased by $48.0 million
or 12.8% from prior year in services and supplies caused by the expansion of Mental Health Service Act
(MHSA) formerly known as Proposition 63. It was approved by California voters to provide a 1.0% tax on
personal income over $1.0 million in order to expand and transform the county mental health service
system.

e $89.5 million, or 3.4% of the total governmental activities expenses, increased by $4.7 million or 5.5% for
public ways and facilities due to roads and road improvement projects.

e $807.6 million or 30.6% of the total expenses, decreased by $19.5 million or 2.4% from prior year for
public assistance which was mainly due to the discontinuation of programs funded by Community
Development Block Grant (CDBG) and the Neighborhood Stabilization Program. The remaining 2.3%
represents education for $19.0 million or 0.7%; recreation and culture for $12.3 million or 0.5%, and
interest on long-term debt for $29.5 million or 1.1%.
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Governmental Activities
Expenses by Function
For fiscal year ended June 30, 2013
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Business-type Activities

The following are specific major factors that resulted in the net position changes in business-type activities between
fiscal years 2012-13 and 2011-12 as shown in the above table.

Revenues: The County has three major business-type activities: Riverside County Regional Medical Center (RMC),
Waste Management, and Housing Authority. In addition, Flood Control and County Service Areas are included in
the business-type activities of the County. Business-type activities recover all or a significant portion of their costs
through user fees and charges and provide services primarily to non-County entities.

For the current year, $600.7 million or 99.9%, of business-type activities program revenue was received from
charges for services, a percentage consistent with the prior fiscal year. The majority of this revenue, $450.3 million,
was received by RMC as compared to $371.8 million for the prior fiscal year. The increase was mainly attributed to
the new revenue sources being earned in the current fiscal year: $54.1 million in federal and state funds for
subsidizing the costs associated with providing care to uninsured and indigent population, $6.8 million in Hospital
Quality Assurance Fee Program, $5.7 million from Electronic Health Record (EHR) incentive program which is a
reimbursement for conversion to electronic health records.

Expenses: Total expenses for business-type activities were $620.6 million for the fiscal year compared to $568.6 million
for the prior fiscal year. This represents an increase of $52.0 million or 9.1%. Expenses of $473.9 million or 76.4% were
incurred by RMC in the current fiscal year, as compared to $417.1 million or 73.4%, for the prior fiscal year. In addition,
expenses for Waste Management Department expenses were $53.1 million or 8.6%, compared to $57.3 million or
10.1% from prior fiscal year; Housing Authority expenses were $90.7 million or 14.6% of total expenses for
business-type activities, compared to prior fiscal year’s expenses of $91.5 million or 16.1%; Flood Control and
County Service Areas account for the remaining 0.5% of expenses consistent with the prior fiscal year.



Management’s Discussion & Analysis (Unaudited)

Revenues and Expenses
Business Type Activities
For fiscal year ended June 30, 2013
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FINANCIAL ANALYSIS OF FUND STATEMENTS

As noted earlier, the County uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental Fund

The focus of the County’s governmental funds is to provide information on the sources, uses, and balances of
spendable resources. Such information is useful in assessing the County’s short-term financial requirements. In
particular, the total fund balance less the nonspendable amount may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year. Types of governmental funds reported by the County
include the general fund, special revenue funds, capital project funds, debt service funds, and permanent fund.

As of June 30, 2013, the County’s governmental funds reported combined fund balances of $1.1 billion, a decrease
of $218.7 million in comparison with the prior year. The components of total fund balance are as follows (See Note
16 - Fund Balances for additional information):

e Nonspendable fund balance — $5.5 million, are amounts that cannot be spent because they are either not in
spendable form or are legally or contractually required to be maintained intact.

* Restricted fund balance — $508.5 million, are amounts that are constrained to being used for a specific
purpose by external parties such as creditors, grantors, laws, or regulations.

e Committed fund balance — $314.4 million, are amounts that are committed for a specific purpose. These
funds require action from the Board of Supervisors to remove or change the specified use.

e Assigned fund balance — $86.4 million, are amounts that have been set aside and are intended to be used for
a specific purpose but are neither restricted nor committed. Assigned amounts cannot cause a deficit in
unassigned fund balance.

e  Unassigned fund balance — $199.9 million, funds that are not reported in any other category and are
available for any purpose within the general fund.
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Total governmental fund revenue increased by $18.1 million or 0.7%, from the prior fiscal year with $2.8 billion
being recognized for the fiscal year ended June 30, 2013. Expenditures decreased by $40.2 million or 1.4%, from
the prior fiscal year with $2.8 billion being expended for governmental functions during fiscal year 2012-13.
Overall, governmental fund balance decreased by $218.7 million or 16.4%. In comparison, fiscal year 2011-12 had a
decrease in governmental fund balance of $432.1 million or 24.5%, over fiscal year 2010-11.

The general fund is the primary operating fund of the County. At the end fiscal year 2012-13, the general fund’s
total fund balance was $357.2 million, as compared to $336.6 million in fiscal year 2011-12. As a measure of the
general fund’s liquidity, it is useful to compare both total fund balance and spendable fund balance to total fund
expenditures. The nonspendable portion of fund balance was $3.2 million, and the spendable portion was $354.0
million. The current year unassigned fund balance is 8.7% of the total general fund expenditures of $2.3 billion, as
compared to 7.6% of the prior year expenditures total of $2.3 billion. The total fund balance of the general fund for
the current year is 15.6% of the total general fund expenditures as compared to 14.9% for the prior year.

Transportation and Land Management Agency fund balance decreased by $9.3 million or 8.9%, due to numerous
large interchange improvement projects costs incurred during fiscal year 2012-13: North Indian Canyon Dr.
Interchange, Palm Dr./Gene Autry Trail Inter-change, Goetz Rd Bridge, Van Buren Bridge and Van Buren Blvd
Interchange.

Flood control fund balance decreased by $1.3 million or 0.5%, $256.3 million from prior year to $254.9 million due
to construction costs increased mainly in new drainage infrastructure projects and maintenance of flood control in
the district’s zones.

