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$349,390,000* 
TORRANCE JOINT POWERS FINANCING AUTHORITY 

LEASE REVENUE BONDS, SERIES 2020 
(FEDERALLY TAXABLE)  

 
PLEASE BE ADVISED that the above-referenced Preliminary Official Statement (the 

“Official Statement”) is hereby supplemented and amended to make the changes described 
below. Capitalized terms used but not defined herein have the meanings given to such terms in 
the Preliminary Official Statement. 

 
1. The second bullet point appearing under the heading “THE LEASED PROPERTY – 

Substitution” is hereby amended to read in its entirety as follows: 
 

• If the Substitute Property is property other than all or a portion of the 
City’s streets, the City has obtained a CLTA policy of title insurance 
insuring the City’s leasehold estate hereunder in the Substitute 
Property, subject only to Permitted Encumbrances, in an amount at 
least equal to the estimated value thereof. 
 

2. The first full paragraph appearing under the heading “SECURITY FOR THE BONDS – 
Insurance – Property Insurance” is hereby amended to read in its entirety as follows: 

 
Under the Lease Agreement, the City shall procure and maintain, or 

cause to be procured and maintained, throughout the Term of the Lease 
Agreement, property insurance against loss or damage to all improvements 
situated on the Leased Property. Such property insurance shall be in an amount 
at least equal to 100% of the aggregate principal amount of the Outstanding 
Bonds, except when the Leased Property consists of all or a portion of the City’s 
streets.   

 
3. Appendix B to be appended to the Official Statement containing summaries of certain 

provisions of the Indenture will include changes to reflect the amendments described above. 
 
This Supplement does not amend or supplement the Preliminary Official Statement in 

any manner other than as expressly described above.  This Supplement should only be read in 
conjunction with the Preliminary Official Statement. 

 
The date of this Supplement is October 7, 2020. 
 
 

-- End of Supplement -- 
 

 
* Preliminary; subject to change. 
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PRELIMINARY OFFICIAL STATEMENT DATED SEPTEMBER 28, 2020 

 
 

NEW ISSUE - FULL BOOK-ENTRY                         S&P: “AA” 
      See “RATING” herein. 

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel, subject, however, to 
certain qualifications described herein, under existing law, interest on the Bonds is exempt from State of California personal income 
taxes.  Bond counsel observes that interest on the Bonds is not excluded from gross income for federal income tax purposes. See 
“TAX MATTERS” herein.”  

$349,390,000* 
TORRANCE JOINT POWERS FINANCING AUTHORITY 

LEASE REVENUE BONDS, SERIES 2020 
(FEDERALLY TAXABLE)  

Dated: Date of Delivery                   Due: October 1, as shown on inside cover 
Authority for Issuance.  The bonds captioned above (the “Bonds”) are being issued by the Torrance Joint Powers 

Financing Authority (the “Authority”) under resolutions adopted by the Board of Directors of the Authority and the City Council 
of the City of Torrance (the “City”) on July 28, 2020, and an Indenture of Trust dated as of October 1, 2020 (the “Indenture”), 
by and between the Authority and The Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”).  See “THE 
BONDS – Authority for Issuance.” 

Purpose.  The proceeds of the Bonds will be used to (i) refund a portion of the City’s obligations under the CalPERS 
Contract, and (ii) pay the costs of issuing the Bonds.  See “FINANCING PLAN.” 

Security for the Bonds.  Under the Indenture, the Bonds are payable from and secured by a first pledge of and lien on 
“Revenues” consisting primarily of lease payments (the “Lease Payments”) made by the City for the lease of property under 
a Lease Agreement dated as of October 1, 2020, between the Authority, as lessor, and the City, as lessee, concerning the 
leaseback of certain real property, as described in this Official Statement.  The Bonds are also secured by certain funds held 
under the Indenture. See “SECURITY FOR THE BONDS.” 

Bond Terms; Book-Entry Only. The Bonds will bear interest at the rates shown on the inside cover page, payable 
semiannually on April 1 and October 1 of each year, commencing on October 1, 2021, and will be issued in fully-registered 
form without coupons in integral multiples of $5,000.  The Bonds will be issued in book-entry only form, initially registered in 
the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).  Purchasers of the 
Bonds will not receive certificates representing their interests in the Bonds.  Payments of the principal of, premium, if any, and 
interest on the Bonds will be made to DTC, which is obligated in turn to remit such principal, premium, if any, and interest to 
its DTC Participants for subsequent disbursement to the beneficial owners of the Bonds.  See “THE BONDS − General 
Provisions.” 

Redemption.  The Bonds are subject to redemption prior to maturity.  See “THE BONDS – Redemption.”  
The Bonds are special obligations of the Authority, payable solely from and secured by a pledge of the Revenues 

as specified therein and in the Indenture.  Neither the faith and credit nor the taxing power of the Authority, the City 
or the State of California, or any political subdivision thereof, is pledged to the payment of the Bonds.  

The obligation of the City to pay Lease Payments does not constitute an indebtedness of the City, the State of 
California, or any of its political subdivisions within the meaning of any constitutional or statutory debt limitation or 
restriction, and does not constitute an obligation for which the City or the State of California is obligated to levy or 
pledge any form of taxation or for which the City or the State of California has levied or pledged any form of taxation.  
The Authority has no power to tax. 

MATURITY SCHEDULE 
(see inside cover) 

This cover page contains certain information for general reference only.  It is not a summary of all the provisions of the 
Bonds.  Prospective investors must read the entire Official Statement to obtain information essential to making an informed 
investment decision. 

The Bonds are offered when, as and if issued, subject to approval as to their legality by Jones Hall, A Professional Law 
Corporation, San Francisco, California, Bond Counsel, and subject to certain other conditions.  Certain legal matters will also 
be passed upon for the Authority and the City by Jones Hall, A Professional Law Corporation, as Disclosure Counsel.  Certain 
legal matters will be passed upon for the Authority and the City by the City Attorney of the City. Certain legal matters will be 
passed on for the Underwriters by Norton Rose Fulbright US LLP, Los Angeles, California, as Underwriters’ Counsel. It is 
anticipated that the Bonds will be delivered in book-entry form through the facilities of DTC on or about October 20, 2020. 

 Morgan Stanley  
BofA Securities  Siebert Williams Shank & Co. LLC 

 
 
The date of this Official Statement is: _____ __, 2020 

 
* Preliminary; subject to change. 



 
 
 
 

TORRANCE JOINT POWERS FINANCING AUTHORITY 
LEASE REVENUE BONDS, SERIES 2020 

(FEDERALLY TAXABLE) 
 

MATURITY SCHEDULE 
(Base CUSIP:† ________) 

 
 

$_____ Serial Bonds 
 

Maturity Date 
(October 1) 

Principal 
Amount 

Interest 
Rate Yield Price CUSIP† 

      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      

 
 

$______ - ____% Term Bonds due October 1, 20__; Yield ____%;  
Price ___; CUSIP†: ___ 

 
$______ - ____% Term Bonds due October 1, 20__; Yield ____%;  

Price ___; CUSIP†: ___ 
 
 
 
 
 
 
 
 
    
C: Yield to the first optional redemption date of October 1, 20__, at par. 
† CUSIP Copyright 2020, CUSIP Global Services, and a registered trademark of American Bankers Association. CUSIP data herein is provided 
by CUSIP Global Services, which is managed on behalf of American Bankers Association by S&P Capital IQ. Neither the Authority nor the City 
takes any responsibility for the accuracy of the CUSIP data. 
 



 

TORRANCE JOINT POWERS FINANCING AUTHORITY 
CITY OF TORRANCE, CALIFORNIA 

 
 
 

AUTHORITY BOARD/CITY COUNCIL 
 

Patrick J. Furey, Chairperson/ Mayor 
Heidi Ann Ashcraft, Director/Councilmember 
George K. Chen, Director/Councilmember 

Tim Goodrich, Director/Councilmember 
Mike Griffiths, Director/Councilmember 
Sharon Kalani, Director/Councilmember 

Aurelio Mattucci, Director/Councilmember 
 

AUTHORITY/CITY OFFICIALS 
 

Aram Chaparyan, Executive Director/ City Manager 
Patrick Sullivan,  General Counsel/City Attorney 

Eric E. Tsao, Treasurer/Finance Director* 
Sheila Poisson, Assistant Finance Director 

Dana Cortez, City Treasurer 
Rebecca Poirier, Secretary/City Clerk 

 
   

 
 

PROFESSIONAL SERVICES 
 
 

BOND AND DISCLOSURE COUNSEL 
Jones Hall, A Professional Law Corporation 

San Francisco, California 
 

MUNICIPAL ADVISOR 
NHA Advisors, LLC 

San Rafael, California 
 

Trustee 
The Bank of New York Mellon Trust Company, N.A. 

Los Angeles, California 
 
 

 
* Mr. Tsao is anticipated to retire from the City of Torrance effective on or about October 25, 2020. Upon Mr. Tsao’s 
retirement, Ms. Poisson will succeed Mr. Tsao as Interim Finance Director. 



 

 

GENERAL INFORMATION ABOUT THIS OFFICIAL STATEMENT 
 
 

Use of Official Statement.  This Official Statement is submitted in connection with the sale of the Bonds referred 
to herein and may not be reproduced or used, in whole or in part, for any other purpose.  This Official Statement is 
not a contract between any bond owner and the Authority or the Underwriters.  

No Offering Except by This Official Statement.  No dealer, broker, salesperson or other person has been 
authorized by the Authority or the Underwriters to give any information or to make any representations other than 
those contained in this Official Statement and, if given or made, such other information or representation must not be 
relied upon as having been authorized by the Authority or the Underwriters.  

No Unlawful Offers or Solicitations.  This Official Statement does not constitute an offer to sell or the solicitation 
of an offer to buy nor may there be any sale of the Bonds by a person in any jurisdiction in which it is unlawful for 
such person to make such an offer, solicitation or sale. 

Preparation of Official Statement.  The information set forth in this Official Statement has been furnished by the 
Authority and other sources which are believed to be reliable, but it is not guaranteed as to accuracy or completeness.  

The Underwriters have provided the following sentence for inclusion in this Official Statement:  The Underwriters 
have reviewed the information in this Official Statement in accordance with, and as part of, their responsibilities to 
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriters do not guarantee the accuracy or completeness of such information. 

Estimates and Forecasts.  When used in this Official Statement and in any continuing disclosure by the Authority 
in any press release and in any oral statement made with the approval of an authorized officer of the City or the 
Authority or any other entity described or referenced herein, the words or phrases “will likely result,” “are expected 
to”, “will continue”, “is anticipated”, “estimate”, “project”, “forecast”, “expect”, “intend” and similar expressions identify 
“forward looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.  Such 
statements are subject to risks and uncertainties that could cause actual results to differ materially from those 
contemplated in such forward-looking statements.  Any forecast is subject to such uncertainties.  Inevitably, some 
assumptions used to develop the forecasts will not be realized and unanticipated events and circumstances may 
occur.  Therefore, there are likely to be differences between forecasts and actual results, and those differences may 
be material. The information and expressions of opinion herein are subject to change without notice, and neither the 
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, give rise to any 
implication that there has been no change in the affairs of the City, Authority or any other entity described or 
referenced herein since the date hereof. 

Stabilization of Prices.  In connection with this offering, the Underwriters may overallot or effect transactions 
which stabilize or maintain the market price of the Bonds at a level above that which might otherwise prevail in the 
open market.  Such stabilizing, if commenced, may be discontinued at any time.  The Underwriters may offer and sell 
the Bonds to certain securities dealers, dealer banks and banks acting as agent at prices lower than the public offering 
prices stated on the inside cover page of this Official Statement, and those public offering prices may be changed 
from time to time by the Underwriters. 

Document Summaries.  All summaries of the Indenture or other documents referred to in this Official Statement 
are made subject to the provisions of such documents and qualified in their entirety to reference to such documents, 
and do not purport to be complete statements of any or all of such provisions. 

No Securities Laws Registration.  The Bonds have not been registered under the Securities Act of 1933, as 
amended, in reliance upon exceptions therein for the issuance and sale of municipal securities.  The Bonds have not 
been registered or qualified under the securities laws of any state. 

Effective Date.  This Official Statement speaks only as of its date, and the information and expressions of opinion 
contained in this Official Statement are subject to change without notice.  Neither the delivery of this Official Statement 
nor any sale of the Bonds will, under any circumstances, give rise to any implication that there has been no change 
in the affairs of the City, the Authority, the other parties described in this Official Statement, or the condition of the 
property within the City since the date of this Official Statement. 

Website. The City maintains a website.  However, the information presented on the website is not a part of this 
Official Statement and should not be relied upon in making an investment decision with respect to the Bonds. 



 

 

INFORMATION CONCERNING OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE 
THE UNITED STATES  

 
REFERENCES TO THE “ISSUER” IN THE FOLLOWING PARAGRAPHS PERTAINING TO 

OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES MEAN THE 
TORRANCE JOINT POWERS FINANCING AUTHORITY AND REFERENCES TO “BONDS” OR 
“SECURITIES” MEAN THE LEASE REVENUE BONDS, SERIES 2020 (FEDERALLY TAXABLE) 
OFFERED HEREBY.  NEITHER THE ISSUER NOR THE CITY ASSUME ANY RESPONSIBILITY FOR 
THE CONTENTS OF THIS SECTION. 

MINIMUM UNIT SALES 
THE BONDS WILL TRADE AND SETTLE ON A UNIT BASIS (ONE UNIT EQUALING ONE BOND 

OF $5,000 PRINCIPAL AMOUNT).  FOR ANY SALES MADE OUTSIDE THE UNITED STATES, THE 
MINIMUM PURCHASE AND TRADING AMOUNT IS 30 UNITS (BEING 30 BONDS IN AN AGGREGATE 
PRINCIPAL AMOUNT OF $150,000).  FOR ANY SALES MADE IN KOREA, THE BONDS WILL TRADE 
AND SETTLE ON A UNIT BASIS (ONE UNIT EQUALING ONE BOND OF $6,000,0000 PRINCIPAL 
AMOUNT) AND THERE IS NO MINIMUM PURCHASE OR TRADING AMOUNT. 

NOTICE TO INVESTORS IN THE EUROPEAN ECONOMIC AREA 
THIS OFFICIAL STATEMENT HAS BEEN PREPARED ON THE BASIS THAT ALL OFFERS OF 

THE SECURITIES TO ANY PERSON THAT IS LOCATED WITHIN A MEMBER STATE OF THE 
EUROPEAN ECONOMIC AREA (“EEA”) WILL BE MADE PURSUANT TO AN EXEMPTION UNDER 
ARTICLE 1(4) REGULATION (EU) 2017/1129 (THE “PROSPECTUS REGULATION”) FROM THE 
REQUIREMENT TO PRODUCE A PROSPECTUS FOR OFFERS OF THE SECURITIES. 
ACCORDINGLY, ANY PERSON MAKING OR INTENDING TO MAKE ANY OFFER TO ANY PERSON 
LOCATED WITHIN A MEMBER STATE OF THE EEA OF THE SECURITIES SHOULD ONLY DO SO IN 
CIRCUMSTANCES IN WHICH NO OBLIGATION ARISES FOR THE ISSUER OR ANY OF THE INITIAL 
PURCHASERS TO PRODUCE A PROSPECTUS OR SUPPLEMENT FOR SUCH AN OFFER. NEITHER 
THE ISSUER NOR THE INITIAL PURCHASERS HAVE AUTHORIZED, NOR DO THEY AUTHORIZE, THE 
MAKING OF ANY OFFER OF SECURITIES THROUGH ANY FINANCIAL INTERMEDIARY, OTHER 
THAN OFFERS MADE BY THE INITIAL PURCHASERS, WHICH CONSTITUTE THE FINAL PLACEMENT 
OF THE SECURITIES CONTEMPLATED IN THIS OFFICIAL STATEMENT. 

THE OFFER OF ANY SECURITIES WHICH IS THE SUBJECT OF THE OFFERING 
CONTEMPLATED BY THIS OFFICIAL STATEMENT IS NOT BEING MADE AND WILL NOT BE MADE 
TO THE PUBLIC IN ANY MEMBER STATE OF THE EEA, OTHER THAN: (A) TO ANY LEGAL ENTITY 
WHICH IS A “QUALIFIED INVESTOR” AS SUCH TERM IS DEFINED IN THE PROSPECTUS 
REGULATION; (B) TO FEWER THAN 150 NATURAL OR LEGAL PERSONS (OTHER THAN “QUALIFIED 
INVESTORS” AS SUCH TERM IS DEFINED IN THE PROSPECTUS REGULATION) OR (C) IN ANY 
OTHER CIRCUMSTANCES FALLING WITHIN ARTICLE 1(4) OF THE PROSPECTUS REGULATION, 
SUBJECT TO OBTAINING THE PRIOR CONSENT OF THE RELEVANT UNDERWRITER OR THE 
CORPORATION FOR ANY SUCH OFFER; PROVIDED THAT NO SUCH OFFER OF THE SECURITIES 
SHALL REQUIRE THE ISSUER OR THE INITIAL PURCHASERS TO PUBLISH A PROSPECTUS 
PURSUANT TO ARTICLE 3 OF THE PROSPECTUS REGULATION OR A SUPPLEMENT TO A 
PROSPECTUS PURSUANT TO ARTICLE 23 OF THE PROSPECTUS REGULATION. 

FOR THE PURPOSES OF THIS PROVISION, THE EXPRESSION AN “OFFER OF SECURITIES 
TO THE PUBLIC” IN RELATION TO THE SECURITIES IN ANY MEMBER STATE OF THE EEA MEANS 
THE COMMUNICATION IN ANY FORM AND BY ANY MEANS OF SUFFICIENT INFORMATION ON THE 
TERMS OF THE OFFER AND THE SECURITIES TO BE OFFERED SO AS TO ENABLE AN INVESTOR 
TO DECIDE TO PURCHASE THE SECURITIES. 

EACH SUBSCRIBER FOR OR PURCHASER OF THE BONDS IN THE OFFERING LOCATED 
WITHIN A MEMBER STATE WILL BE DEEMED TO HAVE REPRESENTED, ACKNOWLEDGED AND 
AGREED THAT IT IS A “QUALIFIED INVESTOR” AS DEFINED IN THE PROSPECTUS REGULATION. 



THE ISSUER AND EACH UNDERWRITER AND OTHERS WILL RELY ON THE TRUTH AND ACCURACY 
OF THE FOREGOING REPRESENTATION, ACKNOWLEDGEMENT AND AGREEMENT. 

PROHIBITION OF SALES TO EEA RETAIL INVESTORS – THE BONDS ARE NOT INTENDED 
TO BE OFFERED, SOLD OR OTHERWISE MADE AVAILABLE TO AND SHOULD NOT BE OFFERED, 
SOLD OR OTHERWISE MADE AVAILABLE TO ANY RETAIL INVESTOR IN THE EEA. FOR THESE 
PURPOSES, A RETAIL INVESTOR MEANS A PERSON WHO IS ONE (OR MORE) OF: (I) A RETAIL 
CLIENT AS DEFINED IN POINT (11) OF ARTICLE 4(1) OF DIRECTIVE 2014/65/EU (AS AMENDED, 
“MIFID II”); OR (II) A CUSTOMER WITHIN THE MEANING OF DIRECTIVE (EU) 2016/97 (THE 
“INSURANCE DISTRIBUTION DIRECTIVE”), WHERE THAT CUSTOMER WOULD NOT QUALIFY AS A 
PROFESSIONAL CLIENT AS DEFINED IN POINT (10) OF ARTICLE 4(1) OF MIFID II. CONSEQUENTLY 
NO KEY INFORMATION DOCUMENT REQUIRED BY REGULATION (EU) NO 1286/2014 (THE “PRIIPS 
REGULATION”) FOR OFFERING OR SELLING THE NOTES OR OTHERWISE MAKING THEM 
AVAILABLE TO RETAIL INVESTORS IN THE EEA HAS BEEN PREPARED AND THEREFORE 
OFFERING OR SELLING THE NOTES OR OTHERWISE MAKING THEM AVAILABLE TO ANY RETAIL 
INVESTOR IN THE EEA MAY BE UNLAWFUL UNDER THE PRIIPS REGULATION. 

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED KINGDOM 
THIS OFFICIAL STATEMENT HAS NOT BEEN APPROVED FOR THE PURPOSES OF 

SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (“FSMA”) AND DOES NOT 
CONSTITUTE AN OFFER TO THE PUBLIC IN ACCORDANCE WITH THE PROVISIONS OF SECTION 85 
OF THE FSMA. THIS OFFICIAL STATEMENT IS FOR DISTRIBUTION ONLY TO, AND IS DIRECTED 
SOLELY AT, PERSONS WHO (I) ARE OUTSIDE THE UNITED KINGDOM, (II) ARE INVESTMENT 
PROFESSIONALS, AS SUCH TERM IS DEFINED IN ARTICLE 19(5) OF THE FINANCIAL SERVICES 
AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, AS AMENDED (THE “FINANCIAL 
PROMOTION ORDER”), (III) ARE PERSONS FALLING WITHIN ARTICLE 49(2)(A) TO (D) OF THE 
FINANCIAL PROMOTION ORDER, OR (IV) ARE PERSONS TO WHOM AN INVITATION OR 
INDUCEMENT TO ENGAGE IN INVESTMENT ACTIVITY (WITHIN THE MEANING OF SECTION 21 OF 
THE FINANCIAL SERVICES AND MARKETS ACT 2000) IN CONNECTION WITH THE ISSUE OR SALE 
OF ANY BONDS MAY OTHERWISE BE LAWFULLY COMMUNICATED OR CAUSED TO BE 
COMMUNICATED (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS “RELEVANT 
PERSONS”). THIS OFFICIAL STATEMENT IS DIRECTED ONLY AT RELEVANT PERSONS AND MUST 
NOT BE ACTED ON OR RELIED ON BY PERSONS WHO ARE NOT RELEVANT PERSONS. ANY 
INVESTMENT OR INVESTMENT ACTIVITY TO WHICH THIS OFFICIAL STATEMENT RELATES IS 
AVAILABLE ONLY TO RELEVANT PERSONS AND WILL BE ENGAGED IN ONLY WITH RELEVANT 
PERSONS. ANY PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS 
OFFICIAL STATEMENT OR ANY OF ITS CONTENTS. 

NOTICE TO PROSPECTIVE INVESTORS IN HONG KONG 
THE BONDS (EXCEPT FOR BONDS WHICH ARE A “STRUCTURED PRODUCT” AS DEFINED 

IN THE SECURITIES AND FUTURES ORDINANCE (CAP. 571 OF THE LAWS OF HONG KONG) 
(“SECURITIES AND FUTURES ORDINANCE”)) MAY NOT BE OFFERED OR SOLD IN HONG KONG BY 
MEANS OF ANY DOCUMENT OTHER THAN (I) IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE 
AN OFFER TO THE PUBLIC WITHIN THE MEANING OF THE COMPANIES (WINDING UP AND 
MISCELLANEOUS PROVISIONS) ORDINANCE (CAP. 32 OF THE LAWS OF HONG KONG) 
(“COMPANIES (WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE”) OR (II) TO 
“PROFESSIONAL INVESTORS” AS DEFINED IN THE SECURITIES AND FUTURES ORDINANCE AND 
ANY RULES MADE THEREUNDER, OR (III) IN OTHER CIRCUMSTANCES WHICH DO NOT RESULT 
IN THE DOCUMENT BEING A “PROSPECTUS” AS DEFINED IN THE COMPANIES (WINDING UP AND 
MISCELLANEOUS PROVISIONS) ORDINANCE, AND NO ADVERTISEMENT, INVITATION OR 
DOCUMENT RELATING TO THE BONDS MAY BE ISSUED OR MAY BE IN THE POSSESSION OF ANY 
PERSON FOR THE PURPOSE OF ISSUE (IN EACH CASE WHETHER IN HONG KONG OR 
ELSEWHERE), WHICH IS DIRECTED AT, OR THE CONTENTS OF WHICH ARE LIKELY TO BE 
ACCESSED OR READ BY, THE PUBLIC OF HONG KONG (EXCEPT IF PERMITTED TO DO SO UNDER 
THE SECURITIES LAWS OF HONG KONG) OTHER THAN WITH RESPECT TO BONDS WHICH ARE 



OR ARE INTENDED TO BE DISPOSED OF ONLY TO PERSONS OUTSIDE HONG KONG OR ONLY TO 
“PROFESSIONAL INVESTORS” AS DEFINED IN THE SECURITIES AND FUTURES ORDINANCE AND 
ANY RULES MADE THEREUNDER. 

NOTICE TO INVESTORS IN SWITZERLAND 
THIS OFFICIAL STATEMENT IS NOT INTENDED TO CONSTITUTE AN OFFER OR 

SOLICITATION TO PURCHASE OR INVEST IN THE BONDS. THE BONDS MAY NOT BE PUBLICLY 
OFFERED, DIRECTLY OR INDIRECTLY, IN SWITZERLAND WITHIN THE MEANING OF THE SWISS 
FINANCIAL SERVICES ACT (“FINSA”) AND NO APPLICATION HAS OR WILL BE MADE TO ADMIT THE 
BONDS TO TRADING ON ANY TRADING VENUE (EXCHANGE OR MULTILATERAL TRADING 
FACILITY) IN SWITZERLAND. NEITHER THIS OFFICIAL STATEMENT NOR ANY OTHER OFFERING 
OR MARKETING MATERIAL RELATING TO THE BONDS CONSTITUTES A PROSPECTUS PURSUANT 
TO THE FINSA, AND NEITHER THIS OFFICIAL STATEMENT NOR ANY OTHER OFFERING OR 
MARKETING MATERIAL RELATING TO THE BONDS MAY BE PUBLICLY DISTRIBUTED OR 
OTHERWISE MADE PUBLICLY AVAILABLE IN SWITZERLAND.  

NOTICE TO INVESTORS IN SINGAPORE 
THIS OFFICIAL STATEMENT HAS NOT BEEN REGISTERED AS A PROSPECTUS WITH THE 

MONETARY AUTHORITY OF SINGAPORE. ACCORDINGLY, THIS OFFICIAL STATEMENT AND ANY 
OTHER DOCUMENT OR MATERIAL USED IN CONNECTION WITH THE OFFER OR SALE, OR 
INVITATION FOR SUBSCRIPTION OR PURCHASE, OF THE BONDS MAY NOT BE CIRCULATED OR 
DISTRIBUTED, NOR MAY THE BONDS BE OFFERED OR SOLD, OR BE MADE THE SUBJECT OF AN 
INVITATION FOR SUBSCRIPTION OR PURCHASE, WHETHER DIRECTLY OR INDIRECTLY, TO 
PERSONS IN SINGAPORE OTHER THAN  

(I) TO AN INSTITUTIONAL INVESTOR (AS DEFINED IN SECTION 4A OF THE SECURITIES 
AND FUTURES ACT, CHAPTER 289 OF SINGAPORE (THE “SFA”)) UNDER SECTION 274, AS THE 
CASE MAY BE, SECTION 276(2);  

(II) TO AN ACCREDITED INVESTOR (AS DEFINED IN SECTION 4A OF THE SFA) IN 
ACCORDANCE WITH THE CONDITIONS SPECIFIED IN SECTION 275 OF THE SFA OR, AS THE CASE 
MAY BE, SECTION 276(2); 

(III) TO A RELEVANT PERSON (AS DEFINED IN SECTION 275(2) OF THE SFA) PURSUANT 
TO SECTION 275(1), OR ANY PERSON PURSUANT TO SECTION 275(1A), OR, AS THE CASE MAY 
BE, SECTION 276(2) AND IN ACCORDANCE WITH THE CONDITIONS SPECIFIED IN SECTION 275 
OF THE SFA WHERE EACH SUCH PERSON IS (1) AN EXPERT INVESTOR (AS DEFINED IN SECTION 
4A OF THE SFA) OR (2) NOT AN INDIVIDUAL. 

WHERE THE BONDS ARE SUBSCRIBED OR PURCHASED UNDER SECTION 275 OF THE SFA 
BY A RELEVANT PERSON WHICH IS:  

(A)         A CORPORATION (WHICH IS NOT AN ACCREDITED INVESTOR) THE SOLE 
BUSINESS OF WHICH IS TO HOLD INVESTMENTS AND THE ENTIRE SHARE CAPITAL OF WHICH IS 
OWNED BY ONE OR MORE INDIVIDUALS, EACH OF WHOM IS AN ACCREDITED INVESTOR; OR  

(B)         A TRUST (WHERE THE TRUSTEE IS NOT AN ACCREDITED INVESTOR) WHOSE 
SOLE PURPOSE IS TO HOLD INVESTMENTS AND EACH BENEFICIARY OF THE TRUST IS AN 
INDIVIDUAL WHO IS AN ACCREDITED INVESTOR, SECURITIES OR SECURITIES-BASED 
DERIVATIVES CONTRACTS (EACH AS DEFINED IN THE SFA) OF THAT CORPORATION OR THE 
BENEFICIARIES’ RIGHTS AND INTEREST (HOWSOEVER DESCRIBED) IN THAT TRUST SHALL NOT 
BE TRANSFERRED WITHIN 6 MONTHS AFTER THAT CORPORATION OR THAT TRUST HAS 
ACQUIRED THE BONDS PURSUANT TO AN OFFER MADE UNDER SECTION 275 OF THE SFA 
EXCEPT:  



(1)          TO AN INSTITUTIONAL INVESTOR OR TO A RELEVANT PERSON, OR TO ANY 
PERSION ARISING FROM AN OFFER REFERRED TO IN SECTION 275(1A) OR SECTION 276(4)(i)(B) 
OF THE SFA;  

(2)          WHERE NO CONSIDERATION IS OR WILL BE GIVEN FOR THE TRANSFER;  

(3)          WHERE THE TRANSFER IS BY OPERATION OF LAW;  

(4)          AS SPECIFIED IN SECTION 276(7) OF THE SFA; OR  

(5)          AS SPECIFIED IN REGULATION 37A OF THE SECURITIES AND FUTURES (OFFERS 
OF INVESTMENTS) (SECURITIES AND SECURITIES-BASED DERIVATIVES CONTRACTS) 
REGULATIONS 2018. 

NOTICE TO PROSPECTIVE INVESTORS IN TAIWAN 
THE OFFER OF THE BONDS HAS NOT BEEN AND WILL NOT BE REGISTERED OR FILED 

WITH, OR APPROVED BY, THE FINANCIAL SUPERVISORY COMMISSION OF TAIWAN AND/OR 
OTHER REGULATORY AUTHORITY OF TAIWAN PURSUANT TO RELEVANT SECURITIES LAWS AND 
REGULATIONS, AND THE BONDS MAY NOT BE OFFERED, ISSUED OR SOLD IN TAIWAN THROUGH 
A PUBLIC OFFERING OR IN CIRCUMSTANCES WHICH CONSTITUTE AN OFFER WITHIN THE 
MEANING OF THE SECURITIES AND EXCHANGE ACT OF TAIWAN THAT REQUIRES THE 
REGISTRATION OR FILING WITH OR APPROVAL OF THE FINANCIAL SUPERVISORY COMMISSION 
OF TAIWAN. THE BONDS MAY BE MADE AVAILABLE OUTSIDE TAIWAN FOR PURCHASE BY 
INVESTORS RESIDING IN TAIWAN (EITHER DIRECTLY OR THROUGH PROPERLY LICENSED 
TAIWAN INTERMEDIARIES), BUT MAY NOT BE OFFERED OR SOLD IN TAIWAN EXCEPT TO 
QUALIFIED INVESTORS VIA A TAIWAN LICENSED INTERMEDIARY. ANY SUBSCRIPTIONS OF 
BONDS SHALL ONLY BECOME EFFECTIVE UPON ACCEPTANCE BY THE CITIES OR THE 
RELEVANT DEALER OUTSIDE TAIWAN AND SHALL BE DEEMED A CONTRACT ENTERED INTO IN 
THE JURISDICTION OF INCORPORATION OF THE CITIES OR RELEVANT DEALER, AS THE CASE 
MAY BE, UNLESS OTHERWISE SPECIFIED IN THE SUBSCRIPTION DOCUMENTS RELATING TO THE 
BONDS SIGNED BY THE INVESTORS. 

NOTICE TO INVESTORS IN JAPAN 
THE BONDS HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE FINANCIAL 

INSTRUMENTS AND EXCHANGE ACT OF JAPAN (NO. 25 OF 1948, AS AMENDED, THE “FIEA”). 
NEITHER THE BONDS NOR ANY INTEREST THEREIN MAY BE OFFERED OR SOLD, DIRECTLY OR 
INDIRECTLY, IN JAPAN OR TO, OR FOR THE BENEFIT OF, ANY “RESIDENT” OF JAPAN (AS DEFINED 
UNDER ITEM 5, PARAGRAPH 1, ARTICLE G OF THE FOREIGN EXCHANGE AND FOREIGN TRADE 
ACT (ACT NO. 228 OF 1949, AS AMENDED)), OR TO OTHERS FOR RE-OFFERING OR RESALE, 
DIRECTLY OR INDIRECTLY, IN JAPAN OR TO, OR FOR THE BENEFIT OF, ANY RESIDENT OF JAPAN, 
EXCEPT PURSUANT TO AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF, AND 
OTHERWISE IN COMPLIANCE WITH, THE FIEA AND ANY OTHER APPLICABLE LAWS, 
REGULATIONS AND MINISTERIAL GUIDELINES OF JAPAN.  

THE PRIMARY OFFERING OF THE BONDS AND THE SOLICITATION OF AN OFFER FOR 
ACQUISITION THEREOF HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER PARAGRAPH 
1, ARTICLE 4 OF THE FIEA. AS IT IS A PRIMARY OFFERING, IN JAPAN, THE BONDS MAY ONLY BE 
OFFERED, SOLD, RESOLD OR OTHERWISE TRANSFERRED, DIRECTLY OR INDIRECTLY TO, OR 
FOR THE BENEFIT OF CERTAIN QUALIFIED INSTITUTIONAL INVESTORS AS DEFINED IN THE FIEA 
(“QIIS”). A QII WHO PURCHASED OR OTHERWISE OBTAINED THE BONDS CANNOT RESELL OR 
OTHERWISE TRANSFER THE BONDS IN JAPAN TO ANY PERSON EXCEPT ANOTHER QII. 

 



NOTICE TO INVESTORS IN KOREA 

THE BONDS HAVE NOT BEEN AND WILL NOT BE REGISTERED WITH THE FINANCIAL 
SERVICES COMMISSION OF KOREA FOR PUBLIC OFFERING IN KOREA UNDER THE FINANCIAL 
INVESTMENT SERVICES AND CAPITAL MARKETS ACT AND ITS SUBORDINATE DECREES AND 
REGULATIONS (COLLECTIVELY THE “FSCMA”). THE BONDS MAY NOT BE OFFERED, SOLD OR 
DELIVERED, DIRECTLY OR INDIRECTLY, OR OFFERED OR SOLD TO ANY PERSON FOR 
REOFFERING OR RESALE, DIRECTLY OR INDIRECTLY, IN KOREA OR TO ANY RESIDENT OF 
KOREA EXCEPT AS OTHERWISE PERMITTED UNDER THE APPLICABLE LAWS AND REGULATIONS 
OF KOREA, INCLUDING THE FSCMA AND THE FOREIGN EXCHANGE TRANSACTION LAW AND ITS 
SUBORDINATE DECREES AND REGULATIONS (COLLECTIVELY, THE “FETL”). WITHOUT 
PREJUDICE TO THE FOREGOING, THE NUMBER OF BONDS OFFERED IN KOREA OR TO A 
RESIDENT IN KOREA SHALL BE LESS THAN FIFTY AND FOR A PERIOD OF ONE YEAR FROM THE 
ISSUE DATE OF THE BONDS, NONE OF THE BONDS MAY BE DIVIDED RESULTING IN AN 
INCREASED NUMBER OF THE BONDS. FURTHERMORE, THE BONDS MAY NOT BE RESOLD TO 
KOREAN RESIDENTS UNLESS THE PURCHASER OF THE BONDS COMPLIES WITH ALL 
APPLICABLE REGULATORY REQUIREMENTS (INCLUDING BUT NOT LIMITED TO GOVERNMENT 
REPORTING REQUIREMENTS UNDER THE FETL) IN CONNECTION WITH THE PURCHASE OF THE 
BONDS. 
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__________________________________ 
 

OFFICIAL STATEMENT 
__________________________________ 

 
 

$349,390,000* 
TORRANCE JOINT POWERS FINANCING AUTHORITY 

LEASE REVENUE BONDS, SERIES 2020 
(FEDERALLY TAXABLE)  

 

The purpose of this Official Statement, which includes the cover page, inside cover page 
and attached appendices, is to set forth certain information concerning the sale and delivery of 
the bonds captioned above (the “Bonds”) by the Torrance Joint Powers Financing Authority (the 
“Authority”).  All capitalized terms used in this Official Statement, unless noted otherwise, have 
the meanings set forth in the Indenture (as defined below). 