Public Facilities Improvement Capital Project fund balance decreased from $242.5 million to $199.6 million, 17.7%
or $42.9 million. The decrease was due to the completion of various building construction and remodeling projects
and the utilization of the reserve for construction account to reimburse costs of multiple capital projects such as,
Desert Hot Springs Family Care Clinic, Blythe Animal Shelter, North Shore Yacht, Smith Correctional Facility,
Palm Desert Sheriff Station, and Lake Matthew Fire Station. In addition, the construction of Eastern Region
Detention Center and Van Horn Youth Treatment and Education Center started during fiscal year 2012-13.

Other Governmental Funds

The other governmental funds reported a combined net decrease in fund balance of $185.8 million. The significant
change was primarily the result of transferring assets and liabilities of all housing functions to Housing Authority of
the County of Riverside from Riverside County Redevelopment Successor Housing Agency.

Proprietary Funds

The County’s proprietary funds financial statements provide the same type of information as the government-wide
financial statements, but in more detail. The Regional Medical Center (RMC) and Waste Management are shown in
separate columns of the fund statements due to materiality criteria as defined by GASB. In addition, the internal
service funds are combined into a single, aggregated presentation in the proprietary fund statements with the
individual fund data provided in the combining statements, which can be found in the supplemental information
section.

At the end of the fiscal year, total proprietary fund net position were $448.3 million, compared to $310.4 million for
prior fiscal year, increased by $137.1 million or 44.1%. Of the year ended balances, unrestricted net position was as
follows:

Regional Medical Center: $-32.6 million
Waste Management: $56.8 million

Housing Authority: $131.3 million

Other enterprise fund activities: $2.5 million
Internal service fund activities: $56.6 million

e o o o o
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RMC’s net position decreased by $10.6 million ($9.8 million and restatement of $0.8 thousands) or 15.8%, from
$67.2 million to $56.6 million. The decrease is attributable to operating expenses including employee benefit and
pension expenses, medical supply purchases, and interest expense from new bond issuance.

Waste Management’s net position increased from $136.3 million to $142.3 million. The increase resulted primarily
from the reclassification of closure, post-closure, and remediation funds into liability accounts.

An increase of $153.7 million in Housing Authority’s net position attributed to the following:

e Increase in total operating revenues due to the additional income received from the Housing Successor
Agency leases and short-term loans.

e Gain from sale of property as a result of transfer of land parcels, loans receivables, and cash to the Housing
Authority as Successor Agency for the housing functions of the former Redevelopment Agency of the
County of Riverside.

e Increase in capital contribution, which is primarily related to the site improvements and modernization
projects that were completed this fiscal year.

Proprietary Funds Net Position
For fiscal year ended June 30, 2013
(In Thousands)
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GENERAL FUND FINANCIAL ANALYSIS

Revenues and other financing sources for the general fund, including comparative amounts from the preceding year are

shown in the following tabulation:

General Fund - Revenues by Source
For fiscal year ended June 30, 2013

(In Thousands)
2013 2012 Increase / (Decrease)

Percent of Percent of Percentage
Revenues by Sources Amount Total Amount Total Amount of Change
Taxes $ 246,144 10.2% $ 216,746 9.3% $ 29,398 13.6%
Intergovernmental revenues 1,561,505 64.8% 1,487,205 63.5% 74,300 5.0%
Charges for services 374,750 15.6% 354,451 15.1% 20,299 57%
Other revenue 133,282 5.5% 156,017 6.7% (22,735 -14.6%
Other financing sources 94,019 3.9% 126,258 54% (32239)  -25.5%
Total $ 2,409,700 100.0% $ 2,340,677 100% $ 69,023 2.9%

General fund revenues had an overall increase of $69.0 million, or 2.9%, from the prior year. The increase was due
primarily to the changes in the following:

An increase of $29.4 million in Taxes from the distribution of property tax - LMIH residual assets as the
result of RDA dissolution where unencumbered low and moderate income housing set aside money
AB1484 according to successor agency debt requirement and available tax increment.

The increase in Intergovernmental revenues was primarily attributed to allocation and realignment revenue
from the State and Federal aids. See explanation previously discussed on page 11.

Charges for services increased by $20.3 million, or 5.7%, was primarily due to law enforcement services
contracted with cities within Riverside County, and election services due to higher number of candidates
running during fiscal year 2012-13 for governmental positions.

The decrease in Other revenue was mainly due to a one time release of committed fund balance in fiscal
year 2011-12 to support program activities related to public social services caused by the shortfall of state
funding.

The decreased in Other financing sources was mainly caused by the reimbursements from capital
improvement program fund to finance capital projects costs in fiscal year 2011-12, and contribution from
other county funds to finance debt service payments. In addition, the County no longer receives negotiated
pass-through payments previously received from the former Redevelopment Agency.



M t’s Discussion & Analysis (Unaudited)

Expenditures and other financing uses for the general fund, including comparative amounts from the preceding year,
are shown in the following tabulation (in thousands):

General Fund - Expenditures by Function
For fiscal year ended June 30, 2013

(In Thousands)
2013 2012 Increase / (Decrease)
Percent of Percent of Percentage
Expenditures by Function Amount Total Amount Total Amount of Change
General government $ 103,896 43% $ 127,195 54% $ (23299)  -183%
Public protection 1,043,017 43.7% 1,010,999 43.0% 32,018 32%
Health and sanitation 388,325 16.3% 369,165 15.7% 19,160 52%
Public assistance 735,057 30.8% 719,670 30.6% 15,387 2.1%
Other expenditures 22,207 0.9% 25,000 1.1% 2793  -11.2%
Other financing uses 96,547 3.9% 98,045 4.2% (1,498) -1.5%
Total $ 2,389,049 100.0% $ 2,350,074 100.0% $ 38,975 1.7%

Total expenditures for general fund were $2.4 billion, an increase of $39.0 million, or 1.7%, from the prior year.
Significant changes are as follows:

e A decrease of $23.3 million, or 18.3% in General government was mainly due to capital project costs
funded by capital improvement program and legal costs incurred in settlement agreement with French
Valley Business Center LLC during fiscal year 2011-12.

e The significant increase in Public protection were including the jail population and additional positions as
the result of implementation of AB109, health benefit contribution to Riverside Sheriff Association (RSA)
Public Safety Unit members from $204.0 per pay period to $356.0, disbursements to the State of CA
Department of Forestry for fire protection services, and the retirement contribution rate for Safety Plan
increased from 21.3% to 22.5%.

e The increase in Health and sanitation was mainly due to higher than anticipated usage of institution for
mental disease, state hospital, and children’s programs, and out-of-network health and mental health
services provided to Low Income Health Program (LIHP) participants.

e The increase in Public assistance was due to hiring caseworkers and support staffs which were caused by
more individuals seeking assistance primarily in Food Stamps and Medi-Cal.

e Other expenditures decreased by $4.5 million, or 18.1%, were mainly due to a decrease in principal and
interest payments for capital asset leases for buildings and other purchases.