 
INTRODUCTION 

 
This introduction is not a summary of this Official Statement.  It is only a brief description 

of and guide to, and is qualified by, more complete and detailed information contained in the entire 
Official Statement and the documents summarized or described herein.  A full review should be 
made of the entire Official Statement.  The offering of the Bonds to potential investors is made 
only by means of the entire Official Statement.  

 
Authority for Issuance. The Authority is issuing the Bonds under the following: 
 

(a) Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 of Title 5 of the 
California Government Code (the “Law”),   

 
(b) resolutions adopted by the Board of Directors of the Authority on July 28, 

2020 (the “Authority Resolution”), and by the City Council (the “City Council”) of the 
City of Torrance (the “City”) on July 28, 2020 (the “City Resolution”), and 

 
(c) an Indenture of Trust (the “Indenture”) dated as of October 1, 2020, by and 

between the Authority and The Bank of New York Mellon Trust Company, N.A., as trustee 
(the “Trustee”).  
 
The Authority.  The Authority is a joint powers authority established under a Joint 

Exercise of Powers Agreement, dated as of July 21, 2020, between the City and the Industrial 
Development Authority of the City of Torrance, under Articles 1 through 4 (commencing with 
Section 6500) of Chapter 5 of Division 7 of Title 1 of the California Government Code. The 
Authority was established to provide, among other things, assistance to the City and the Industrial 
Development Authority of the City of Torrance from time to time in connection with their financing 
programs. 

 
The City.  The City is situated on the western side of Los Angeles County (the “County”), 

State of California (the “State”), bordered by the Palos Verdes Peninsula on the south, the Cities 

 
* Preliminary; subject to change. 



 

-2- 

of Redondo Beach and Gardena on the north, the City of Carson on the east and the Pacific 
Ocean and the City of Redondo Beach on the west. The City encompasses an area of 
approximately 21 square miles.  The City is the County’s eighth largest city by population.  The 
City provides a range of services that includes police and fire protection, library services, 
sanitation and water services, airport and bus transit services, construction and maintenance of 
streets and infrastructure, recreational activities and cultural events.  See “APPENDIX A – 
FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION FOR THE CITY.”   

 
Purpose of the Bonds. The Bonds are being issued to provide funds: 
 

• for the purpose of refunding a portion of the City’s obligations under the 
CalPERS Contract (as hereinafter defined); and 

 
• to pay the costs of issuing the Bonds.   

 
See “REFINANCING PLAN.” 
 
Security for the Bonds and Pledge of Revenues.  Under the Indenture, the Bonds are 

payable from and secured by a pledge of and lien on “Revenues,” consisting principally of lease 
payments (the “Lease Payments”) made by the City for the lease of property under a Lease 
Agreement dated as of October 1, 2020 (the “Lease Agreement”), between the Authority, as 
lessor, and the City, as lessee, concerning the leaseback of the City’s interest in certain streets 
as more particularly described herein (the “Leased Property”). The Bonds are also secured by 
certain funds on deposit under the Indenture.  Under the Lease Agreement, the City covenants to 
take all actions required to include the Lease Payments in each of its budgets during the Term of 
the Lease Agreement and to make the necessary appropriations for all Lease Payments and 
Additional Rental Payments, subject to abatement.  See “SECURITY FOR THE BONDS.” 

 
Under an Assignment Agreement dated as of October 1, 2020 (the “Assignment 

Agreement”), between the Authority and the Trustee, the Authority has transferred to the Trustee 
all of the rights of the Authority in the Lease Agreement (other than the rights of the Authority 
under the provisions of the Lease Agreement regarding Additional Rental Payments, advances, 
release and indemnification covenants, and agreement to pay attorneys’ fees). See “SECURITY 
FOR THE BONDS.” 

 
To provide an upfront site lease payment to facilitate the financing plan, the City and the 

Authority will enter into a Site Lease dated as of October 1, 2020 (the “Site Lease”), under which 
the City will lease the Leased Property to the Authority.  Concurrently, the City and the Authority 
will enter into the Lease Agreement, under which the Authority will lease the Leased Property 
back to the City.  See “THE LEASED PROPERTY.” 
 

Form of Bonds; Book-Entry Only.  The Bonds will be issued in fully registered form, 
registered in the name of The Depository Trust Company, New York, New York (“DTC”), or its 
nominee, which will act as securities depository for the Bonds.  Purchasers of the Bonds will not 
receive certificates representing the Bonds that are purchased.  See “THE BONDS – Book-Entry 
Only System” and “APPENDIX F – DTC AND THE BOOK-ENTRY ONLY SYSTEM.” 

 
No Reserve Fund. The Authority will not establish a debt service reserve fund for the 

Bonds. 
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Other General Fund Obligations.  The Lease Agreement may be amended to obligate 
the City to pay additional amounts of rental for the use and occupancy of the Leased Property if 
certain conditions are met. See “APPENDIX B – SUMMARY OF PRINCIPAL LEGAL 
DOCUMENTS.”  The Lease Agreement  does not limit the City’s right to incur additional 
obligations payable from its General Fund. The City has existing obligations payable from its 
General Fund.  See “APPENDIX A – FINANCIAL, ECONOMIC AND DEMOGRAPHIC 
INFORMATION FOR THE CITY”  for more information.   

 
Redemption.  The Bonds are subject to optional redemption, mandatory sinking fund 

redemption, and special mandatory redemption from the proceeds of insurance or condemnation 
proceeds prior to their stated maturity dates.  See “THE BONDS – Redemption.” 

 
Abatement.  The Lease Payments are subject to complete or partial abatement in the 

event and to the extent that there is substantial interference with the City’s use and possession 
of the Leased Property or any portion thereof.  If the Lease Payments are abated under the Lease 
Agreement, the Bond Owners would receive less than the full amount of principal of and interest 
on the Bonds.  To the extent proceeds of property insurance (as described in this Official 
Statement), Lease Payments (or a portion thereof) may be made from those proceeds during 
periods of abatement. The City is neither required nor will it maintain rental interruption insurance 
with respect to the Leased Property. See “SECURITY FOR THE BONDS – Abatement” and 
“BOND OWNERS’ RISKS.” 

 
Legal Opinion.  Upon delivery of the Bonds, Jones Hall, A Professional Law Corporation, 

San Francisco, California, Bond Counsel (“Bond Counsel”) will release its final approving legal 
opinion with respect to the Bonds, regarding the validity of the Bonds, in the form attached hereto 
as Appendix D. See “APPENDIX D – PROPOSED FORM OF OPINION OF BOND COUNSEL.”  

 
COVID-19 Pandemic. The spread of the novel strain of coronavirus called COVID-19 is 

having significant negative impacts throughout the world, including within the City. The financial 
and operating data contained in this Official Statement are the latest available, but unless 
otherwise indicated are as of dates and for periods before the economic impact of the COVID-19 
pandemic and measures instituted to slow it. Accordingly, they are not necessarily indicative of 
the current financial condition or future prospects of the City and the region. While the overall 
potential impact of the COVID-19 pandemic on the City cannot be fully quantified at this time, the 
continued outbreak of COVID-19 could lead to additional or modified public health restrictions and 
have an adverse effect on the City’s operations and financial condition, and the effect could be 
material. See, in particular, “BOND OWNERS' RISKS – Public Health Emergencies.”  

 
For fiscal year 2019-20, the City currently projects a General Fund shortfall of $18.7 

million, of which approximately $2.5 million predates the COVID-19 pandemic. The City utilized 
one-time sources and reserves to compensate for the budgeted revenue shortfall incurred in fiscal 
year 2019-20. 

 
For fiscal year 2020-21, the City is currently projecting a budget shortfall of approximately 

$26.6 million when compared to the General Fund budget in the City’s biannual budget for fiscal 
years 2019-20 and 2020-21. To address the projected budget shortfall in fiscal year 2020-21, the 
City Council has approved budget mitigation measures to achieve immediate savings. Such 
mitigation measures include the issuance of the Bonds to prepay a portion of the City’s unfunded 
accrued liability with respect to the City’s pension plans which is anticipated to save the City 
approximately $9.5 million in fiscal year 2020-21, $6 million of which is anticipated to be used to 
mitigate projected decreases in General Fund revenues in such fiscal year. Additional 
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adjustments include fee increases and freezing currently vacant positions. See “APPENDIX A – 
FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION FOR THE CITY – CITY 
FINANCES – Management Discussion Regarding COVID-19 Impacts” for a further description of 
the impact of COVID-19 on the City’s General Fund for 2019-20, the steps taken by the City to 
rebalance its General Fund budget for fiscal year 2019-20, and the projected impact of the 
COVID-19 pandemic on the City’s General Fund revenues in fiscal year 2020-21. 

 
Risks of Investment.  Debt service on the Bonds is payable only from Lease Payments 

and other amounts payable by the City to the Authority under the Lease Agreement.  For a 
discussion of some of the risks associated with the purchase of the Bonds, including the potential 
impact of the COVID-19 pandemic on the City’s operations, see “BOND OWNERS’ RISKS.”  

 
The Bonds are special obligations of the Authority, payable solely from and secured 

by a pledge of the Revenues as specified therein and in the Indenture.  Neither the faith 
and credit nor the taxing power of the Authority, the City or the State, or any political 
subdivision thereof, is pledged to the payment of the Bonds.  

 
The obligation of the City to pay Lease Payments does not constitute an 

indebtedness of the City, the State, or any of its political subdivisions within the meaning 
of any constitutional or statutory debt limitation or restriction, and does not constitute an 
obligation for which the City or the State is obligated to levy or pledge any form of taxation 
or for which the City or the State has levied or pledged any form of taxation.  The Authority 
has no power to tax. 

 
 

REFINANCING PLAN 
 
Refinancing of CalPERS Contract 
 

The City is obligated by the Public Employees’ Retirement Law, commencing with Section 
20000 of the Government Code of the State, as amended (the “Retirement Law”) to make 
payments relating to pension benefits accruing to the California Public employees’ Retirement 
System’s (“CalPERS”) members, including the City.  The City is obligated specifically to make 
certain payments to CalPERS in respect of current and retired public safety employees and 
miscellaneous employees under the pension programs of CalPERS that amortize such 
obligations over a fixed period of time, including normal costs (collectively, the “CalPERS 
Obligation”). The CalPERS Obligation is evidenced by a contract or contracts with CalPERS with 
respect to public safety employees and miscellaneous employees of the City, as heretofore and 
hereafter amended from time to time (collectively, the “CalPERS Contract”). 

 
According to the most recent actuarial valuations performed by CalPERS with respect to 

the City’s plan dated June 30, 2019, the City’s unfunded accrued liability (the “UAL”) with respect 
to the City’s pension plans totaled approximately $498.5 million. Upon the issuance of the Bonds, 
the City will apply proceeds thereof in the amount of $348 million* to refund a portion of the 
CalPERS Contract. The City projects that, immediately after the refunding of the CalPERS 
Contract with such proceeds, the funding level of the City’s pension plans will be raised to an 
estimated 92%, saving the City approximately $9.5 million in fiscal year 2020-21, $9.3 million in 
fiscal year 2021-22, and an additional $156 million after fiscal year 2021-22 (across all City funds, 
including the General Fund). The City anticipates using such savings, commencing in fiscal year 

 
* Preliminary; subject to change. 
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2020-21, to mitigate projected decreases in General Fund revenues, establish and fund a trust 
under Section 115 of the Internal Revenue Code for the purpose of paying costs associated with 
its pension plans, and rebuild reserves.  

 
It is possible that CalPERS will determine at a future date that an additional UAL exists 

with respect to plans if actual plan experience differs from the current actuarial estimates. The 
City commissioned a study by Bartel Associates, LLC, dated September 17, 2020, regarding the 
likelihood that the prepayment of the CalPERS Contract as described above will result in savings 
to the City. A copy of Bartel Associates, LLC’s study is available from the City upon request.   

 
See “APPENDIX A – FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION 

FOR THE CITY – CITY FINANCES – 2019-21 General Fund Budget,” “– Management Discussion 
Regarding COVID-19 Impacts,” and “– Retirement System” for additional information regarding 
the City’s finances, including a five-year projection of revenues and expenditures for its General 
Fund, and its pension plans. 

 
Estimated Sources and Uses of Funds 

 
The estimated sources and uses of funds relating to the Bonds are as follows: 
  

SOURCES:  Amount 

Principal Amount of Bonds $ 

Plus:  [Net] Original Issue [Premium/Discount]  

Less: Underwriters’ Discount  

     TOTAL SOURCES $ 

  

USES:   

Refund Portion of CalPERS Contract $ 

Costs of Issuance (2)  

     TOTAL USES $ 
       
 
(1) Includes, among other things, the fees and expenses of Bond Counsel and Disclosure Counsel,  

the Trustee, the Municipal Advisor, rating agency fees, and printing the preliminary and final Official 
Statements. 

 
 

THE LEASED PROPERTY 
 

Description and Location  
 
Lease Payments will be made by the City under the Lease Agreement for the use and 

occupancy of the Leased Property. The Leased Property consists of the City’s interest in the 
roadway portion of most of the City’s public streets, whether fee simple or easement, including 
arterials, collectors and residential streets. Such public streets are estimated to consist of (i) 
arterial lanes totaling 241 lane miles, (ii) collector lanes totaling 72.2 lane miles, (iii) residential 
lanes totaling 471.7 lane miles, and (iv) other lanes totaling 37.8 lane miles. The City estimates 
the replacement cost of the Leased Property totals approximately $448.3 million.  Simultaneously 
with the delivery of the Bonds, the Authority will acquire a leasehold interest in the Leased 
Property from the City. The Authority will sublease the Leased Property to the City pursuant to 
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the Lease Agreement. While the City is in possession of the Leased Property, all maintenance 
and repair of the Leased Property is the responsibility of the City. The City has determined that 
the replacement value of the Leased Property is in excess of the principal amount of the Bonds 
and the fair rental value of the Leased Property is commensurate with the Lease Payments.  

 
Under the Lease Agreement, remedies available to the Authority and the Trustee to collect 

amounts due from the City do not include (i) the right to accelerate the Lease Payments or 
otherwise declare any Lease Payments not then in default to be immediately due and payable or 
(b) right to re-lease any portion of the Leased Property that constitutes a City street. See 
“SECURITY FOR THE BONDS – Default; Remedies” below and “BOND OWNERS’ RISKS – 
Limitation on Remedies.” 
 
Modification of Leased Property 

 
Under the Lease Agreement, the City has the right, at its own expense, to make additions, 

modifications and improvements to the Leased Property or any portion thereof.  All additions, 
modifications and improvements to the Leased Property will thereafter comprise part of the 
Leased Property and become subject to the provisions of the Lease Agreement.   

 
Such additions, modifications and improvements may not in any way damage the Leased 

Property, or cause the Leased Property to be used for purposes other than those authorized under 
the provisions of state and federal law; and the Leased Property, upon completion of any 
additions, modifications and improvements made thereto, must be of a value which is not 
substantially less than the value thereof immediately prior to the making of such additions, 
modifications and improvements.   

 
The City will not permit any mechanic’s or other lien to be established or remain against 

the Leased Property for labor or materials furnished in connection with any remodeling, additions, 
modifications, improvements, repairs, renewals or replacements made by the City under the 
Lease Agreement; except that if any such lien is established and the City first notifies or causes 
to be notified the Authority of the City’s intention to do so, the City may in good faith contest any 
lien filed or established against the Leased Property, and in such event may permit the items so 
contested to remain undischarged and unsatisfied during the period of such contest and any 
appeal therefrom and shall provide the Authority with full security against any loss or forfeiture 
which might arise from the nonpayment of any such item, in form satisfactory to the Authority. The 
Authority will cooperate fully in any such contest, upon the request and at the expense of the City.  
Substitution 

 
Under the Lease Agreement, the City has the option at any time and from time to time, to 

substitute other real property (the “Substitute Property”) for the Leased Property or any portion 
thereof (the “Former Property”), upon satisfaction of all of the requirements set forth in the Lease 
Agreement, which includes (among others) the following: 

• The City has filed with the Authority and the Trustee, and, if applicable, caused to 
be recorded in the office of the Los Angeles County Recorder sufficient 
memorialization of an amendment of the Lease Agreement that adds the legal 
description of the Substitute Property to the Lease Agreement and deletes 
therefrom the legal description of the Former Property, and, if applicable, has filed 
and caused to be recorded corresponding amendments to the Site Lease and 
Assignment Agreement. 
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• If the Substitute Property is property other than the City’s streets, the City has 
obtained a CLTA policy of title insurance insuring the City’s leasehold estate under 
the Lease Agreement in the Substitute Property, subject only to Permitted 
Encumbrances, in an amount at least equal to the estimated value thereof. 

• The City has certified in writing to the Authority and the Trustee that the Substitute 
Property serves the municipal purposes of the City and constitutes property which 
the City is permitted to lease under the laws of the State, and has been determined 
to be essential to the proper, efficient and economic operation of the City and to 
serve an essential governmental function of the City. 

• The Substitute Property does not cause the City to violate any of its covenants, 
representations and warranties made in the Lease Agreement, as certified in 
writing by the City. 

• The City has filed with the Authority and the Trustee a written certificate of the City 
or other written evidence stating that the useful life of the Substitute Property at 
least extends to October 1, 20__, that the estimated value of the Leased Property, 
after substitution of the Substitute Property and release of the Former Property, is 
at least equal to the aggregate Outstanding principal amount of the Bonds, and the 
fair rental value of the Leased Property, after substitution of the Substitute Property 
and release of the Former Property, is at least equal to the Lease Payments 
thereafter coming due and payable under the Lease Agreement. 

Upon the satisfaction of all such conditions precedent, the Term of the Lease Agreement 
will thereupon end as to the Former Property and commence as to the Substitute Property, and 
all references to the Former Property will apply with full force and effect to the Substitute Property.  
The City is not entitled to any reduction, diminution, extension or other modification of the Lease 
Payments whatsoever as a result of any substitution of property under the Lease Agreement.  If 
applicable, the Authority and the City will execute, deliver and cause to be recorded all documents 
required to discharge the Site Lease, the Lease Agreement and the Assignment Agreement of 
record against the Former Property and to cause the Substitute Property to become subject to all 
of the terms and conditions of the Site Lease, the Lease Agreement and the Assignment 
Agreement. 

 
See “APPENDIX B – SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” 
 

Release of Leased Property 
 
Under the Lease Agreement, the City has the option at any time and from time to time to 

release any portion of the Leased Property from the Lease Agreement (the “Released Property”) 
provided that the City has satisfied all of the requirements under the Lease Agreement that are 
conditions precedent to such release, which include (among others) the following: 

• The City has filed with the Authority and the Trustee, and, if applicable, caused to 
be recorded in the office of the Los Angeles County Recorder sufficient 
memorialization of an amendment of the Lease Agreement, the Site Lease and the 
Assignment Agreement which removes the Released Property from the Site 
Lease, the Assignment Agreement and the Lease Agreement. 
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• The City has certified in writing to the Authority and the Trustee that the value of 
the property which remains subject to the Lease Agreement following such release 
is at least equal to the aggregate Outstanding principal amount of the Bonds, and 
the fair rental value of the property which remains subject to the Lease Agreement 
following such release is at least equal to the Lease Payments thereafter coming 
due and payable under the Lease Agreement. 

 
Upon the satisfaction of all such conditions precedent, the Term of the Lease Agreement 

will thereupon end as to the Released Property.  The City is not entitled to any reduction, 
diminution, extension or other modification of the Lease Payments whatsoever as a result of such 
release.  If applicable, the Authority and the City shall execute, deliver and cause to be recorded 
all documents required to discharge the Site Lease, the Lease Agreement and the Assignment 
Agreement of record against the Released Property. 

 
See “APPENDIX B – SUMMARY OF PRINCIPAL LEGAL DOCUMENTS.” 
 
 

THE BONDS 
 
This section provides summaries of the Bonds and certain provisions of the Indenture.  

See APPENDIX B for a more complete summary of the Indenture.  Capitalized terms used but 
not defined in this section have the meanings given in APPENDIX B.   

 
Authority for Issuance 

 
The Bonds are being issued under the Law, the Authority Resolution, the City Resolution, 

and the Indenture.  Under the Authority Resolution and the City Resolution, the Bonds may be 
issued in a principal amount not to exceed $400,000,000.   

 
Under Section 863 of the California Code of Civil Procedure, any interested person may 

bring an action within 60 days from the date the City Resolution was adopted to determine the 
validity of the Bonds. The period for bringing such action will expire on October 2, 2020. 

 
General Provisions 

 
Bond Terms.  The Bonds will be dated their date of delivery and issued in fully registered 

form without coupons in integral multiples of $5,000, so long as no Bond has more than one 
maturity date.  The Bonds will mature on October 1 in each of the years and in the amounts, and 
bear interest at the rates, set forth on the inside cover page of this Official Statement. 

 
Calculation of Interest.  Interest on the Bonds will be payable on April 1 and October 1 

in each year, commencing October 1, 2021 (each an “Interest Payment Date”).   
 
Interest on the Bonds is payable from the Interest Payment Date next preceding the date 

of authentication thereof unless: 
 

(a) a Bond is authenticated on or before an Interest Payment Date and after 
the close of business on the preceding Record Date, in which event it will bear interest 
from such Interest Payment Date, 
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(b) a Bond is authenticated on or before the first Record Date, in which event 
interest thereon will be payable from the Closing Date, or 

 
(c) interest on any Bond is in default as of the date of authentication thereof, 

in which event interest thereon will be payable from the date to which interest has been 
paid in full, payable on each Interest Payment Date. 
 
Interest with respect to the Bonds will be computed on the basis of a 360-day year 

composed of 12 months of 30 days each. 
 

Record Date.  Under the Indenture, “Record Date” means, with respect to any Interest 
Payment Date, the 15th calendar day of the month preceding such Interest Payment Date, 
whether or not such day is a Business Day. 

 
Payments of Principal and Interest.  Interest is payable on each Interest Payment Date 

to the persons in whose names the ownership of the Bonds is registered on the Registration 
Books at the close of business on the immediately preceding Record Date, except as provided 
below.  Interest on any Bond which is not punctually paid or duly provided for on any Interest 
Payment Date is payable to the person in whose name the ownership of such Bond is registered 
on the Registration Books at the close of business on a special record date for the payment of 
such defaulted interest to be fixed by the Trustee, notice of which is given to such Owner by first-
class mail not less than 10 days prior to such special record date. 

 
The Trustee will pay interest on the Bonds by check of the Trustee mailed by first class 

mail, postage prepaid, on each Interest Payment Date to the Owners of the Bonds at their 
respective addresses shown on the Registration Books as of the close of business on the 
preceding Record Date.  At the written request of the Owner of Bonds in an aggregate principal 
amount of at least $1,000,000, which written request is on file with the Trustee as of any Record 
Date, the Trustee will pay interest on such Bonds on each succeeding Interest Payment Date by 
wire transfer in immediately available funds to such account of a financial institution within the 
United States of America as specified in such written request, which will remain in effect until 
rescinded in writing by the Owner.   

 
The Trustee will pay principal (including the principal amount of any Term Bonds that is 

subject to mandatory sinking fund redemption) of the Bonds in lawful money of the United States 
of America by check of the Trustee upon presentation and surrender thereof at the Office of the 
Trustee. While the Bonds are subject to the book-entry system, the principal, interest and any 
redemption premium with respect to the Bonds will be paid by the Trustee to DTC for subsequent 
disbursement to beneficial owners of the Bonds.  See “– Book-Entry Only System” below. 

 
Redemption* 

 
Optional Redemption.   
 

Make Whole Optional Redemption. The Bonds are subject to redemption prior to 
their stated maturity dates at the option of the Authority, in whole or in part, on any date, prior to 
October 1, 20__, at a redemption price (the “Make-Whole Redemption Price”) equal to the 
greater of:  
 

 
* Preliminary; subject to change. 
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(A) the price set forth on the set forth in the maturity schedule on the 
inside cover page of this Official Statement, but not less than 100% of the principal 
amount of the Bonds to be redeemed; or 

 
(B) the sum of the present value of the remaining scheduled payments 

of principal and interest to the maturity date of the Bonds to be redeemed, not 
including any portion of those payments of interest accrued and unpaid as of the 
date on which the Bonds are to be redeemed, discounted to the date on which the 
Bonds are to be redeemed on a semi-annual basis, assuming a 360-day year 
consisting of twelve 30-day months, at the Treasury Rate, plus: (1) ___basis points 
with respect to the Bonds maturing on October 1, 20__ through October 1, 20__, 
inclusive; (2) ____ basis points with respect to the Bonds maturing on October 1, 
20__ through October 1, 20__, inclusive; and (3) _____ basis points with respect 
to the Bonds maturing on October 1, 20__ and October 1, 20__; 

 
plus, in each case, accrued interest on the Bonds to be redeemed to the redemption date. 
“Treasury Rate” means, with respect to any redemption date for a particular Bond, the 
yield to maturity as of such redemption date of United States Treasury securities with a 
constant maturity (as compiled and published in the most recent Federal Reserve 
Statistical Release H.15 (519) that has become publicly available on a date selected by 
the Authority that is at least 2 Business Days, but not more than 45 calendar days, prior 
to the redemption date (excluding inflation indexed securities) (or, if such Statistical 
Release is no longer published, any publicly available source of similar market data)) most 
nearly equal to the period from the redemption date to the maturity date of the Bonds to 
be redeemed; provided, however, that if the period from the redemption date to such 
maturity date is less than one year, the weekly average yield on actually traded United 
States Treasury securities adjusted to a constant maturity of one year will be used. 
 

Par Call Optional Redemption. The Bonds maturing on or after October 1, 20__, 
will no longer be subject to redemption at the Make-Whole Redemption Price, and are subject to 
redemption, as a whole or in part at the option of the Authority, on October 1, 20__, and on any 
date thereafter, at a redemption price equal to 100% of the principal amount of Bonds to be 
redeemed, together with accrued interest thereon to the date fixed for redemption, without 
premium. 

 
Special Mandatory Redemption From Insurance or Condemnation Proceeds.  The 

Bonds are subject to redemption as a whole, or in part among maturities, on any date, from any 
Net Proceeds required to be used for such purpose as provided in the Indenture, at a redemption 
price equal to 100% of the principal amount thereof plus interest accrued thereon to the date fixed 
for redemption, without premium. 

 
Mandatory Sinking Fund Redemption. The Bonds maturing on October 1, 20__ and 

October 1, 20__ (collectively, the “Term Bonds”) are subject to mandatory redemption in whole, 
from sinking fund payments made under the Indenture, at a redemption price equal to the principal 
amount thereof to be redeemed, without premium, plus accrued interest to the date of redemption, 
in the aggregate respective principal amounts and on October 1 in the years as set forth in the 
following tables: 

 



 

-11- 

Term Bonds Maturing 
October 1, _____ 

 
Payment Date 

(October 1) 
Payment 
Amount 

  
  
  
  

(Maturity)  
 

Term Bonds Maturing 
October 1, _____ 

 
Payment Date 

(October 1) 
Payment 
Amount 

  
  
  
  

(Maturity)  
 
If some but not all of the Term Bonds have been redeemed under optional or special 

mandatory redemption from insurance or condemnation proceeds provisions of the Indenture as 
described above, the total amount of all future sinking fund payments will be reduced by the 
aggregate principal amount of the Term Bonds so redeemed, to be allocated among such sinking 
fund payments on a pro rata basis as determined by the Authority, which shall notify the Trustee 
in writing of such determination. 

 
Selection of Bonds for Redemption.  If less than all of the Bonds are to be redeemed, 

the particular maturities of Bonds to be redeemed at the option of the Authority will be determined 
by the Authority in its sole discretion. 

 
If the Bonds are registered in book-entry only form and so long as DTC or a successor 

securities depository is the sole registered owner of such Bonds, if less than all of the Bonds of a 
maturity are called for prior redemption, the particular Bonds or portions thereof to be redeemed 
shall be allocated on a pro rata pass-through distribution of principal basis in accordance with 
DTC procedures, provided that, so long as the Bonds are held in book-entry form, the selection 
for redemption of such Bonds shall be made in accordance with the operational arrangements of 
DTC then in effect, and, if the DTC operational arrangements do not allow for redemption on a 
pro rata pass-through distribution of principal basis, the Bonds will be selected for redemption, in 
accordance with DTC procedures, by lot. 

 
In connection with any repayment of principal, including payments of scheduled 

mandatory sinking fund payments, the Trustee will direct DTC to make a pass-through distribution 
of principal to the holders of the Bonds.   

 
For purposes of calculation of the “pro rata pass-through distribution of principal,” “pro 

rata” means, for any amount of principal to be paid, the application of a fraction to each 
denomination of the respective Bonds where (a) the numerator of which is equal to the amount 
due to the respective bondholders on a payment date, and (b) the denominator of which is equal 
to the total original par amount of the respective Bonds. 
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If the Bonds are no longer registered in book-entry-only form, each owner will receive an 
amount of Bonds equal to the original face amount then beneficially held by that owner, registered 
in such investor’s name. Thereafter, any redemption of less than all of the Bonds of any maturity 
will continue to be paid to the registered owners of such Bonds on a pro-rata basis, based on the 
portion of the original face amount of any such Bonds to be redeemed. 

 
Notice of Redemption.  The Trustee shall mail notice of redemption of the Bonds by first 

class mail, postage prepaid, not less than 20 nor more than 60 days before any redemption date, 
to the respective Owners of any Bonds designated for redemption at their addresses appearing 
on the Registration Books and to one or more Securities Depositories and to the Municipal 
Securities Rulemaking Board.   

 
Neither the failure to receive any notice nor any defect therein will affect the sufficiency of 

the proceedings for such redemption or the cessation of accrual of interest from and after the 
redemption date. 

 
Conditional Redemption Notices; Rescission of Redemption. Redemption notices 

may be conditional.  The Authority has the right to rescind any notice of redemption of the Bonds 
by written notice to the Trustee on or prior to the date fixed for redemption.  Any notice of 
redemption will be cancelled and annulled if for any reason funds will not be or are not available 
on the date fixed for redemption for the payment in full of the Bonds then called for redemption, 
and such cancellation will not constitute an Event of Default under the Indenture.   

 
The Authority and the Trustee have no liability to the Bond Owners or any other party 

related to or arising from such rescission of redemption.  The Trustee will mail notice of such 
rescission of redemption in the same manner as the original notice of redemption was sent under 
the Indenture. 

 
Effect of Redemption.  If notice of redemption has been duly given as provided in the 

Indenture, and moneys for payment of the redemption price of, together with interest accrued to 
the date fixed for redemption on, including any applicable premium, the Bonds (or portions 
thereof) so called for redemption being held by the Trustee, on the redemption date designated 
in such notice, the Bonds (or portions thereof) so called for redemption will become due and 
payable, interest on the Bonds so called for redemption will cease to accrue, said Bonds (or 
portions thereof) will cease to be entitled to any benefit or security under the Indenture, and the 
Owners of said Bonds will have no rights in respect thereof except to receive payment of the 
redemption price thereof. 

 
Book-Entry Only System 

 
The Bonds will be issued as fully registered bonds in book-entry only form, registered in 

the name of Cede & Co. as nominee of DTC, and will be available to ultimate purchasers in the 
denomination of $5,000 or any integral multiple of $5,000, under the book-entry system 
maintained by DTC.  While the Bonds are subject to the book-entry system, the principal, interest 
and any redemption premium with respect to a Bond will be paid by the Trustee to DTC, which in 
turn is obligated to remit such payment to its DTC Participants for subsequent disbursement to 
Beneficial Owners of the Bonds.  Purchasers of the Bonds will not receive certificates representing 
their interests therein, which will be held at DTC.   

 
See “APPENDIX F – DTC AND THE BOOK-ENTRY ONLY SYSTEM” for further 

information regarding DTC and the book-entry system.   



 

-13- 

Transfer, Registration and Exchange 
 
The following provisions regarding the exchange and transfer of the Bonds apply only 

during any period in which the Bonds are not subject to DTC’s book-entry system.   While the 
Bonds are subject to DTC’s book-entry system, their exchange and transfer will be effected 
through DTC and the Participants and will be subject to the procedures, rules and requirements 
established by DTC.  See “APPENDIX F – DTC AND THE BOOK-ENTRY ONLY SYSTEM.”  

 
Bond Register.  The Trustee will keep or cause to be kept, at the Office of the Trustee, 

sufficient records for the registration and transfer of ownership of the Bonds, which shall upon 
reasonable notice as agreed to by the Trustee, be open to inspection during regular business 
hours by the Authority; and, upon presentation for such purpose, the Trustee shall, under such 
reasonable regulations as it may prescribe, register or transfer or cause to be registered or 
transferred, on such records, the ownership of the Bonds as provided in the Indenture. 

 
Transfer of Bonds.  Any Bond may, in accordance with its terms, be transferred, upon 

the Registration Books, by the person in whose name it is registered, in person or by a duly 
authorized attorney of such person, upon surrender of such Bond to the Trustee at its Office for 
cancellation, accompanied by delivery of a written instrument of transfer in a form acceptable to 
the Trustee, duly executed.  The Trustee will require the Owner requesting such transfer to pay 
any tax or other governmental charge required to be paid with respect to such transfer.  Whenever 
any Bond or Bonds are surrendered for transfer, the Authority will execute and the Trustee will 
authenticate and deliver to the transferee a new Bond or Bonds of like series, interest rate, 
maturity and aggregate principal amount.  The Authority will pay the cost of printing Bonds and 
any services rendered or expenses incurred by the Trustee in connection with any transfer of 
Bonds.   

 
Exchange of Bonds.  The Bonds may be exchanged at the Office of the Trustee for a 

like aggregate principal amount of Bonds of other authorized denominations and of the same 
series, interest rate and maturity.  The Trustee will require the Owner requesting such exchange 
to pay any tax or other governmental charge required to be paid with respect to such exchange.  
The Authority will pay the cost of printing Bonds and any services rendered or expenses incurred 
by the Trustee in connection with any exchange of Bonds. 

 
Limitations on Transfer and Exchange.  The Trustee may refuse to transfer or 

exchange, under these provisions of the Indenture, any Bonds selected by the Trustee for 
redemption under the Indenture, or any Bonds during the period established by the Trustee for 
the selection of Bonds for redemption. 
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DEBT SERVICE SCHEDULE 
 
The table below shows annualized debt service payments on the Bonds, assuming no 

optional redemption or special mandatory redemption from insurance or condemnation proceeds. 
 

Year Ending  
June 30 

 
Principal  

 
Interest  

Total  
Debt Service 

2021    
2022    
2023    
2024    
2025    
2026    
2027    
2028    
2029    
2030    
2031    
2032    
2033    
2034    
2035    
2036    
2037    
2038    
2039    
2040    
2041    
2042    
2043    
2044    
Total:    
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SECURITY FOR THE BONDS 
 
The principal of and interest on the Bonds are not a debt of the Authority or the City, nor 

a legal or equitable pledge, charge, lien or encumbrance, upon any of their respective property, 
or upon any of their income, receipts, or revenues except the Revenues and other amounts 
pledged under the Indenture. 

 
This section provides summaries of the security for the Bonds and certain provisions of 

the Indenture, the Lease Agreement and the Site Lease.  See “APPENDIX B – SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS” for a more complete summary of the Indenture, the Lease 
Agreement and the Site Lease.   
 
Revenues; Pledge of Revenues 

 
Pledge of Revenues and Other Amounts.  Subject only to the provisions of the Indenture 

permitting the application thereof for the purposes and on the terms and conditions set forth 
therein, all of the Revenues and all amounts (including proceeds of the sale of the Bonds) held in 
any fund or account established under the Indenture other than the Costs of Issuance Fund are 
pledged to secure the payment of the principal (including the principal amount of any Term Bonds 
that is subject to mandatory sinking fund redemption) of and interest and premium (if any) on the 
Bonds in accordance with their terms and the provisions of the Indenture.  Said pledge constitutes 
a lien on and security interest in the Revenues and such amounts and will attach, be perfected 
and be valid and binding from and after the Closing Date, without the need for any physical 
delivery thereof or further act. 