GENERAL FUND BUDGETARY HIGHLIGHTS

This section provides a summary of the primary factors attributing to the general fund variances between 1) the
original adopted and the final amended budget, and 2) the final amended budget and the actual revenue and
expenditure amounts. The budgetary comparison statement displays the details of the comparison and is included in
the governmental fund statements section.
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Variance between General Fund Original Adopted and Final Amended Budget

Estimated Revenue Variances

The original adopted general fund estimated revenue budget decreased by $9.5 million, or 0.4%, from $2.47 billion
to the final amended revenue budget of $2.46 billion. The $9.5 million represents a decrease of $51.3 million in
charges for current services, a decrease of $8.6 million in other revenue, offset by increases of $23.4 million in state
aid, $14.3 million in federal aid, and $11.6 million in taxes.

State aid: The increase in state aid of $23.4 million, or 2.3%, was partially the result of increases of $10.5 million
for the Low Income Health Program, $6.9 million for AB109, $2.7 million for public health and $1.5 million in Prop
10 funding. The increase for the LIHP will be used to cover costs associated with the out-of-network services
provided by contracted and non-contracted providers for eligible LIHP participants. The increase in AB109 funding
which shifts responsibility of incarcerating low level offenders from the State to Counties will add eighteen deputies,
two supervisors and two accounting personnel. Lastly, the Riverside County Children and Families Commission
(the Commission) awarded the Department of Public Health funding in the amount of $2.7 million for the Nutrition
and Physical Activity Self-Assessment for Child Care Program. Four positions will be added with this funding.

Federal aid: The increase in federal aid of $14.3 million, or 2.9%, was partially the result of increases of $5.1
million in Department of Public Social Services (DPSS) public assistance administration claims, $3.3 in public
health grants, $2.7 Sheriff and $2.0 Fire. DPSS increased the budget for the implementation of the Community First
Choice Option, which provides home and community based attendant services and support to individuals who meet
the State’s nursing facility clinical eligibility standards. Public assistance administration experienced a shift in the
flow of funds from the state resulting in the addition of five registered nurses and one senior public information
specialist. The Sheriff received an additional $1.0 million from the Department of Justice for a DNA grant aimed at
investigating unsolved homicide cases. The Sheriff also received a $1.1 million Indian Gaming Operation
Stonegarden Grant (OPSG), intended to aid in intelligence gathering, seeking to weaken terrorist activities. The Fire
Department increased their budget by rolling over the following grants from the prior fiscal year: Homeland
Security and the Emergency Management Performance Grant.

Taxes: The increase in taxes of $11.6 million, or 5.5%, was for the redevelopment — low and moderate income
housing residual assets. At the direction of the State Department of Finance, the Auditor-Controller distributed the
monies to the general fund, as ABX126 instructed that assets that were not essential in meeting enforceable
obligations of the redevelopment agencies upon dissolution, be liquidated and distributed to taxing entities, such as
the County.

Charges for current services: The net decrease of $51.3 million, or 11.0%, for charges for current services was
mainly the result of intergovernmental activities. There was also an offset of $7.4 million due to contract increases
to the following law enforcement contract cities: Coachella Valley, Eastvale, and Lake Elsinore.

Other revenue: The decrease in other revenue of $8.6 million, or 10.2%, was primarily the result of
intergovernmental activities and a reclassification of operating transfers to other financing sources. An estimate of
$3.2 million was returned to the county general fund related to a recent settlement resolving a long standing dispute
for sales between fiscal years 2003 and 2012 pertaining to the tobacco master settlement agreement (MSA). Funds
in the amount of $2.2 million will be used for the Van Horn Youth Center construction and $1.0 million will be set
aside for budget stabilization. Unused Capital Improvement Program (CIP) contingency and capital funds for the
Riverside Public Defender building remodel were re-appropriated to the general fund budget stabilization, with the
change to bond financing of this project and completion of other projects.

Expenditure Appropriation Variances

The original adopted general fund appropriation budget of $2.5 billion decreased by $12.0 million, or 0.5%, during
the fiscal year. The significant appropriation changes were an increase of $20.8 million in health and sanitation, and
an increase of $18.6 million in public protection, offset by a decrease of $44.0 million in debt service and a decrease
of $9.7 million in general government.
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The major appropriation variances are described below.

General government: The appropriation budget decreased by $9.9 million, or 5.0%, from the original adopted budget
of $197.2 million to $187.3 million. The following information describes the significant factors for the variances:

e Salaries and employee benefits increased by $2.4 million, or 3.0%. Of the $2.4 million, $1.4 million was
attributed to Economic Development Agency (EDA) is plan to lay off all 25 positions that were initially
slated for layoffs. The remainder is related to Human Resources projects exceeding budgeted payroll costs.

e Other charges increased by $2.5 million, or 3.5%, mainly due to the use of community improvement
designation funds to other county funds by the Board of Supervisors. These increases were offset by
intergovernmental activities.

e Appropriation for contingencies decreased by $13.7 million, or 68.6%. The Sheriff deferred six months of
costs in the amount of $6.0 million for the City of Jurupa Valley (the City), which will allow the City to
remain incorporated, provide essential public safety, while working on the restoration of funding. $1.1
million is to provide essential support and administrative services for court security funding per AB118
funding and SB1021 statutory changes, as these services were transferred from the superior courts to the
counties. To cover the fourth quarter invoice owed per cooperative agreement with the California
Department of Forestry, $3.5 million was requested by the Fire Department. Past property tax
administration fees (PTAF) are to be refunded to cities as a result of the ruling for disputes over tax
calculations, with the first installment paid in April of 2013 for $2.4 million.

e Intrafund transfers decreased by $2.0 million, or 4.4%, mainly belongs to increases by the EDA Property
Management division and Human Resources. The EDA Property Management division increased its
budget by $0.6 million to cover additional project cost being funded by the general fund. Human Resources
increased budget by $0.6 million due to a rise in arbitration and communication services.