 
Definition of Revenues.  “Revenues” are defined in the Indenture as follows:  
 

(a) all amounts received by the Authority or the Trustee under or with respect 
to the Lease Agreement, including, without limiting the generality of the foregoing, all of 
the Lease Payments (including both timely and delinquent payments, any late charges, 
and whether paid from any source), but excluding (i) any additional amounts of rental for 
the use and occupancy of the Leased Property that the City obligated to pay as a result of 
an amendment of the Lease Agreement, and (ii) any Additional Rental Payments 
(consisting of certain administrative costs due to the Authority and the Trustee under the 
Lease Agreement), and  
 

(b) all interest, profits or other income derived from the investment of amounts 
in any fund or account established under the Indenture. 

 
Assignment to Trustee.  Under the Assignment Agreement, the Authority has transferred 

to the Trustee all of the rights of the Authority in the Lease Agreement (other than the rights of 
the Authority under the provisions of the Lease Agreement regarding Additional Rental Payments, 
advances, release and indemnification covenants, and agreement to pay attorneys’ fees).   

 
The Trustee is entitled to collect and receive all of the Revenues, and any Revenues 

collected or received by the Authority will be deemed to be held, and to have been collected or 
received, by the Authority as the agent of the Trustee and will forthwith be paid by the Authority 
to the Trustee.   

 
The Trustee is also entitled to and required to, subject to the provisions of the Indenture 

regarding rights of the Trustee, take all steps, actions and proceedings which the Trustee 
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determines to be reasonably necessary in its judgment to enforce, either jointly with the Authority 
or separately, all of the rights of the Authority and all of the obligations of the City under the Lease 
Agreement. 

 
Allocation of Revenues by Trustee; Application of Funds 

 
Deposit of Revenues in Bond Fund.  All Revenues will be promptly deposited by the 

Trustee upon receipt thereof in a special fund designated as the “Bond Fund” which the Trustee 
will establish, maintain and hold in trust; except that all moneys received by the Trustee and 
required under the Indenture or under the Lease Agreement to be deposited in the Redemption 
Fund or the Insurance and Condemnation Fund will be promptly deposited in such funds.   

 
All Revenues deposited with the Trustee will be held, disbursed, allocated and applied by 

the Trustee only as provided in the Indenture.  Any surplus remaining in the Bond Fund, after 
payment in full of the principal of and interest on the Bonds or provision therefore under Indenture, 
and any applicable fees and expenses to the Trustee, will be withdrawn by the Trustee and 
remitted to the City. 

 
Allocation of Revenues.  On or before each Interest Payment Date, the Trustee will 

transfer from the Bond Fund and deposit into the following respective accounts and subaccounts 
(each of which the Trustee will establish and maintain within the Bond Fund), the following 
amounts in the following order of priority: 

 
(a) Deposit to Interest Account.  The Trustee will deposit in the Interest 

Account an amount required to cause the aggregate amount on deposit in the Interest 
Account to be at least equal to the amount of interest becoming due and payable on such 
Interest Payment Date on all Bonds then Outstanding.   
 

(b) Deposit to Principal Account.  The Trustee will deposit in the Principal 
Account an amount required to cause the aggregate amount on deposit in the Principal 
Account to equal the principal amount of the Bonds coming due and payable on such 
Interest Payment Date (including the principal amount of any Term Bonds that is subject 
to mandatory sinking fund redemption). 

 
Application of Interest Account.  All amounts in the Interest Account shall be used and 

withdrawn by the Trustee solely for the purpose of paying interest on the Bonds as it comes due 
and payable (including accrued interest on any Bonds purchased or redeemed prior to maturity). 

 
Application of Principal Account.  All amounts in the Principal Account shall be used 

and withdrawn by the Trustee solely to pay the principal amount of the Bonds at their respective 
maturity dates (including the principal amount of any Term Bonds that is subject to mandatory 
sinking fund redemption). 

 
No Reserve Account. The Authority will not establish a debt service reserve fund for the 

Bonds. 
 

Lease Payments; Covenant to Appropriate 
 
Obligation to Pay.  Under the Lease Agreement, subject to the provisions of the Lease 

Agreement regarding abatement and prepayment, the City agrees to pay to the Authority, its 
successors and assigns, the Lease Payments in the amounts specified in the Lease Agreement, 
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to be due and payable in immediately available funds on the Interest Payment Dates immediately 
following each of the respective Lease Payment Dates specified in the Lease Agreement, and to 
be deposited by the City with the Trustee on each of the Lease Payment Dates specified in the 
Lease Agreement.   

 
Any amount held in the Bond Fund, the Interest Account and the Principal Account on any 

Lease Payment Date (other than amounts resulting from the prepayment of the Lease Payments 
in part but not in whole under the Lease Agreement, and amounts required for payment of past 
due principal or interest on any Bonds not presented for payment) will be credited towards the 
Lease Payment then required to be paid thereunder.  The City is not required to deposit any Lease 
Payment with the Trustee on any Lease Payment Date if the amounts then held in the Bond Fund, 
the Interest Account and the Principal Account are at least equal to the Lease Payment then 
required to be deposited with the Trustee.  The Lease Payments payable in any Rental Period 
are for the use of the Leased Property during that Rental Period. 

 
Fair Rental Value.  The aggregate amount of the Lease Payments and Additional Rental 

Payments coming due and payable during each Rental Period constitute the total rental for the 
Leased Property for such Rental Period, and are payable by the City in each Rental Period for 
and in consideration of the right of the use and occupancy of, and the continued quiet use and 
enjoyment of the Leased Property during each Rental Period.   

 
The City and the Authority have agreed and determined that the total Lease Payments 

represent the fair rental value of the Leased Property.  In making that determination, consideration 
has been given to the estimated value of the Leased Property, other obligations of the City and 
the Authority under the Lease Agreement, the uses and purposes which may be served by the 
Leased Property and the benefits therefrom which will accrue to the City and the general public. 

 
Source of Payments; Covenant to Budget and Appropriate.  Under the Lease 

Agreement, the Lease Payments are payable from any source of available funds of the City, 
subject to the provisions of the Lease Agreement regarding abatement.  See “– Abatement” 
below. 

 
The City covenants in the Lease Agreement to take all actions required to include the 

Lease Payments in each of its budgets during the Term of the Lease Agreement and to make the 
necessary appropriations for all Lease Payments and Additional Rental Payments, subject to the 
provisions of the Lease Agreement regarding abatement.  Such covenant constitutes a duty 
imposed by law and each and every public official of the City is required to take all actions required 
by law in the performance of the official duty of such officials to enable the City to carry out and 
perform the covenants and agreements agreed to be carried out and performed by the City under 
the Lease Agreement. 

 
Limited Obligation 

 
The Bonds are special obligations of the Authority, payable solely from and secured by a 

pledge of the Revenues as specified therein and in the Indenture.  Neither the faith and credit nor 
the taxing power of the Authority, the City or the State, or any political subdivision thereof, is 
pledged to the payment of the Bonds.  

 
The obligation of the City to pay Lease Payments does not constitute an indebtedness of 

the City, the State, or any of its political subdivisions within the meaning of any constitutional or 
statutory debt limitation or restriction, and does not constitute an obligation for which the City or 
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the State is obligated to levy or pledge any form of taxation or for which the City or the State has 
levied or pledged any form of taxation.  The Authority has no power to tax. 

 
Abatement 

 
Termination or Abatement Due to Eminent Domain.  Under the Lease Agreement, if 

the Leased Property is taken permanently under the power of eminent domain or sold to a 
government threatening to exercise the power of eminent domain, the Term of the Lease 
Agreement thereupon ceases as of the day possession is taken.  If less than all of the Leased 
Property is taken permanently, or if the Leased Property is taken temporarily, under the power of 
eminent domain, then: 

 
(a) the Lease Agreement will continue in full force and effect with respect 

thereto and does not terminate by virtue of such taking, and the parties waive the benefit 
of any law to the contrary; and 

 
 (b) the Lease Payments are subject to abatement in an amount determined by 

the City such that the resulting Lease Payments represent fair consideration for the use 
and occupancy of the remaining usable portions of the Leased Property. 
 
Abatement Due to Damage or Destruction.  Under the Lease Agreement, the Lease 

Payments are subject to abatement during any period in which by reason of damage or 
destruction (other than by eminent domain as described above) there is substantial interference 
with the use and occupancy by the City of the Leased Property or any portion thereof.   

 
The Lease Payments are subject to abatement in an amount determined by the City such 

that the resulting Lease Payments represent fair consideration for the use and occupancy of the 
remaining usable portions of the Leased Property not damaged or destroyed.  Such abatement 
will continue for the period commencing with such damage or destruction and ending with the 
substantial completion of the work of repair or reconstruction.   

 
In the event of any such damage or destruction, the Lease Agreement continues in full 

force and effect and the City waives any right to terminate the Lease Agreement by virtue of any 
such damage and destruction.   

 
Notwithstanding the foregoing, there will be no abatement of Lease Payments under the 

Lease Agreement to the extent that the proceeds of property insurance are available to pay Lease 
Payments that would otherwise be abated, it being declared that such proceeds and amounts 
constitute a special fund for the payment of the Lease Payments. 

 
Default; Remedies 

 
The occurrence of any one or more of the certain events constitute an Event of Default 

under the Lease Agreement, including: 
 
(a) Failure by the City to pay any Lease Payment or other payment required to 

be paid under the Lease Agreement at the time specified therein. 
 
(b) Failure by the City to observe and perform any covenant, condition or 

agreement on its part to be observed or performed Agreement (subject to a 
cure period as described in the Lease Agreement). 
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Whenever any Event of Default has happened and is continuing, the Authority may 
exercise any and all remedies available under law or granted under the Lease Agreement to 
collect the amounts then due and thereafter to become due thereunder or to enforce any other of 
its rights thereunder, except as provided therein. Notwithstanding anything in the Lease 
Agreement or in the Indenture to the contrary, (a) neither the Authority nor the Trustee may 
accelerate the Lease Payments or otherwise declare any Lease Payments not then in default to 
be immediately due and payable (the Authority expressly waives the right to receive any amount 
from the City pursuant to Section 1951.2 of the California Civil Code to accelerate payment of the 
Lease Payments under the Lease Agreement) and (b) the Authority shall have no right to re-lease 
any portion of the Leased Property that constitutes a City street.  

 
 Each covenant in the Lease Agreement to be kept and performed by the City is expressly 

made a condition and upon the breach thereof the Authority may exercise any and all rights 
granted under the Lease Agreement; except that no termination of the Lease Agreement may be 
effected either by operation of law or acts of the parties hereto, except only in the manner therein 
expressly provided.   

 
Insurance  

 
Liability and Property Damage Insurance.  Under the Lease Agreement, the City is 

required to maintain or cause to be maintained throughout the Term of the Lease Agreement, but 
only if and to the extent available from reputable insurers at reasonable cost in the reasonable 
opinion of the City, a standard commercial general liability insurance policy or policies in 
protection of the Authority, the City, and their respective members, officers, agents, employees 
and assigns.  Said policy or policies shall provide for indemnification of said parties against direct 
or contingent loss or liability for damages for bodily and personal injury, death or property damage 
occasioned by reason of the operation of the Leased Property.   

 
Such policy or policies shall provide coverage in such liability limits and be subject to such 

deductibles as the City deems adequate and prudent.  Such insurance may be maintained as part 
of or in conjunction with any other insurance coverage carried by the City, and may be maintained 
in whole or in part in the form of self-insurance by the City, subject to the provisions of the Lease 
Agreement, or in the form of the participation by the City in a joint powers agency or other program 
providing pooled insurance.   

 
The proceeds of such liability insurance must be applied toward extinguishment or 

satisfaction of the liability with respect to which paid. 
 
Property Insurance. Under the Lease Agreement, the City shall procure and maintain, or 

cause to be procured and maintained, throughout the Term of the Lease Agreement, property 
insurance against loss or damage to all improvements situated on the Leased Property, in an 
amount at least equal to 100% of the aggregate principal amount of the Outstanding Bonds.   

 
Such insurance must, as nearly as practicable, cover loss or damage by explosion, 

windstorm, riot, aircraft, vehicle damage, smoke and such other hazards as are normally covered 
by such insurance; the City is not obligated to maintain earthquake insurance.  Such insurance 
may be subject to such deductibles as the City deems adequate and prudent.  

 
Such insurance may be maintained as part of or in conjunction with any other insurance 

coverage carried by the City, and may be maintained in whole or in part in the form of the 
participation by the City in a joint powers agency or other program providing pooled insurance; 
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provided that such insurance may not be maintained by the City in the form of self-insurance.  The 
Net Proceeds of such insurance must be applied as provided in the Lease Agreement and 
described below.  

 
No Rental Interruption Insurance. The City is neither required nor will it maintain rental 

interruption insurance with respect to the Leased Property. 
 
Application of Net Proceeds.  The Trustee, as assignee of the Authority under the 

Assignment Agreement, has the right to receive all Net Proceeds.  As provided in the Indenture, 
the Trustee will deposit all Net Proceeds in the Insurance and Condemnation Fund to be applied 
to the redemption of Bonds as set forth in the Indenture. 

 
 

CONSTITUTIONAL AND STATUTORY  
LIMITATIONS ON TAXES AND APPROPRIATIONS 

 
The constitutional and statutory provisions discussed in this section have the potential to 

affect the ability of the City to levy taxes and spend tax proceeds for operating and other purposes.  
 

Limitations on Revenues 
 
Article XIIIA of the California Constitution.  Article XIIIA of the State Constitution, 

adopted and known as Proposition 13, was approved by the voters in June 1978 and has been 
amended on occasions, including most recently on November 7, 2000 to reduce the voting 
percentage required for the passage of school bonds.  Section 1(a) of Article XIIIA limits the 
maximum ad valorem tax on real property to one percent of “full cash value,” and provides that 
such tax shall be collected by the counties and apportioned according to State statutes.  Section 
1(b) of Article XIIIA provides that the one-percent limitation does not apply to ad valorem taxes 
levied to pay interest and redemption charges on (i) indebtedness approved by the voters prior to 
July 1, 1978, or (ii) bonded indebtedness for the acquisition or improvement of real property 
approved on or after July 1, 1978, by two-thirds of the votes cast by the voters voting on the 
proposition, or (iii) bonded indebtedness incurred by a school district or community college district 
or county office of education for the construction, reconstruction, rehabilitation or replacement of 
school facilities, including the furnishing and equipping of school facilities or the acquisition or 
lease of real property for school facilities, approved by 55% of the voters voting on the proposition.  
The tax for payment of the City’s general obligation bonds falls within the exception for bonds 
approved by a two-thirds vote. 

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

of real property as shown on the 1975-76 Fiscal Year tax bill, or thereafter, the appraised value 
of real property when purchased, newly constructed, or a change in ownership has occurred.  The 
full cash value may be adjusted annually to reflect inflation at a rate not to exceed two percent 
per year, or to reflect a reduction in the consumer price index or comparable data for the area 
under taxing jurisdiction, or may be reduced in the event of declining property value caused by 
substantial damage, destruction or other factors.  See “Litigation Relating to Two Percent 
Limitation” below.  Legislation implementing Article XIIIA provides that, notwithstanding any other 
law, local agencies may not levy any ad valorem property tax except the 1% base tax levied by 
each County and taxes to pay debt service on indebtedness approved by the voters as described 
above.  Such legislation further provides that each county will levy the maximum tax permitted by 
Article XIIIA, which is $1.00 per $100 of assessed market value. 
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Since its adoption, Article XIIIA has been amended a number of times.  These 
amendments have created a number of exceptions to the requirement that property be 
reassessed when it is purchased, newly constructed or undergoes a change in ownership has 
occurred.  These exceptions include certain transfers of real property between family members, 
certain purchases of replacement dwellings for persons over age 55 and by property owners 
whose original property has been destroyed in a declared disaster, and certain improvements to 
accommodate disabled persons and for seismic upgrades to property.  These amendments have 
resulted in marginal reductions in the property tax revenues of the City. 

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

upheld the validity of Article XIIIA. 
 
Articles XIIIC and XIIID of the California Constitution.  
 
General. 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 the City to 
levy and collect both existing and future taxes, assessments, fees and charges.   

 
On November 2, 2010, California voters approved Proposition 26, entitled the 

“Supermajority Vote to Pass New Taxes and Fees Act.” Section 1 of Proposition 26 declares that 
Proposition 26 is intended to limit the ability of the State Legislature and local government to 
circumvent existing restrictions on increasing taxes by defining the new or expanded taxes as 
“fees.” Proposition 26 amended Articles XIIIA and XIIIC of the State Constitution. The 
amendments to Article XIIIA limit the ability of the State Legislature to impose higher taxes (as 
defined in Proposition 26) without a two-thirds vote of the Legislature. The amendments to Article 
XIIIC define “taxes” that are subject to voter approval as “any levy, charge, or exaction of any kind 
imposed by a local government,” with certain exceptions. 

 
Taxes. Article XIIIC requires that all new local taxes be submitted to the electorate before 

they become effective.  Taxes for general governmental purposes of the City (“general taxes”) 
require a majority vote; taxes for specific purposes (“special taxes”), even if deposited into the 
City’s General Fund, require a two-thirds vote.  The voter approval requirements of Article XIIIC 
reduce the flexibility of the City to raise revenues for the General Fund, and no assurance can be 
given that the City will be able to impose, extend or increase such taxes in the future to meet 
increased expenditure needs. 

 
Property-Related Fees, Charges and Assessments. Article XIIID also adds several 

provisions making it generally more difficult for local agencies to levy and maintain property-
related 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 benefits 
conferred, (iii) a majority protest procedure for assessments which 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.  
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Reduction or Repeal of Taxes, Fees and Charges.  Article XIIIC also removes limitations 
on the initiative power in matters of reducing or repealing local taxes, assessments, fees or 
charges.  No assurance can be given that the voters of the City will not, in the future, approve an 
initiative or initiatives which reduce or repeal local taxes, assessments, fees or charges currently 
comprising a substantial part of the City’s General Fund.  If such repeal or reduction occurs, the 
City’s ability to pay debt service on the Bonds could be adversely affected.  

 
Burden of Proof. Article XIIIC provides that local government “bears the burden of proving 

by a preponderance of the 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 governmental activity, 
and that the manner in which those costs are allocated to a payor bear a fair or reasonable 
relationship to the payor’s burdens on, or benefits received from, the governmental activity.” 
Similarly, Article XIIID provides that in “any legal action contesting the validity of a fee or charge, 
the burden shall be on the agency to demonstrate compliance” with Article XIIID.  

 
Impact on City’s General Fund. The approval requirements of Articles XIIIC and XIIID 

reduce the flexibility of the City to raise revenues for the General Fund, and no assurance can be 
given that the City will be able to impose, extend or increase the taxes, fees, charges or taxes in 
the future that it may need to meet increased expenditure needs.  

 
The City does not believe that any material source of General Fund revenue is subject to 

challenge under Proposition 218 or Proposition 26. 
 
Judicial Interpretation. The interpretation and application of Articles XIIIC and XIIID 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. 

 
Expenditures and Appropriations 
 
In addition to the limits Article XIIIA imposes on property taxes that may be collected by 

local governments, certain other revenues of the State and local governments are subject to an 
annual “appropriations limit” or “Gann Limit” imposed by Article XIIIB of the State Constitution, 
which effectively limits the amount of such revenues that government entities are permitted to 
spend.  Article XIIIB, approved by the voters in June 1979, was modified substantially by 
Proposition 111 in 1990.  The appropriations limit of each government entity applies to “proceeds 
of taxes,” which consist of tax revenues, state subventions and certain other funds, including 
proceeds from regulatory licenses, user charges or other fees to the extent that such proceeds 
exceed “the cost reasonably borne by such entity in providing the regulation, product or service.”  
“Proceeds of taxes” exclude tax refunds and some benefit payments such as unemployment 
insurance.  No limit is imposed on the appropriation of funds which are not “proceeds of taxes,” 
such as reasonable user charges or fees, and certain other non-tax funds. 

 
Article XIIIB also does not limit appropriation of local revenues to pay debt service on 

bonds existing or authorized by January 1, 1979, or subsequently authorized by the voters, 
appropriations required to comply with mandates of courts or the federal government, 
appropriations for qualified capital outlay projects, and appropriation by the State of revenues 
derived from any increase in gasoline taxes and motor vehicle weight fees above January 1, 1990, 
levels.  The appropriations limit may also be exceeded in cases of emergency; however, the 
appropriations limit for the three years following such emergency appropriation must be reduced 
to the extent by which it was exceeded, unless the emergency arises from civil disturbance or 
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natural disaster declared by the Governor, and the expenditure is approved by two-thirds of the 
legislative body of the local government. 

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

the limit is adjusted to allow for changes, if any, in the cost of living, the population of the 
jurisdiction, and any transfer to or from another government entity of financial responsibility for 
providing services.  Each school district is required to establish an appropriations limit each year.  
In the event that a school district’s revenues exceed its spending limit, the district may increase 
its appropriations limit to equal its spending by taking appropriations limit from the State. 

 
Proposition 111 requires that each agency’s actual appropriations be tested against its 

limit every two years.  If the aggregate “proceeds of taxes” for the preceding two-year period 
exceed the aggregate limit, the excess must be returned to the agency’s taxpayers through tax 
rate or fee reductions over the following two years.   

 
Statutory Revenue Limitations - Proposition 62 

 
Proposition 62 was adopted by the voters at the November 4, 1986, general election and 

(a) requires that any new or higher taxes for general governmental purposes imposed by local 
governmental entities such as the City be approved by a two-thirds vote of the governmental 
entity’s legislative body and 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, (e) prohibits the imposition of 
transaction taxes and sales taxes on the sale of real property by local governmental entities, and 
(f) requires that any tax imposed by a local governmental entity on or after August 1, 1985, be 
ratified by a majority vote of the voters voting in an election on the tax within two years of the 
adoption of the initiative or be terminated by November 15, 1988. 

 
Following its adoption by the voters, various provisions of Proposition 62 were declared 

unconstitutional at the appellate court level. On September 28, 1995, however, the California 
Supreme Court, in Santa Clara City Local Transportation Authority v. Guardino, 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. The 
Guardino decision did not address whether it should be applied retroactively. 

 
In response to Guardino, the California Legislature adopted Assembly Bill 1362, which 

provided that Guardino should apply only prospectively to any tax that was imposed or increased 
by an ordinance or resolution adopted after December 14, 1995. Assembly Bill 1362 was vetoed 
by the Governor; hence the application of the Guardino decision on a retroactive basis remains 
unclear.  

 
Proposition 62, as an initiative statute, does not have the same level of authority as a 

constitutional initiative. It is analogous to legislation adopted by the State Legislature, except that 
it may be amended only by a vote of the State’s electorate. However, Proposition 218, as a 
constitutional amendment, is applicable to charter cities and supersedes many of the provisions 
of Proposition 62.  
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Proposition 1A 
 
Proposition 1A, proposed by the Legislature in connection with the State's Fiscal Year 

2004-2005 Budget, approved by the voters in November 2004 and generally effective in fiscal 
year 2006-2007, provides that the State may not reduce any local sales tax rate, limit existing 
local government authority to levy a sales tax rate or change the allocation of local sales tax 
revenues, subject to certain exceptions.  Proposition 1A generally prohibits the State from shifting 
to schools or community colleges any share of property tax revenues allocated to local 
governments for any fiscal year, as set forth under the laws in effect as of November 3, 2004.  
Any change in the allocation of property tax revenues among local governments within a county 
must be approved by two-thirds of both houses of the Legislature.  Proposition 1A provides, 
however, that beginning in fiscal year 2008-2009, the State may shift to schools and community 
colleges up to 8% of local government property tax revenues, which amount must be repaid, with 
interest, within three years, if the Governor proclaims that the shift is needed due to a severe state 
financial hardship, the shift is approved by two-thirds of both houses and certain other conditions 
are met.  The State may also approve voluntary exchanges of local sales tax and property tax 
revenues among local governments within a county.  Proposition 1A also provides that if the State 
reduces the motor vehicle license fee rate currently in effect, 0.65 percent of vehicle value, the 
State must provide local governments with equal replacement revenues.  Further, Proposition 1A 
requires the State, beginning July 1, 2005, to suspend State mandates affecting cities, counties 
and special districts, excepting mandates relating to employee rights, schools or community 
colleges, in any year that the State does not fully reimburse local governments for their costs to 
comply with such mandates.   

 
Proposition 1A may result in increased and more stable City 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 City. 

 
Proposition 22 

 
Proposition 22, entitled “The Local Taxpayer, Public Safety and Transportation Protection 

Act,” was approved by the voters of the State in November 2010. Proposition 22 amended the 
state Constitution to eliminate or reduce the State’s authority to (i) temporarily shift property taxes 
from cities, counties and special districts to schools, (ii) use vehicle license fee revenues to 
reimburse local governments for State-mandated costs (the State will have to use other revenues 
to reimburse local governments), (iii) redirect property tax increment from redevelopment 
agencies to any other local government, (iv) use State fuel tax revenues to pay debt service on 
State transportation bonds, or (v) borrow or change the distribution of State fuel tax revenues.  
This Proposition was intended to, among other things, stabilize local government revenue sources 
by restricting the State’s control over local property taxes.  
 
Unitary Property 
 

AB 454 (Chapter 921, Statutes of 1986) provides that revenues derived from most utility 
property assessed by the State Board of Equalization (“Unitary Property”), commencing with 
Fiscal Year 1988-89, are allocated as follows: (i) each jurisdiction will receive up to 102% of its 
prior year State–assessed revenue; and (ii) if county–wide revenues generated from Unitary 
Property are less than the previous year’s revenues or greater than 102% of the previous year’s 
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revenues, each jurisdiction will share the burden of the shortfall or benefit of the excess revenues 
by a specified formula. This provision applies to all Unitary Property except railroads, whose 
valuation will continue to be allocated to individual tax rate areas. 

 
The provisions of AB 454 constitute neither an elimination of the assessment of any State–

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

 
Possible Future Initiatives 

 
Articles XIIIA, XIIIB, XIIIC and XIIID and Propositions 62, 111, 218 and 1A 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 City or 
the City’s ability to expend revenues. There is no assurance that the California electorate or 
Legislature will not at some future time approve additional limitations. 

 
 

BOND OWNERS’ RISKS 
 

The following describes certain special considerations and risk factors affecting the 
payment of and security for the Bonds. The following discussion is not meant to be an exhaustive 
list of the risks associated with the purchase of any Bonds and does not necessarily reflect the 
relative importance of the various risks. Potential investors in the Bonds are advised to consider 
the following special factors along with all other information in this Official Statement in evaluating 
the Bonds. There can be no assurance that other considerations will not materialize in the future. 
 

The Bonds are limited obligations of the Authority payable solely from and secured solely 
by the Revenues pledged therefor under the Indenture, together with amounts on deposit from 
time to time in certain funds and accounts held by the Trustee. Revenues consist primarily of 
Lease Payments. If for any of the reasons described below, or for any other reason, the Authority 
does not receive sufficient Lease Payments to pay debt service on the Bonds, the Authority will 
not be obligated to utilize any other of its funds, other than amounts on deposit in certain funds 
and accounts established under the Indenture, to pay debt service on the Bonds. 

 
The Lease Payments are not secured by any pledge of or lien on taxes or other revenue 

of the City, but are payable from all funds lawfully available to the City.  The City has the capacity 
to enter into other obligations that may constitute additional obligations against its revenues.  In 
the event the City’s revenue sources are less than its total obligations, the City could choose to 
fund other obligations before making Lease Payments; in that case, the failure to pay Lease 
Payments in full would constitute a default under the Lease Agreement.  The same result could 
occur if, because of State constitutional limits on expenditures, the City is not permitted to 
appropriate and spend all of its available revenues; in that case, the failure to pay Lease Payments 
in full would constitute a default under the Lease Agreement.  The City must adopt a balanced 
Budget each year, and has covenanted in the Lease Agreement to budget for, appropriate and 
make the Lease Payments in each year that it has possession and use of the Leased Property.   

 
Abatement of Lease 
 

Under California law, the obligation of the City to make Lease Payments is contingent 
upon the availability of the Leased Property for use and occupancy by the City.  The Lease 



 

-26- 

Payments will be abated proportionately during any period in which by reason of material damage 
or destruction, there is substantial interference with the use and occupancy of any portion of the 
Leased Property by the City, and such abatement will continue until substantial completion of the 
work of repair or replacement of the portion of the Leased Property damaged or destroyed; 
provided that, in determining the amount of abatement.  Any abatement of Lease Payments could 
affect the Authority’s ability to pay debt service on the Bonds.   

 
In the event Lease Payments are abated, no assurances can be given that moneys on 

deposit in the Revenue Fund or the proceeds of property insurance (which is not expected to be 
available to cover earthquake damage) will be sufficient to pay the debt service on the Bonds 
during the period of such abatement.  The City is neither required nor will it maintain rental 
interruption insurance with respect to the Leased Property. 

 
Notwithstanding the provisions of the Lease Agreement specifying the extent of abatement 

in the event of the City’s failure to have full use and occupancy of the Leased Property, such 
provisions may be superseded by operation of law, and, in such event, the resulting Lease 
Payments of the City may not be sufficient to pay all of the remaining principal and interest with 
respect to the Bonds. 

 
The spread of COVID-19 has resulted in the imposition from time to time of restrictions on 

gatherings, widespread temporary closings of businesses and schools (including within the City) 
and implementation of stay-home orders for citizens to remain at home, except for certain 
essential purposes. These restrictions limit access to certain City-owned facilities, but will not 
currently cause the Lease Payments to be abated under the Lease Agreement. 

 
Limitation on Remedies 

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

Indenture could prove to be both expensive and time-consuming. The Lease Agreement provides 
that upon the occurrence and during the continuance of the City’s failure to deposit with the 
Trustee any Lease Payments when due, the bankruptcy of the City, or if the City breaches any 
other terms, covenants, conditions or agreements contained in the Lease Agreement (subject to 
a cure period as described in the Lease Agreement), neither the Authority nor the Trustee may 
accelerate the Lease Payments or otherwise declare any Lease Payments not then in default to 
be immediately due and payable, and the Authority shall have no right to re-lease any portion of 
the Leased Property that constitutes a City street. See “APPENDIX B – SUMMARY OF 
PRINCIPAL LEGAL DOCUMENTS.” 

  
In addition to the limitations on remedies contained in the Lease Agreement and the 

Indenture, the rights and remedies provided in those documents may be limited by and are subject 
to provisions of federal bankruptcy laws, as now or hereafter enacted, and to other laws or 
equitable principles that may affect creditors’ rights generally.  The various legal opinions to be 
delivered concurrently with the issuance of the Bonds will be qualified as to the enforceability of 
the various legal instruments by limitations imposed by State and federal laws, rulings and 
decisions affecting remedies, and by bankruptcy, reorganization or other laws of general 
application affecting the enforcement of creditors’ rights, including equitable principles. See “– 
Bankruptcy Risks” below. 
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No Acceleration Upon Default 
 

In the event of a default, there is no remedy of acceleration of the total Lease Payments 
for the term of the Lease. Any suit for money damages would be subject to the legal limitations 
on remedies against cities and counties in the State, including a limitation on enforcement of 
judgments against funds needed to serve the public welfare and interest. See “APPENDIX B – 
SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

 
Early Prepayment Risk 

 
Early payment of the Lease Payments and early prepayment of the Bonds may occur in 

whole or in part, without premium, from the proceeds of title insurance, on any date, if the Leased 
Property, or a portion thereof, is lost, destroyed or damaged beyond repair or taken by eminent 
domain and if the City exercises it right to prepay the Lease Payments in whole or in part pursuant 
to the provisions of the Lease Agreement and the Indenture.   

 
Bankruptcy Risks 

 
The rights of the owners of the Bonds and the enforceability of the Authority’s obligation 

to make payments on the Bonds may be subject to bankruptcy, insolvency, reorganization, 
moratorium and other similar laws affecting creditors’ rights under currently existing law or laws 
enacted in the future, and may also be subject to the exercise of judicial discretion under certain 
circumstances.   

 
Under existing law, the City is eligible to file for bankruptcy. Should the City file for 

bankruptcy, there could be adverse effects on the holders of the Bonds. In a bankruptcy of the 
City, the Authority or the Trustee as its assignee and the owners of the Bonds may be prohibited 
from taking any action against the City, any official of the City, or any property of the City (including 
the Leased Property) to enforce the terms of the Lease Agreement, unless the consent of the 
bankruptcy court is first obtained. The bankruptcy court is not required to give its consent. This 
prohibition on action may even prohibit the Trustee from using funds in its possession to make 
payments on the Bonds. As a result, Owners may experience temporary or permanent delays in 
the payment of the Bonds.  

 
In a bankruptcy case, a plan of adjustment for the City could be confirmed that would allow 

for enforcement of the Lease Agreement, but the priority, interest rate, payment terms, collateral, 
maturity dates, payment sources, covenants and other terms or provisions of the Lease 
Agreement and the Bonds may be altered by the bankruptcy court. Such a plan could be 
confirmed even over the objections of the Authority or the Trustee as its assignee and the owners 
of the Bonds, and without their consent. Additionally, the resulting plan could adjust some or all 
of the City's financial obligations, which include the City's lease payment obligations under the 
Lease Agreement and the City's obligation to fund certain retirement benefits.  

 
The adjustment plans approved by the Bankruptcy Courts in connection with the 

bankruptcies of the cities of Vallejo, San Bernardino and Stockton resulted in significant 
reductions in the amounts payable by the cities under lease revenue obligations substantially 
identical or similar to the Bonds. The City can provide no assurance about the outcome of the 
bankruptcy cases of other California municipalities of the nature of any adjustment plan it if were 
to file for bankruptcy. 
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In addition, if the Lease Agreement is determined to constitute a “true lease” by the 
bankruptcy court (rather than a financing lease providing for the extension of credit), the City could 
choose not to perform under the Lease Agreement and the claim of the owners of the Bonds could 
be substantially limited. An allowable claim could be substantially less than the amount of the 
Bonds outstanding, resulting in the owners of the Bonds suffering a substantial loss.   

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

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

 
State Law Limitations on Appropriations 

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

appropriate annually. The ability of the City to make Lease Payments may be affected if the City 
should exceed its appropriations limit. The State may increase the appropriation limit of cities in 
the State by decreasing the State’s own appropriation limit. The City does not anticipate 
exceeding its appropriations limit in the foreseeable future. See “CONSTITUTIONAL AND 
STATUTORY PROVISIONS AFFECTING CITY REVENUES AND APPROPRIATIONS – 
Limitations on Revenues – Expenditures and Appropriations.” 

 
Limitations on Taxes and Fees 

 
Limitations on Taxes and Fees.  Certain taxes, assessments, fees and charges 

presently imposed by the City could be subject to the voter approval requirements of Article XIIIC 
and Article XIIID of the State Constitution.  Based upon the outcome of an election by the voters, 
such fees, charges, assessments and taxes might no longer be permitted to be imposed, or may 
be reduced or eliminated and new taxes, assessments fees and charges may not be approved.  
The City has assessed the potential impact on its financial condition of the provisions of Article 
XIIIC and Article XIIID of the State Constitution respecting the imposition and increase of taxes, 
fees, charges and assessments and does not believe that an election by the voters to reduce or 
eliminate the imposition of certain existing fees, charges, assessments and taxes would 
substantially affect its financial condition.  However, the City believes that if the initiative power 
was exercised so that all local taxes, assessments, fees and charges that may be subject to 
Article XIIIC and Article XIIID of the State Constitution are eliminated or substantially reduced, the 
financial condition of the City, including its General Fund, could be materially adversely affected.   

 
Although the City does not currently anticipate that the provisions of Article XIIIC and 

Article XIIID of the State Constitution would adversely affect its ability to pay Lease Payments and 
its other obligations payable from the General Fund, no assurance can be given regarding the 
ultimate interpretation or effect of Article XIIIC and Article XIIID of the State Constitution on the 
City’s finances.  See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS.” 

 
Additional Obligations of the City 

 
The City has existing obligations payable from its General Fund. See “APPENDIX A – 

“FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION FOR THE CITY – Outstanding 
General Fund Lease Obligations.” The City is permitted to enter into other obligations which 
constitute additional charges against its revenues without the consent of Owners of the Bonds.  
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To the extent that additional obligations are incurred by the City, the funds available to pay Lease 
Payments may decline. 