Public protection: The appropriation budget increased by $18.6 million, or 1.7%, from the original adopted budget
of $1.1 billion. The following information describes the significant factors for the variances:

e Salaries and employee benefits increased by $2.5 million, or 0.3%, primarily due to Sheriff, Probation,
Public Defender, and District Attorney for positions to implement AB109 criminal justice alignment, for
which $10.4 million was due to intergovernmental activities.

e Services and supplies increased by $10.7 million, or 3.5%, mainly due to Sheriff, Probation, Public
Defender, and District Attorney for implementation of AB109 criminal justice alignment. An increase of
$6.5 million for the Sheriff was distributed to staffing, facility improvement and operational costs,
transportation costs, as well as program and jail alternatives reflecting a multi-disciplinary approach to
realignment and reimbursement of the narrow banding Public Safety Enterprise Communication (PSEC)
project. The Fire Department also added $3.9 million for the California Department of Forestry and
reimbursement for the narrow banding PSEC project.

e Capital assets increased by $4.1 million, or 77.7%, primarily due to the Sheriff Correctional and Patrol
equipment purchases related to AB109. Due to the congestion and the need for expansion, the correctional
facilities increased security throughout the jail system.

Health and sanitation: The appropriation budget increased by $20.8 million, or 4.8%, from the original adopted
budget of $430.1 million to $450.8 million. The following information describes the significant factors for the
variances:

e Salaries and employee benefits increased by $3.7 million, or 1.8%, as a result of a funding increase from
the state, for example, five registered nurse positions and one senior public information specialist were
added to the Department of Public Health.

e Services and supplies increased by $6.0 million, or 6.6%, mainly due increase related to fiscal year 2011-12
approved encumbrance items. In addition, Public Health received funding for the replacement equipment
for 19 Women, Infant and Children (WIC) Supplemental Nutrition Program in addition to a host of other
funding grants.
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e Other charges increased by $9.9 million, or 5.0%, mainly due to the $10.5 million for the Low Income
Health Program and the transfer of $7.0 million in funding from Mental Health to the Regional Medical
Center, offset by intergovernmental activity.

Variance between General Fund Actual Revenues and Expenditures and Final Amended Budget

During the year, the general fund had a positive budget variance of approximately $92.1 million resulting from
unexpended appropriations of $236.7 million, or 9.4%, and overestimated revenue of $144.6 million, or 5.9%. The
following contributed to the variance:

Revenue Variances

General fund actual revenues of $2.3 billion were 5.9%, or $144.6 million, less than the final amended revenue
budget of $2.5 billion. Other revenue, Charges for services, Federal aid, State aid and Rents and concessions were
all less than the final budget with taxes offsetting with an increase to the final budget.

Other revenue: Actual revenues of $26.3 million were less than the final amended budget of $75.7 million by $49.4
million, or 65.3%. This was primarily due to intergovernmental activities, which was offset by a reduction in
contributions to other funds such as CORAL.

Charges for current services: Actual revenues of $374.8 million were less than the final amended budget of $414.5
million by $39.8 million, or 9.6%. A majority of the variance is due to Fire Protection contract services. These
services are budgeted at their full cost without factoring in any salary savings. Actuals were less than the final
budget by $22.6 million due to those savings. Public Health actuals were less than budget by $15.1 million which
was attributed to Low Income Health Program (LIHP) patients being seen in clinics rather than the Ambulatory Care
Centers and the reduction in Medi-Cal rebates due to the LIHP program. EDA programs were less than budgeted by
$8.7 million, as a result of electricity reduction due to solar projects and loss of Successor Agency (former
Redevelopment) funded projects. The Probation Department experience $2.9 million less in revenue than what was
budgeted, as the result of pretrial services that were transferred to the Superior Court of California as of July 1,
2012. These items were all offset by Intergovernmental activities.

Federal aid: Actual revenues of $478.8 million were less than the final amended budget of $508.2 million by $29.4
million, or 5.8%. The following departments received revenue less than budgeted amounts: DPSS, Mental Health,
Probation, Public Health and the Fire Department. Actual reimbursements for Public Assistance Claims were less
than budgeted by $16.4 million. Mental Health revised claims after year-end thus actuals were lower than budgeted
amounts while Probation and Fire experienced a lower than expected reimbursable claim amount. Lastly, Public
Health actuals were lower by $3.0 million due to the late start of the California Visiting Nurse program.

State aid: Actual revenues of $1.0 billion were less than the final amended budget of $1.03 billion by $24.8 million,
or 2.4%. The following describes the significant factors for the variances: Due to a decrease in the amount of state
funding received, contributions to Health and Mental Health Agencies also decreased by $16.5 million.
Expenditures related to the Mental Health Services Act were less than budget by $9.0 million. The implementation
of AB109 was slower than anticipated, which resulted in less actual expenditures than budgeted for Mental Health,
Probation and the Sheriff Department.  Public Health and DPSS received state funding greater than budgeted
amounts. This was due to unanticipated realignment revenue received and increased caseload growth for DPSS.

Rents and concessions: Actual revenues of $3.7 million were less than the final amended budget of $25.3 million by
$21.7 million, or 85.5% as a result of amounts budgeted to the Capital Finance Administration but no activity
throughout the fiscal year.

Taxes: Actual revenues of $246.1 million were greater than the final amended budget of $222.7 million by $23.4
million, or 10.5% and this was the result of ABX126, the sale of redevelopment assets for dissolved agencies.