 
The Lease Payments and other payments due under the Lease Agreement (including 

payment of costs of repair and maintenance of the Leased Property, taxes and other 
governmental charges levied against the Leased Property) are payable from funds lawfully 
available to the City.  If the amounts that the City is obligated to pay in a fiscal year exceed the 
City’s revenues for such year, the City may choose to make some payments rather than making 
other payments, including Lease Payments and Additional Rental, based on the perceived needs 
of the City. The same result could occur if, because of California Constitutional limits on 
expenditures, the City is not permitted to appropriate and spend all of its available revenues or is 
required to expend available revenues to preserve the public health, safety and welfare. 

 
Property Taxes 

 
Levy and Collection.  Any reduction in the tax rate or the implementation of any 

constitutional or legislative property tax decrease could reduce the City’s property tax revenues, 
and accordingly, could have an adverse impact on the ability of the City to make Lease Payments.  
Likewise, delinquencies in the payment of property taxes could have an adverse effect on the 
City’s ability to pay principal of and interest on the Bonds when due. 

 
Reduction in Inflationary Rate.  Article XIIIA of the California Constitution provides that 

the full cash value base of real property used in determining assessed value may be adjusted 
from year to year to reflect the inflationary rate, not to exceed a 2% increase for any given year, 
or may be reduced to reflect a reduction in the consumer price index or comparable local data.  
See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS.”  Such measure is computed on a calendar year basis.  Because Article 
XIIIA limits inflationary assessed value adjustments to the lesser of the actual inflationary rate or 
2%, there have been years in which the assessed values were adjusted by actual inflationary 
rates, which were less than 2%.  Since Article XIIIA was approved, the annual adjustment for 
inflation has fallen below the 2% limitation a limited number of times.  

 
The City is unable to predict if any adjustments to the full cash value base of real property 

within the City, whether an increase or a reduction, will be realized in the future. 
 
Appeals of Assessed Values. There are two types of appeals of assessed values that 

could adversely impact property tax revenues: 
 

Proposition 8 Appeals.  Most of the appeals that might be filed in the City would be 
based on Section 51 of the Revenue and Taxation Code, which requires that for each lien 
date the value of real property must be the lesser of its base year value annually adjusted 
by the inflation factor pursuant to Article XIIIA of the State Constitution or its full cash 
value, taking into account reductions in value due to damage, destruction, depreciation, 
obsolescence, removal of property or other factors causing a decline in value.   

 
Under California law, property owners may apply for a reduction of their property 

tax assessment by filing a written application, in form prescribed by the State Board of 
Equalization, with the appropriate county board of equalization or assessment appeals 
board.  In most cases, the appeal is filed because the applicant believes that present 
market conditions (such as residential home prices) cause the property to be worth less 
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than its current assessed value.  These market-driven appeals are known as “Proposition 
8” appeals.  

 
Any reduction in the assessment ultimately granted as a Proposition 8 appeal 

applies to the year for which application is made and during which the written application 
was filed.  These reductions are often temporary and are adjusted back to their original 
values when market conditions improve.  Once the property has regained its prior value, 
adjusted for inflation, it once again is subject to the annual inflationary factor growth rate 
allowed under Article XIIIA.  

 
Base Year Appeals. A second type of assessment appeal is called a base year 

appeal, where the property owners challenge the original (basis) value of their property. 
Appeals for reduction in the “base year” value of an assessment, if successful, reduce the 
assessment for the year in which the appeal is taken and prospectively thereafter.  The 
base year is determined by the completion date of new construction or the date of change 
of ownership.  Any base year appeal must be made within four years of the change of 
ownership or new construction date.  
 
No assurance can be given that property tax appeals in the future will not significantly 

reduce the City’s property tax revenues. 
 

Split Roll Initiative. 
 

An initiative measure (the “Split Roll Initiative”) to amend Article XIIIA has qualified for 
the State’s November 2020 ballot.  If adopted, the Split Roll Initiative would base property taxes 
for commercial and industrial properties on market values beginning in tax year 2020-21.  Such 
market values would be reassessed by the applicable county assessor’s office at least once every 
three years.  The Split Roll Initiative includes exceptions for businesses with a total market value 
of less than $2 million (adjusted for inflation), which would continue to be subject to property taxes 
based on purchase price, and exempts from property tax assessments up to $500,000 of the 
value of personal property, or all personal property for businesses with fewer than 50 
employees.  There can be no assurance that the Split Roll Initiative will be adopted.  Moreover, if 
the Split Roll Initiative is adopted, the City is unable to predict how it would affect the level of 
commercial building activity within the City and the relationship of the assessed value between 
land use types (i.e. residential versus commercial) in the City, or what other impacts the Split Roll 
Initiative might have on the local economy or the City’s financial condition. 

 
Public Health Emergencies 
 

In recent years, public health authorities have warned of threats posed by outbreaks of 
disease and other public health threats. The spread of the novel strain of coronavirus called 
COVID-19 is having significant negative impacts throughout the world, including within the City. 
On January 31, 2020, the Secretary of the United States Health and Human Services Department 
declared a public health emergency for the United States and on March 13, 2020, the President 
of the United States declared the outbreak of COVID-19 in the United States a national 
emergency. Subsequently, the President’s Coronavirus Guidelines for America and the United 
States Centers for Disease Control and Prevention called upon Americans to take actions to slow 
the spread of COVID-19 in the United States. 

On March 4, 2020, the Governor proclaimed a state of emergency in California as a result 
of the threat of COVID-19. Under the California Emergency Services Act, during a state of 
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emergency, the Governor has authority over all agencies of the state government and can 
exercise the State’s police powers. His powers also include the power to promulgate, issue, and 
enforce orders and regulations as he deems necessary.   

Since declaring the emergency, the Governor has issued a number of executive orders 
relating to COVID-19 preparedness and mitigation. These include his March 19, 2020 Executive 
Order N-33-20, which orders all individuals living in the State to stay home or at their place of 
residence except as needed to maintain continuity of operations of certain critical infrastructure 
sectors, as described in that order and later designations.  

 
Since March 2019, the California State Public Health Officer and Director of the California 

Department of Public Health and the Governor have each issued additional orders some of which 
have relaxed certain restrictions. Most recently, on August 28, 2020, the State Department of 
Public Health released the Blueprint for a Safer Economy, a reopening plan featuring four different 
business tiers, with each county in the State assigned to a tier based on new case and testing 
indicators in the county.  Under the plan, each county will remain in a tier for a minimum of three 
weeks before moving to the next tier, and can only move forward one tier at a time, even if it 
qualifies for a more advanced tier.  The County is currently in the most restrictive “Purple Tier,” 
along with most other counties in the State. Accordingly, many non-essential business operations 
are closed in the County. Certain indoor activities are permitted with modifications. 

 
The Governor issued Executive Orders N-29-20 and N-35-20 relaxing state and local 

agency open meeting laws to accommodate social distancing. The City has held meetings of its 
City Council substantially unhindered by the COVID-19 pandemic through online conferencing 
platforms. As permitted under Executive Order N-33-20, certain of the City’s employees may 
continue to come to work under designated exceptions for critical sectors. And some of the City’s 
employees are teleworking. The City does not expect its business operations to be materially 
curtailed by employee absences prompted by the stay-home order. However, the City offers no 
assurances that the City Councilmember or employee absences due to COVID-19 illnesses will 
not materially and adversely impact its operations. 

 
The COVID-19 pandemic has negatively affected travel, commerce, and is widely 

expected to continue to negatively affect economic output worldwide and within the City. See 
“BOND OWNERS’ RISK – U.S. Economic Recession.” While federal and state governments 
(including California) have enacted legislation and taken executive actions seeking to mitigate the 
negative public health and economic impacts of the COVID-19 pandemic, the City offers no 
assurances that these interventions will have the intended effects. These negative economic 
impacts may reduce or otherwise negatively affect revenues to the City’s General Fund and result 
in unexpected increases in expenditures. See “APPENDIX A – FINANCIAL, ECONOMIC AND 
DEMOGRAPHIC INFORMATION FOR THE CITY – CITY FINANCES – Management Discussion 
Regarding COVID-19 Impacts.” The City cannot predict the magnitude of these impacts on such 
revenues, but such impacts could be materially adverse. 

 
The financial and operating data contained in this Official Statement are the latest 

available, but unless otherwise indicated are as of dates and for periods before the economic 
impact of the COVID-19 pandemic and measures instituted to slow it. Accordingly, they are not 
necessarily indicative of the current financial condition or future prospects of the City and the 
region. While the overall potential impact of the COVID-19 pandemic on the City cannot be fully 
quantified at this time, the continued outbreak of COVID-19 could lead to additional or modified 
public health restrictions and have an adverse effect on the City’s operations and financial 
condition, and the effect could be material. Prospective investors should assume that the 
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restrictions and limitations related to COVID-19, and the current disruption to the national and 
global economies, will increase at least over the near term, recovery may be prolonged and, 
therefore, may have an adverse impact on the City’s finances. 

 
U.S. Economic Recession 

 
In June 2020, the National Bureau of Economic Research (“NBER”) declared that 

recession in the United States commenced in February 2020. Reportedly, this was the fastest 
that NBER has declared any recession since the group began formal announcements in 1979. In 
announcing the recession, NBER said “[T]he unprecedented magnitude of the decline in 
employment and production and its broad reach across the entire economy, warrants the 
designation of this episode as a recession….” The City cannot predict how long the current 
economic recession will last or the impacts on the City’s General Fund revenues, but such impacts 
may be material and adverse. 

 
Additional economic recessions may occur in the future. The City cannot predict when 

such additional economic recessions will occur, their length or the impacts on the City’s General 
Fund revenues, but such impacts may also be material and adverse. 

 
Certain Risks Associated with Sales Tax and Other Local Tax Revenues 

 
For fiscal year 2019-20, sales tax revenues were the second largest source of revenue to 

the City. See “APPENDIX A – FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION 
FOR THE CITY – Sales Taxes.”  Sales tax revenues are based upon the gross receipts of retail 
sales of tangible goods and products by retailers with taxable transactions in the City, which could 
be impacted by a variety of factors.   

 
For example, in times of economic recession, the gross receipts of retailers often decline, 

and such a decline would cause the sales tax revenues received by the City to also decline. As 
described further below, there has been volatility in the United States and global financial markets 
associated with the COVID-19 outbreak, resulting in significant declines and a national and global 
recession. 

  
In addition, changes or amendments in the laws applicable to the City’s receipt of sales 

tax revenues or other local taxes, whether implemented by State legislative action or voter 
initiative, could have an adverse effect on sales tax revenues received by the City. See 
“CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND APPROPRIATIONS – 
Proposition 218 – Article XIIIC and Article XIIID.”   

 
For example, many categories of transactions are exempt from the statewide sales tax, 

and additional categories could be added in the future.  Currently, most sales of food products for 
human consumption are exempt; this exemption, however, does not apply to liquor or to 
restaurant meals.  The rate of sales tax levied on taxable transactions in the City or the fee 
charged by the California Department of Tax and Fee Administration for administering the City’s 
sales tax could also be changed.   

 
See “APPENDIX A – FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION 

FOR THE CITY – CITY FINANCES – Management Discussion Regarding COVID-19 Impacts.” 
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Natural Calamities 
 
The City, like all California communities, may be subject to unpredictable seismic activity, 

wildfires, flood, or other natural disasters. Seismic activity, wildfires, floods and other natural 
disasters represent a potential risk for damage to buildings, roads, bridges and other property 
within the City. Such natural calamities may adversely affect economic activity in the City, which 
could have a negative impact on the City’s finances.  Additionally, a natural calamity adversely 
affecting the Leased Property could have a negative impact on the City’s use of such property, 
which could result in abatement of Lease Payments.  See “– Abatement” above. 

 
Seismic.  The areas at and surrounding the Leased Property, like those in much of 

California, may be subject to unpredictable seismic activity.  The three fault zones likely to have 
the most impact on the City are (i) the Newport-Inglewood Fault Zone, approximately 2 miles to 
the northeast, (ii) the San Andreas Fault Zone, lying 50 miles to the northeast and (iii) the Palos 
Verdes Fault Zone, lying in the southern portion of the City.  Earthquakes that have historically 
had the most impact on the City have been the result of movement in the Newport-Inglewood 
Fault Zone. 

 
Flood.  To prepare and mitigate hazards from flooding, the City participates in the National 

Flood Insurance Program.  Flood Insurance Rate Maps (“FIRMs”), which are prepared by the 
Federal Emergency Management Agency (“FEMA”), map potential flood zones.  Flood hazards 
related to storm events generally are described in terms of 100- or 500-year events.  A 100-year 
flood is defined as a major flood event that has a one percent or greater chance of occurring 
during any one year.  Flood hazard planning practices address such storms, as well as 500-year 
events.  According to the FIRMs, only a few, small, isolated areas within the City have been 
mapped as Special Flood Hazard Areas, and these result primarily from ponding of water in 
shallow depressions or sumps, and not from channel flooding.   

 
Dam Failure. Dam inundation occurs when structural damage to a dam results in a flood.  

Dam failure can occur due to an earthquake, erosion, design flaw, or water overflow during 
storms.  There are two enclosed water reservoirs in Torrance: the Walteria and Ben Haggott 
reservoirs.  They are located in the southern part of the City, on the north flank of the Palos Verdes 
Hills, and south of the Palos Verdes fault zone.  Because of their size, these reservoirs are 
considered dams and are therefore under the purview of the California Division of Dam Safety.  
The inundation pathway for these reservoirs has been mapped, as required by the California 
Division of Dam Safety.  To guard against catastrophe, the City ensures that the design of the 
Ben Haggott and Walteria reservoirs can withstand ground accelerations from nearby faults. 

 
Fire Hazards.  In recent years, wildfires have caused extensive damage throughout the 

State.  Certain of these fires have burned thousands of acres and destroyed hundreds and in 
some cases thousands of homes.  In some instances, entire neighborhoods have been destroyed.  
Several fires which occurred in 2017 damaged or destroyed property in areas that were not 
previously considered to be at risk from such events.  In November 2018, the Camp Fire occurred 
in Butte County, California.  The Camp Fire is the deadliest and most destructive wildfire in the 
recorded history of the State burning more than 150,000 acres and destroying more than 11,500 
structures, including most of the structures in the City of Paradise, California. Some commentators 
believe that climate change will lead to even more frequent and damaging wildfires in the future.   

 
In Los Angeles County, wildland fires historically have occurred in the brush-covered hills 

that frame many communities, including the Palos Verdes Hills, in the southern portion of the City, 
and south of the City, in what is now Rolling Hills, Rolling Hills Estates, and Palos Verdes Estates.  



 

-34- 

Small vegetation fires occasionally still occur on these slopes, but the Fire Department is able to 
respond quickly and minimize threats to adjacent structures.  To prevent fires in the City’s hillside 
areas, the City’s municipal code allows the Fire Chief broad authority to carry out preventive 
measures to minimize fire risks. 

 
Recent Droughts.  With respect to droughts specifically, the State has faced water 

shortfalls in recent years.  On January 17, 2014, then Governor Brown declared a state of drought 
emergency, calling on Californians to conserve water, and subsequent conservation orders and 
regulations were imposed by then Governor Brown and the California State Water Resources 
Control Board (the “Water Board”).  

 
With unprecedented water conservation and plentiful rain- and snowfall in the State 

throughout the end of 2016 and the beginning of 2017, Governor Brown issued Executive 
Order B-40-17 on April 7, 2017 (the “2017 Executive Order”), which lifted the January 17, 2014 
drought declaration in all counties except the counties of Fresno, Kings, Tulare, and Tuolumne, 
where diminished groundwater supply issues remain.  The 2017 Executive Order also directed 
the Water Board to rescind the water supply stress tests for urban water suppliers, as well any 
remaining mandatory conservation standards.  These rescissions notwithstanding, the 2017 
Executive Order instructed the Water Board to maintain urban water use reporting requirements 
and prohibitions on wasteful water-use practices in order to preserve and promote Statewide 
water conservation efforts. 

 
Notwithstanding the improved water conditions, the City cannot predict or make any 

representations regarding the effects that the recent (or future) droughts and related conditions 
had or may have on the value of taxable property within the City, or to what extent the effects the 
recent (or future) droughts may have had or have on economic activity in the City. See also “– 
Potential Impact of Climate Change” below. 

 
Hazardous Substances 

 
Owners and operators of real property may be required by law to remedy conditions of the 

property relating to releases or threatened releases of hazardous substances. The federal 
Comprehensive Environmental Response, Compensation and Liability Act of 1980, sometimes 
referred to as “CERCLA” or the “Superfund Act,” is the most well-known and widely applicable of 
these laws, but California laws with regard to hazardous substances area also stringent and 
similar.  Under many of these laws, the owner (or operator) is obligated to remedy a hazardous 
substance condition of property whether or not the owner (or operator) has anything to do with 
creating or handling the hazardous substance. Further, such liabilities may arise not simply from 
the existence of a hazardous substance but from the method of handling it. All of these 
possibilities could significantly and adversely affect assessed values of property in the City and 
the operations and finances of the City. 

 
Potential Impact of Climate Change 

 
The issue of climate change has become an important factor in water resources planning 

in the State.  There is evidence that increasing concentrations of greenhouse gases have caused 
and will continue to cause a rise in temperatures around the world, which will result in a wide 
range of changes in climate patterns.  Moreover, there is evidence that a warming trend occurred 
during the latter part of the 20th century and will likely continue through the 21st century.  These 
changes will have a direct effect on water resources in the State, and numerous studies on climate 
and water in the State have been conducted to determine the potential impacts.  Based on these 
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studies, global warming could result in the following types of water resources impacts in the State, 
including impacts on the City: 

 
• Changes in the timing, intensity, and variability of precipitation, and an increased 

amount of precipitation falling as rain instead of as snow, 
 
• Long-term changes in watershed vegetation and increased incidence of wildfires 

that could affect water quality, 
 
• Sea level rise and an increase in saltwater intrusion, 
 
• Increased water temperatures with accompanying adverse effects on some 

fisheries, 
 
• Increases in evaporation and concomitant increased irrigation need, and 
 
• Changes in urban and agricultural water demand. 
 