21



M ment’s Discussion & Analysis (Unaudited)

=)

Expenditure Variances

General fund actual expenditures of $2.3 billion were 9.4%, or $236.7 million, less than the final amended
appropriation budget of $2.6 billion. General government, public assistance, public protection, health and
sanitation, and debt service were the five most significant factors attributing to the unexpended appropriations as
follows:

General government: Actual expenditures of $103.9 million were less than the final amended budget of $187.3
million by $83.4 million, or 44.5%. The following describes the significant factors for the variances:

e Salaries and employee benefits were $4.9 million, or 5.8%, below budget. Savings were achieved from
delaying the layoff of EDA staff while other departments exercised conservative hiring practices.

e Services and supplies were $5.7 million, or 8.5%, less than budgeted due to decrease in Executive Office
subfund activity, lower utility costs and EDA’s anticipated time of use rate that did not materialize as
expected during fiscal year 2012-13.

e Other charges were $66.6 million, or 87.8%, less than budgeted primarily due to intergovernmental
activities. Other savings were the result of decreases in contributions to other funds, and differences in the
variable rate for CORAL lease payments.

Public protection: Actual expenditures of $1.0 billion were less than the final amended budget of $1.1 billion by
$43.4 million, or 4.0%. The following describes the significant factors for the variances:

e Salaries and employee benefits were $14.6 million, or 2.0%, less than budgeted primarily due to Probation,
Sheriff, and the Department of Child Support Services (DCSS). Probation’s savings of $10.7 million is a
result of over 230 unfilled positions. Sheriff had savings of $4.5 from unfilled positions which were offset
by changes in contract Memorandum of Understanding (MOU) rates and overtime law enforcement
services at the Presidential Summit in Rancho Mirage when President Barack Obama met with Chinese
President Xi Jinping. DCSS also experienced savings of $2.1 million from the department’s salary savings
through staff attrition, recruitment issues and unfilled positions. Offset by intergovernmental activities.

e Services and supplies were $13.7 million, or 4.3%, less than budgeted mainly due to Sheriff, Fire, District
Attorney, Probation, Animal Services, Code Enforcement, and Executive Office. Sheriff had savings of
$4.6 million primarily due internal service cost variances as well as contract deferrals. Fire had savings of
$1.3 million due to an increase in contracted rates with the State of California offset by non-asset grant
purchases. District Attorney had savings of $2.4 million due to less than expected cost for software
maintenance, office supplies, and other miscellaneous expenditures. Probation had savings of $3.0 million
primarily due to the implementation of AB109 criminal justice realignment. Probation planned for new
leases to accommodate the anticipated growth and additional Post Release Community Supervision
Accountability Teams (PRCSAT) related expenditures however many of these items were encumbered at
year-end and re-allocated to fiscal year 2013-14. Code Enforcement had savings of $0.8 million mainly
due to fewer than expected abatements. Executive Office had savings of $0.8 million primarily from less
than expected projects costs for AB233 in trial court funding.

e Other charges were $9.6 million, or 21.7%, less than budgeted primarily due to the Sheriff, Probation and
Fire. The Sheriff’s savings of $7.0 million was mainly the result of capital project deferrals. Probation’s
Juvenile Hall Division had savings of $2.1 million unexpended costs that were encumbered for fiscal year
2013-14. Executive Office had savings of $0.9 million due to less expenditure for AB233 in trial court
funding.

e Capital assets were $4.3 million, or 45.0%, less than budgeted due to the County Clerk-Recorder delay in
replacing the Recorder System (CARDS) for $2.3 million along with the cancellation of the Sheriff’s video
visitation project which was cancelled, as the radio were not received by year end.

Health and sanitation: Actual expenditures of $388.3 million were less than the final amended budget of $450.8
million by $62.5 million, or 13.9%.
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The following describes the significant factors for the variances:

e Salaries and employee benefits were $22.1 million, or 10.3%, less than budgeted amounts. Mental Health
Treatment experienced an $8.8 million savings as a result of vacancies in preparation for increased service
demands due to the Affordable Care Act. $4.1 million in additional budgeted Mental Health positions
were not filled until late fiscal year 2012-13 resulting in additional savings. Public Health and Ambulatory
care generated savings of $9.0 million due to vacant positions.

e Services and supplies were $10.0 million, or 10.3%, less than budgeted primarily due to a $5.5 million
savings in the Public Health Agency and a $4.5 million savings in Mental Health. In fiscal year 2012-13,
the Community Health Agency Administration was dissolved and separated into smaller departments such
as Public Health, Environmental Health, and Animal Control. The savings was a result of the shifting of
budgets between the departments and the allocation of expenditures among them. There were also savings
for the Maddy Emergency Medical Services (EMS) program to County physicians and hospitals for their
share of uncompensated emergency medical costs. Mental Health experienced lower actual expenditures
due to lower than anticipated number of licenses required for outside vendors to access their new
Electronic Management of Records System.

e Other charges were $25.5 million, or 12.3%, less than budgeted primarily due to Executive Office, Mental
Health, and the Medical Indigent Services Program (MISP). Executive Office received $16.5 million less
than expected allocation from the State which was based on actual vehicle license revenue. Therefore, less
was available to distribute for the Executive Office’s contribution to health and mental health. Mental
Health had savings of $7.8 million mainly due the ending of SB 90 placement services in fiscal year 2012-
13, placement of clients in other facilities and reduced contractor costs due to programmatic service
delivery costs. There was a saving of $3.8 million for the transition of medically indigent patients to LIHP
payments. These savings were offset by intergovernmental activities.

Public assistance: Actual expenditures of $735.1 million were less than the final amended budget of $762.4 million
by $27.3 million, or 3.6%. The following describes the significant factors for the variances:

e Salaries and employee benefits were $8.0 million, or 3.2%, less than budgeted mainly due DPSS decreasing
the level of temporary staff and vacancies.

e Services and supplies were $10.2 million, or 13.1%, less than budgeted primarily due to DPSS lower than
expected facility charges with the cancellation or delay of large projects, including Norco and Perris Self
Sufficiency, unpurchased software and savings from the C-IV Service Center Technology Deployment
project.

e Other charges were $9.0 million, or 2.1%, less than budgeted primarily due to a decrease in caseloads for
Stage 1 childcare services, CalWorks, ad Foster Care Programs. DPSS also had a $3.3 million from the
delay in the implementation of the Child Welfare Service (CWS) Counseling Assessment Referral
Treatment (CART) Memorandum of Understanding (MOU) and the In-Home Supportive Services MOE
which was not effective until December 2012.

Debt service: Actual expenditures of $19.6 million were less than the final amended budget of $41.1 million by
$21.5 million, or 52.4%, primarily due to a decrease in principal and interest payments for capital asset leases for
buildings and other purchases.

CAPITAL ASSETS AND DEBT ADM

STRATION
Capital Assets

As of June 30, 2013, the County’s capital assets for both its governmental and business-type activities amounted to
$4.2 billion (net of accumulated depreciation). The capital assets include land and easements, land improvements,
construction in progress, equipment, and infrastructure. The County’s infrastructure is comprised of channels, storm
drains, levees, basins, roads, traffic signals, bridges, runways, parks, park trails, and landfill liners. The County’s
capital assets increased by 5.4%, or $214.2 million, from $4.0 billion in fiscal year 2011-12 to $4.2 billion in fiscal
year 2012-13.
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Construction in progress experienced a decrease from a 24.1% in fiscal year 2011-12 to a 9.8% increase in fiscal
year 2012-13, as the last major projects funded with capital improvement plan funds are underway or nearing
completion and no new redevelopment projects were initiated. There are more worthy projects than there is debt
capacity, which is currently reserved for jail construction and existing projects. This fiscal year an increase in
equipment of 23.4% took place and 9.8% in structures and improvements, as major general fund projects that were
underway were completed and equipment was distributed to respective departments for the Public Safety Enterprise
Communication (PSEC) project, such as the Sheriff Department.

In fiscal year 2012-13, new major projects budgeted for construction and design included the following: The new
Alternate Emergency Operations Center, Communications Hub and Tower Relocation project in Indio, with a
budget amount of $11.1 million. The Indio prime communication site will relocate to the County Sheriff’s Station at
Doctor Carreon Boulevard. It will meet required communication coverage objectives to immediate areas in and
around the City of Indio, and will also provide the required network linkages to other sites within the PSEC system,
consisting of approximately 14,000 square feet of improvements and a new tower that will measure 150 feet in
height. The County was awarded grant funding for the expansion of the East County Detention Center, resulting in
the demolition of four courtrooms and the creation of two projects which entail four new courtrooms strategically
located to better serve the needs of the court. Two new courtrooms for $7.8 million will be adjacent to Southwest
Juvenile Hall and will provide courtrooms solely for juvenile cases and $2.6 million for two 6,415 square feet new
courtrooms at the Larson Justice Center, to alleviate the need to utilize existing criminal courtrooms for family law
and community court cases. The County’s Transportation Improvement Program budgeted for three major projects.
The ramp improvement for $4.0 million on Interstate 10 at Hobson Way, west of the inspection station will improve
traffic flow and enhance safety, as well as $2.5 million for the bike lane and multi-purpose trail improvements along
the Santa Ana River from the Prado Basin near Highway 71 to the Green River Golf Course. The resurfacing of
Stanford Street from Thornton Avenue to Florida Avenue and a traffic signal in the intersection of Stanford Street
and Mayberry Avenue in the East Hemet community for $1.5 million.

Construction in Progress

Additions to Construction in Progress for fiscal year 2012-13:
In fiscal year 2012-13, additions in the amount of $270.1 million consisted of costs related to existing projects and
new projects.
Existing project costs include the following:
e Roads and signal infrastructure additions were $90.million.

e The EDA incurred $50.3 million for projects such as the East County Detention Center consisting of 1,250
new beds up from 353 beds, as Riverside County has the fastest growing population and the detention
center bed growth has not kept pace with the population growth. Approximately 10,000 square feet for
the Jurupa Valley Sheriff’s Evidence Warehouse and 14,335 square feet for the Rubidoux Child
Development Center.

e Public Safety Enterprise Communication (PSEC) experienced $16.7 million.

e Library projects for $11.7 million include the renovation to the Palm Desert Library, which will include a
new audio-visual section, computer area, and additional visitor space.

e CREST project incurred an additional $5.5 million towards the new integrated property tax management
system.

New project costs include the following:
e Transportation and Land Management Agency experienced the addition of $30.9 million in infrastructure.
e PSEC sustained $25.6 million towards the cell towers.
e Flood Control incurred $19.8 million in new cost for storm drains and channels.

e The EDA cost was $4.8 million for projects such as the addition of 12 new offices on 14th Street and
improvement for the Department of Mental Health and the new classroom and special training facility
space dedicated to the Sheriff and Fire Department at the Ben Clark Training Center.
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Construction in Progress Transfers

Completed construction in progress projects of approximately $169.5 million were transferred from construction in
progress to other designated capital asset accounts during fiscal year 2012-13. The major projects were as follows:

e $148.2 million was transferred to structures and improvements. Examples include, the 77,000 square foot
Thermal Sheriff Station for $41.2 million, which is comprised of a forensic laboratory, a 12,000 gallon
fueling station, and a 12,000 square foot hanger. Perris Valley’s Big League of Dreams Sports Park for
$26.8 million, consists of six baseball fields, four of which are designed to look like scaled down versions
of the Dodger, Angel, and Yankee stadiums, as well as Fenway Park. The completion of the state of the
art Northwest Riverside County/City Animal Shelter, which accommodates for 400 dogs, 200 cats, 12
horses, and a variety of other animals for $26.7 million. Cabazon’s Civic Center for $16.0 million,
provides the benefit of a 13,026 square feet child development center, a 5,470 square feet library, an
administration building for Cabazon Water District and many other amenities. $11.4 million for the Mead
Valley Library Project, consisting of a 22,000 square foot library, reading rooms, a photovoltaic system,
ampbhitheater, and street improvements.

e $12.2 million was transferred to infrastructure. The Day Creek Channel, Stage 6, Phase 2 located in
Jurupa Valley and the Calimesa Avenue L Storm Drain were completed by the Flood Control and Water
Conservation District at a cost of $10.9 million. Regional Park and Open Space District incurred $1.0
million, primarily design and development for ventures such as the Santa Ana River Trail (SART) and the
Prado Dam linkage. Land acquisition for the expansion of the Highgrove Trails to serve the increased
demand for recreational trails resulting from large population increases in western Riverside County and
the Highgrove area in particular, as well as for future infrastructure intended to connect city water and
sewer to Mayflower Park, situated alongside the Colorado River in Blythe.

Land and Easements

Additions of $19.6 million in land were processed this fiscal year. Approximately 37.4 acres of land located on the
southwest corner of Highway 111 and Oasis Street in Indio was acquired for $13.0 million. Currently the National
Date Festival Fair Grounds buildings occupy 33 acres of the land and 4.21 acres is used by the existing County Jail
buildings in Indio, which are subject to demolition as part of the New East County Detention Center Project. The
Flood Control District had land additions of $4.4 million, for which $1.1 million was for the construction of flood
control improvements with appurtenances for the Homeland/Romoland Master Drainage Plan Line A Stage 3. The
project traverses the cities of Perris and Menifee and consists of new road crossings, mostly an interim unlined open
channel with the intent to provide immediate flooding relief for the area east of the I-215 freeway, in particular for
the area adjacent to Encanto Road.

Service Concession Arrangements

Pursuant to GASB Statement Number 60, Waste Management reports $8.8 million for the Edom Hill Transfer
Station Building and Improvements Service Concession Arrangement. The 30,000 square foot facility provides
transfer capabilities for the County of Riverside solid waste processing and follows the closure of the adjacent Edom
Hill Landfill. It includes a Household Hazardous Waste operation and a 460,000 gallon water tank for fire
protection.

Depreciable Capital Assets

The following is a breakdown of the additions, retirements, and transfers which make up the balance of depreciable
capital assets:

Additions to Depreciable Assets:

Total fiscal year 2012-13 depreciable capital asset current year additions of $81.3 million were comprised of the
following:

e Infrastructure in the amount of $37.1 million consisting of donated roads in the amount of $28.4 million
and $8.4 million in flood storm drains and channels.
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e Equipment in the amount of $42.9 million distributed as follows:
Equipment leased $ 25.9 million
Equipment field 7.4 million
Computer and office equipment 3.3 million
Miscellaneous equipment 3.6 million
Equipment vehicles 2.7 million

Retirements of Depreciable Assets:

Retirement of depreciable assets totaled $25.1 million. Equipment was retired ranging from the categories of
computer and office equipment to vehicle and leased equipment in the amount of $18.3 million. This figure
includes $11.0 million in vehicles sent to surplus for auction sales and approximately $2.2 million in phone system
equipment, making way for the converged network project to reduce communication cost. Structures and
improvements experienced $6.6 million, such as the demolition of the 11™ Street jail. The structure was
approximately 30,000 square feet, which posed a health and safety hazard and is intended to be replaced by a
pedestrian plaza immediately adjacent to the to the historic Riverside County Courthouse.

Depreciable Transfers:

Completed construction in progress transferred for approximately $169.5 million as noted above.

Depreciation Note:

In the government-wide financial statements, depreciable capital assets are depreciated from the acquisition date to
the end of the fiscal year. However, in the fund financial statements of the governmental funds, depreciable capital
assets are accounted for as expenditures when payments are made. This fiscal year, depreciable capital assets for
governmental and business-type activities combined incurred $137.5 million in depreciation.

Analysis of Capital Assets:

Capital assets for the governmental and business-type activities are presented below to illustrate changes from the
prior year:

Capital Assets (net of depreciation, in thousands)

Governmental Business-type Increase/
Activities Activities Total (Decrease)
2013 2012 2013 2012 2013 2012 %

Infrastructure $ 1415087 $ 1436036 $ 43844 $ 47366 $ 1458931 § 1483402 -1.6%
Land and casements 469,522 449,978 21,358 21,351 490,880 471,329 4.1%
Land improvements 87 88 3,080 3,662 3,167 3750 -15.5%
Structures and

improvements 1,103,314 988,262 121,056 126,899 1,224,370 1,115,161 9.8%
Equipment 110,155 84,889 12,118 14,206 122,273 99,095  23.4%
Construction in porgress 815,227 745,536 65,006 56,189 880,233 801,725 9.8%
Concession Arrangements - - 8,830 - 3,830 - 0.0%
Total Outstanding $ 3913392 § 3704789 $ 275292 $ 269,673 $ 4,188,684 $ 3974462 5.4%

Additional information on the County’s capital assets can be found in Note 8 of this report.
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Debt Administration
Per Board of Supervisors policy, the County’s Debt Advisory Committee reviews all debt issuances of the County
and its financing component unit organizations and advises the Board of Supervisors accordingly. Net bonded debt

per capita equaled $359.0 million as of June 30, 2013. The calculated legal debt limit for the County is $2.5 billion.

The following are credit ratings maintained by the County:

Moody's Investors Standard &
Services, Inc. Poor's Corp. Fitch
Long-termlease debt Aal3 AA AA-
Issuer credit Aa3 AA AA-

The County issued tax-exempt Tax and Revenue Anticipation Notes (TRANs) to provide needed cash to cover the
projected intra-period cash flow deficits of the County’s General Fund during the fiscal year July 1 through June 30.
In fiscal year 2012-13, the County issued $250.0 million in TRANSs to satisfy short-term cash flow needs. In
December 1993, the Board of Supervisors formally passed a resolution necessary for the County to adopt the Teeter
Plan (the alternate method of property tax distribution). The plan required the “buy-out” of delinquent taxes and the
annual advance of unpaid taxes to participating agencies. For fiscal year 2012-13, funding for the County’s ongoing
obligation under Teeter was accomplished through the sale of Tax-Exempt Commercial Paper Notes. During fiscal
year 2012-13, the County retired $79.0 million of the $171.3 million principal amount outstanding at June 30, 2012.
The County then issued $50.5 million of Series D notes, leaving an outstanding balance of $142.8 million at June
30, 2013. This amount includes funding to advance $52.9 million fiscal year 2011-12 delinquencies and refunding
of $89.90 million of prior years’ property taxes that remain delinquent. The County’s General Fund is pledged to the
repayment of the Series B delinquent taxes.

The table below provides summarized information (including comparative amounts from the preceding year) for the
County’s outstanding long-term liabilities as of June 30, 2013.

County's Outstanding Debt Obligations

(In Thous ands)

Governmental Business-type Increase/
Activities Activities Total (Decrease)

2013 2012 2013 2012 2013 2012 %

Loan payable s 4420 § 4925 $ - s - B 4420 § 4925 -103%
Bonds payable 744,460 750,492 143,710 121,061 888,170 871,553 1.9%
Certificate of participation 282,095 309,511 - = 282,095 309,511 -8.9%
Capital leases 67,748 100,995 7224 12,055 74972 113,050  -33.7%
Total outstanding S 1098723 $ 1165923 $ 150934 § 133,116 S 1249657 § 1299039  -38%

Outstanding Debt: The County of Riverside’s total debt decreased by 3.8% or $49.4 million during the current fiscal
year primarily due to scheduled retirements of outstanding debt. Additional information on the County’s long-term
debt can be found in Note 14 of this report.
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ECONOMIC FACTORS AND THE FISCAL YEAR 2013-14 BUDGET OUTLOOK

Economists’ forecasts remain relatively unchanged for the upcoming fiscal year. There will be slow growth, if any,
over the near future. Riverside County’s budget plans for fiscal year 2013-14 eliminate the use of one-time reserves
to fund ongoing operating costs. Reports of improving job and housing markets produce confirmation that economic
recovery is under way and that the worst is in the past.

Fiscal year 2013-14 discretionary revenue is expected to increase by approximately 3.0% ($16.4 million) when
compared to fiscal year 2012-13. The following table reflects anticipated discretionary revenue totals and sources
for fiscal year 2013-14.

Final

Budget

Estimate
Source (In Thousands)
Taxes $ 216,203
Other Taxes 42,658
Licenses, Permits, Franchise Taxes 5,000
Fines, Forfeitures, Penalties 24,006
Use of Money and Property 2,603
State 195,666
Federal 2,050
Charges for services 629
Miscellaneous 97,844
Total $ 586,059

The County’s employee retirement benefit contribution rate for fiscal year 2013-14 for miscellaneous members is
15.0% and the Safety contribution rate is 23.4%.The employer rate for both plans is subject to changes in future
years, as it continues to reflect changes in investment return and the County’s growth rate, among other factors.
Fiscal year 2014-15 rates are projected at 14.5% (Miscellaneous) and 21.9% (Safety). Additional information
regarding the County’s retirement plans are included in Notes 20, 21, and 22 of the financial statements and
schedules of retirement funding progress are included in the required supplementary information section.

The fiscal year 2013-14 assessment roll value increased by 4.0%, yielding a total property tax roll of $213.0 billion,
compared to $204.9 billion in fiscal year 2012-13. The $8.1 million increase included a reduction in foreclosure
related activity, increase in both residential sales prices and volume, a full 2.0% increase in inflation factor, and a
slight increase in some commercial properties.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the County’s finances. Questions concerning any
of the information provided in this report or requests for additional financial information should be addressed to the
County of Riverside, Office of the Auditor-Controller, County Administrative Center, 4080 Lemon Street - 1"
Floor, P.O. Box 1326, Riverside, CA 92502-1326 Phone: (951) 955-3800; Fax: (951) 955-3802; website:
www.auditorcontroller.org.
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COUNTY OF RIVERSIDE
Statement of Net Position
June 30, 2013
(Dollars in Thousands)

Primary Government Component Units
Children and ~ Palm Desert
Governmental ~ Business-type Families Financing
Activities Activities Total Commission Authority
ASSETS:
Cash and investments (Note 4) $  1,090226 § 142,589 § 1232815 § 43522 § -
Receivables, net (Notes 1 and 6) 403,805 181,187 584,992 4252 -
Internal balances (Note 7) 60,577 (60,577) - - -
Inventories 6,569 8,418 14,987 - -
Prepaid items and deposits 6,344 5,390 11,734 - -
Restricted cash and investments (Notes 4 and 5) 456,157 137,050 593,207 - 12,163
Other noncurrent receivables (Note 6) 41,356 - 41,356 - 42,702
Loans receivable (Note 6) - 72,037 72,037 - -
Pension asset, net (Notes 20 and 21) 451,501 648 452,149 - -
OPEB asset, net (Note 22) 26,399 - 26,399 - -
Land held for resale - 34,368 34,368 - -
Capital assets (Note 8):
Nondepreciable assets 1,284,749 95,194 1,379,943 - -
Depreciable assets, net 2,628,643 180,098 2,808,741 - -
Total assets 6,456,326 796,402 7,252,728 47,774 54,865
DEFERRED OUTFLOWS OF RESOURCES:
Defeasance of debt - 347 347 - -
Interest rate swap (Note 14) 26,821 - 26,821 - -
Total deferred outflows of resources 26,821 347 27,168 - -
LIABILITIES:
Current Liabilities:
Cash overdrawn (Note 4) - 21,647 21,647 - -
Accounts payable 107,241 17,242 124,483 2,666 1
Salaries and benefits payable 66,455 12,799 79,254 94 -
Due to other governments 27,071 97,688 124,759 13 -
Interest payable 8,960 870 9,830 - 532
Deposits payable 352 89 441 - -
Advances from grantors and third parties (Note 12) 271,093 - 271,093 - -
Notes payable (Note 13) 142,840 - 142,840 - -
Other liabilities 591 1,698 2,289 - -
Interest rate swap (Note 14) 26,821 - 26,821 - -
Long-term liabilities (Note 14) :
Due within one year 178,450 36,947 215,397 161 5,070
Due beyond one year 1,314,374 296,859 1,611,233 118 51,175
Total liabilities 2,144,248 485,839 2,630,087 3,05