However, other than the general trends listed above, there is no clear scientific consensus 

on exactly how global warming will quantitatively affect the State’s water supplies.  
 
The City is unable to predict timing or magnitude of the impacts of climate change, if any, 

or whether they will have a material adverse effect on the business operations or financial 
condition of the City and the local economy. 

 
Cyber Security 

 
The City, like many other public and private entities, relies on computer and other digital 

networks and systems to conduct its operations.  As a recipient and provider of personal, private 
or other sensitive electronic information, the City is potentially subject to multiple cyber threats, 
including without limitation hacking, viruses, ransomware, malware and other attacks.  No 
assurance can be given that the City’s efforts to manage cyber threats and attacks will be 
successful in all cases, or that any such attack will not materially impact the operations or finances 
of the City.  The City is also reliant on other entities and service providers in connection with the 
administration of the Bonds, including without limitation the County tax collector for the levy and 
collection of property taxes, and the Trustee.   

 
On March 1, 2020, a cyber incident occurred with respect to the City’s systems which 

resulted in the disturbance of certain City business services. Front line and safety operations 
continued despite the incident. City systems have been restored and security enhancements have 
been made or are in progress.  

 
No assurance can be given that the City and the other entities the City relies on will not 

be affected by cyber threats and attacks in a manner that may affect the Bond owners.  
 

Litigation 
 
The City is and may become a party to litigation that has the potential to have an impact 

on the City’s General Fund.  Although the City maintains certain insurance policies that provide 
coverage under certain circumstances and with respect to certain types of incidents, the City 
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cannot predict what types of liabilities may arise in the future and whether these may adversely 
affect the ability of the City to pay Lease Payments under the Lease Agreement when due.  

  
Secondary Market for Bonds 

 
There can be no guarantee that there will be a secondary market for the Bonds or, if a 

secondary market exists, that any Bonds can be sold for any particular price. Occasionally, 
because of general market conditions or because of adverse history or economic prospects 
connected with a particular issue, secondary marketing practices in connection with a particular 
issue are suspended or terminated.  Additionally, prices of issues for which a market is being 
made will depend upon then-prevailing circumstances. Such prices could be substantially different 
from the original purchase price. 

 
 

TAX MATTERS 
 
The interest on the Bonds is not intended by the Authority to be excluded from gross 

income for federal income tax purposes.  However, in the opinion of Jones Hall, A Professional 
Law Corporation (“Bond Counsel”), San Francisco, California, interest on the Bonds is exempt 
from California personal income taxes.  

 
The proposed form of opinion of Bond Counsel with respect to the Bonds to be delivered 

on the date of issuance of the Bonds is set forth in “APPENDIX D – PROPOSED FORM OF 
OPINION OF BOND COUNSEL.” 

 
Owners of the Bonds should also be aware that the ownership or disposition of, or the 

accrual or receipt of interest on, the Bonds may have federal or state tax consequences other 
than as described above. Other than as expressly described above, Bond Counsel expresses no 
opinion regarding other federal or state tax consequences arising with respect to the Bonds, the 
ownership, sale or disposition of the Bonds, or the amount, accrual or receipt of interest on the 
Bonds.  

 
 

CERTAIN LEGAL MATTERS 
 
Jones Hall, A Professional Law Corporation, Bond Counsel, will render an opinion with 

respect to the validity of the Bonds, the form of which is set forth in “APPENDIX D – PROPOSED 
FORM OF OPINION OF BOND COUNSEL.”   

 
Certain legal matters will also be passed upon for the City and the Authority by Jones Hall, 

A Professional Law Corporation, as Disclosure Counsel.  Certain legal matters will be passed 
upon for the City and the Authority by the City Attorney. In addition, certain legal matters will be 
passed on by Norton Rose Fulbright US LLP, Los Angeles, California, as Underwriters’ Counsel.  
Payment of the fees and expenses of Special Counsel, Disclosure Counsel and Underwriter’s 
counsel is contingent upon execution and delivery of the Bonds. 

 
 

LITIGATION 
 
To the best knowledge of the City, there is no action, suit, proceeding, inquiry or 

investigation before or by any court or federal, state, municipal or other governmental authority 
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pending and notice of which has been served on and received by the City or, to the knowledge of 
the City, threatened against or affecting the City or the assets, properties or operations of the City 
which, if determined adversely to the City or its interests, would have a material and adverse 
effect upon the consummation of the transactions contemplated by or the validity of the Lease 
Agreement, the Site Lease or the Indenture, or upon the financial condition, assets, properties or 
operations of the City.  

 
Neither the City nor the Authority is in default with respect to any order or decree of any 

court or any order, regulation or demand of any federal, state, municipal or other governmental 
authority, which default might have consequences that would materially adversely affect the 
consummation of the transactions contemplated by the Lease Agreement, the Site Lease or the 
Indenture, or the financial conditions, assets, properties or operations of the City, including but 
not limited to the payment and performance of the City’s obligations under the Lease Agreement.  

 
 

RATING 
 
S&P Global Ratings (“S&P”) has assigned a rating of “AA” to the Bonds.  The rating 

reflects only the views of S&P and any desired explanation of the significance of such rating 
should be obtained from S&P.  Generally, a rating agency bases its rating on the information and 
materials furnished to it and on investigations, studies and assumptions of its own. The City has 
provided certain additional information and materials to the rating agency (some of which does 
not appear in this Official Statement).   

 
There is no assurance that such rating will continue for any given period of time or that 

such rating will not be revised downward or withdrawn entirely by the rating agency, if in the 
judgment of the rating agency, circumstances so warrant.  Any such downward revision or 
withdrawal of any rating on the Bonds may have an adverse effect on the market price or 
marketability of the Bonds. 

 
 

CONTINUING DISCLOSURE 
 
The City (on behalf of the Authority and itself) will covenant for the benefit of owners of 

the Bonds to provide certain financial information and operating data relating to the City (the 
“Annual Report”), by not later than nine months after the end of the City’s fiscal year (presently 
June 30) and commencing April 1, 2021 with the report for the fiscal year ending June 30, 2020, 
and to provide notices of the occurrence of certain listed events.   

 
These covenants have been made in order to assist the Underwriters in complying with 

Securities Exchange Commission Rule 15c2-12(b)(5), as amended (the “Rule”).  The specific 
nature of the information to be contained in the Annual Report or the notices of listed events is 
set forth in “APPENDIX E — FORM OF CONTINUING DISCLOSURE CERTIFICATE.”   

  
The City and its related entities previously entered into numerous disclosure undertakings 

under the Rule in connection with the issuance of long-term obligations.  During the past five 
years, the City and its related entities have not failed to comply, in all material respects, with these 
undertakings.  

 
To ensure future compliance with their continuing disclosure undertakings, the City has 

developed procedures for including all required continuing disclosure information in the 
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supplementary section of its audited financial statements. In addition, the City has engaged a 
third-party consultant to review this information annually and help track rating changes to ensure 
compliance with its continuing disclosure undertakings. 

 
 

UNDERWRITING 
 
The Bonds are being purchased pursuant a bond purchase agreement by and between 

Morgan Stanley & Co. LLC (the “Representative”), acting on behalf of itself and as representative 
of BofA Securities, Inc. and Siebert Williams Shank & Co. LLC (collectively, the “Underwriters”).  
The Underwriters have agreed to purchase the Bonds at a purchase price of $________________ 
(which is equal to the par amount of the Bonds, less a purchaser’s discount of $_____________, 
and [plus/less] a [net] original issue [premium/discount] of $____________).  

 
Morgan Stanley & Co. LLC has entered into a retail distribution arrangement with its 

affiliate Morgan Stanley Smith Barney LLC. As part of the distribution arrangement, Morgan 
Stanley & Co. LLC may distribute municipal securities to retail investors through the financial 
advisor network of Morgan Stanley Smith Barney LLC.  As part of this arrangement, Morgan 
Stanley & Co. LLC may compensate Morgan Stanley Smith Barney LLC for its selling efforts with 
respect to the Bonds. 
 
 BofA Securities, Inc. has entered into a distribution agreement with its affiliate Merrill 
Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”). As part of this arrangement BofA 
Securities, Inc. may distribute securities to MLPF&S, which may in turn distribute such securities 
to investors through the financial network of MLPF&S. As part of this arrangement, BofA 
Securities, Inc. may compensate MLPF&S as a dealer for their selling efforts with respect to the 
Bonds. 
 

The Underwriters may offer the Bonds to the public at the offering prices set forth on the 
cover page of this Official Statement.  The Underwriters may offer and sell to certain dealers and 
others at a price lower than the offering prices stated on the cover page hereof.  The offering price 
may be changed from time to time by the Underwriters. 

 
 

MUNICIPAL ADVISOR 
 

The Authority has retained NHA Advisors, LLC, San Rafael, California, as the Authority’s 
Municipal Advisor in connection with the preparation of this Official Statement and with respect to 
the issuance of the Bonds. NHA Advisors, LLC 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. NHA Advisors, 
LLC is an independent registered municipal advisory firm and is not engaged in the business of 
underwriting, trading or distributing municipal securities or other public securities. NHA Advisors, 
LLC’s compensation is contingent upon the delivery of the Bonds. 
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EXECUTION 
 
The execution of this Official Statement and its delivery have been authorized by the Board 

of the Authority and the City Council of the City.  
 

TORRANCE JOINT POWERS FINANCING 
AUTHORITY  
 
 
By:        

Aram Chaparyan 
Executive Director 

 
CITY OF TORRANCE  
 
 
By:        

Aram Chaparyan 
City Manager 
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APPENDIX A 
 

FINANCIAL, ECONOMIC AND DEMOGRAPHIC INFORMATION FOR THE CITY 
 
COVID-19 Pandemic 
 

The spread of the novel strain of coronavirus called COVID-19 is having significant 
negative impacts throughout the world, including within the City. The financial and operating data 
contained in this Official Statement are the latest available, but unless otherwise indicated are as 
of dates and for periods before the economic impact of the COVID-19 pandemic and measures 
instituted to slow it. Accordingly, they are not necessarily indicative of the current financial 
condition or future prospects of the City and the region. While the overall potential impact of the 
COVID-19 pandemic on the City cannot be fully quantified at this time, the continued outbreak of 
COVID-19 could lead to additional or modified public health restrictions and have an adverse 
effect on the City’s operations and financial condition, and the effect could be material. See, in 
particular, “BOND OWNERS' RISKS – Public Health Emergencies” in the forepart of this Official 
Statement. 

 
 With respect to fiscal year 2019-20, as of September 2020, the City projects a General 
Fund shortfall for fiscal year 2019-20 of approximately $18.7 million, of which approximately $2.5 
million predates the COVID-19 pandemic. The City utilized one-time sources and reserves set 
aside for economic anomalies to offset such shortfall. 
 
 For fiscal year 2020-21, the City currently projects a budget shortfall of approximately 
$26.6 million when compared to the General Fund budget in the City’s biannual budget for fiscal 
years 2019-20 and 2020-21. To address the projected budget shortfall in fiscal year 2020-21, the 
City Council has approved budget mitigation measures and expense reductions to achieve 
immediate savings. Such mitigation measures include the issuance of the Bonds to prepay a 
portion of the City’s unfunded accrued liability with respect to the City’s pension plans which is 
anticipated to save the City approximately $9.5 million in fiscal year 2020-21 ($6 million of which 
is anticipated to be used to mitigate projected decreases in General Fund revenues), and over 
$175 million in total through fiscal year 2043-44.  Additional adjustments include fee increases 
and freezing currently vacant positions to balance the total shortfall noted earlier. 
 
 See “– 2019-21 General Fund Budget” and “– Management Discussion Regarding 
COVID-19 Impacts” below for a further discussion of the impact of COVID-19 on the City’s 
General Fund for fiscal years 2019-20 and 2020-21, as well as the steps taken by the City to 
rebalance its General Fund budget for such fiscal years. 
 
General 

 
The City of Torrance (the “City”) is situated on the western side of Los Angeles County 

(the “County”), bordered by the Palos Verdes Peninsula on the south, the Cities of Redondo 
Beach and Gardena on the north, the City of Carson on the east and the Pacific Ocean and the 
City of Redondo Beach on the west. The City encompasses an area of approximately 21 square 
miles.  The City is the County’s eighth largest city by population.  The City provides a range of 
services that includes police and fire protection, library services, sanitation and water services, 
airport and bus transit services, construction and maintenance of streets and infrastructure, 
recreational activities, and cultural events. 
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U.S. Interstate 110 (the Harbor Freeway) passes east of the City on a north-south course 
and provides direct connection with downtown Los Angeles, approximately 14 miles to the north 
and San Pedro, approximately seven miles to the south.  U.S. Interstate 405 (the San Diego 
Freeway) traverses the north side of the City, heading north to the San Fernando Valley and south 
through Orange County.  About seven miles northwest of the City is Los Angeles International 
Airport.  

 
Population 

 
Population figures for the City, County and State of California (the “State”) for the last five 

years are shown in the following table. 
 

Table No. A-1 
CITY OF TORRANCE 
Population Estimates 

 
 

Year 
City of 

Torrance 
County of 

Los Angeles 
State of 

California 

2016  147,704 10,158,196  39,131,307  

2017 147,260  10,193,753  39,398,702  

2018 146,843  10,209,676  39,586,646  

2019 145,922  10,184,378 39,695,376  

2020 145,546 10,172,951 39,782,870 
     
Source: State Department of Finance estimates (as of January 1).  
 

Municipal Government 
 
The City was founded in 1912 and incorporated in 1921 and became a charter city in 1947. 

The City operates under the Council-Manager form of government.  On June 19, 2018, the City 
Council adopted an ordinance establishing by-district elections for City Council offices across six 
separate districts within the City. Previously, each Councilmember was elected at-large. District 
elections are to be held every two years, on the even year. The first by-district elections for City 
Council offices were held on March 3, 2020 for Districts 2, 4, and 6. By-district elections for 
Districts 1, 3, and 5 will first be held in March 2022. The Mayor is elected at-large. All members 
of the City Council, including the Mayor, are subject to term limits of two four-year terms. 

 
The City Council appoints the City Manager who heads the executive branch of the 

government, implements City Council directives and policies, and manages the administrative 
and operational functions through the department directors.  The City Manager appoints the 
department directors with the exception of the City Clerk and City Treasurer, who are elected 
officials, and the City Attorney and the Finance Director, who are appointed by the City Council. 

 
 

CITY FINANCES 
 
The following selected financial information provides a brief overview of the City’s 

finances. This financial information has been extracted from the City’s audited financial 
statements and, in some cases, from estimated information provided by the City’s Finance 
Department. The most recent audited financial statements of the City with an unqualified auditor’s 
opinion, for the fiscal year ended June 30, 2019, are included as APPENDIX B. Significant 
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developments relating to the operations and finances of the City since June 30, 2019 are 
described herein. See, in particular the tables set forth herein, “-– 2019-21 General Fund Budget” 
and “– Management Discussion Regarding COVID-19 Impacts” in this Appendix A,  and “BOND 
OWNERS’ RISKS” in the forepart of this Official Statement. 

 
Accounting Policies and Financial Reporting 

 
The accounts of the City are organized on the basis of separate funds, each of which is 

considered a separate accounting entity.  The operations of each fund are accounted for with a 
separate set of self-balancing accounts that comprise its assets, deferred outflows of resources, 
liabilities, deferred inflows of resources, fund equity, revenues, and expenditures or expenses, as 
appropriate.  Governmental resources are allocated to and accounted for in individual funds 
based upon the purposes for which they are to be spent and the means by which the spending 
activities are controlled. See “APPENDIX C – Comprehensive Annual Financial Report of the City 
for the Year Ended June 30, 2019 – Note (1)” for a description of the basis of accounting for the 
City’s funds. 

 
The City Council employs, at the beginning of each fiscal year, an independent certified 

public accountant who, at such time or times as specified by the City Council, at least annually, 
and at such other times as he or she shall determine, examines the combined financial statements 
of the City in accordance with generally accepted auditing standards, including such tests of the 
accounting records and such other auditing procedures as such accountant considers necessary.  
As soon as practicable after the end of the fiscal year, a final audit and report is submitted by such 
accountant to the City Council and a copy of the financial statements as of the close of the fiscal 
year is published.  The City’s Independent Auditor’s Report for fiscal year 2018-19 was prepared 
by White Nelson Diehl Evans LLP, Certified Public Accountants, Irvine, California (the 
“Independent Auditor”). 

 
See “APPENDIX C – Comprehensive Annual Financial Report of the City for the Year 

Ended June 30, 2019 – Note (1)” for a description of the significant accounting policies of the City. 
 

General Fund Financial Summary 
 
The audited information contained in the following tables of revenues, expenditures and 

changes in fund balances, and assets, liabilities and fund equity has been derived from the City’s 
audited financial statements for fiscal years 2015-16 through 2018-19, and the City’s estimated 
financial statements for fiscal year 2019-20. City management’s discussion of financial 
performance for the fiscal year ended June 30, 2019 is presented in the City’s audited financial 
statements for the fiscal year ended June 30, 2019 attached hereto as APPENDIX C. 
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Table No. A-2 
CITY OF TORRANCE 

General Fund - Audited Revenues, Expenditures and Fund Balances 
For Fiscal Years 2015-16 through 2018-19, and Estimated for Fiscal Year 2019-20 

 

 

Audited 
 Fiscal Year 

2015-16 

Audited  
Fiscal Year 

2016-17 

Audited  
Fiscal Year 

2017-18 

Audited 
Fiscal Year 

2018-19 

Estimated 
Fiscal Year 
2019-20(5) 

Revenues:      
Taxes(1) $154,801,171 $160,515,933 $161,334,922 $166,776,346 $161,209,767 
Licenses, fees and permits 2,953,518 3,497,207 3,429,098 3,991,134 2,848,149 
Fines, forfeitures and penalties 1,558,573 1,151,651 1,000,413 1,263,359 973,269 
Use of money and property 3,673,699 1,816,918 1,698,759 4,568,897 3,783,726 
Intergovernmental 645,909 275,581 411,198 430,210 551,302 
Charges for current services 5,391,619 5,749,468 6,735,427 6,304,191 5,874,136 
Other revenues       911,585     1,067,013     1,743,984 3,789,467 1,597,995 
Total Revenues $169,936,074 $174,073,771 $176,353,801 $187,123,604 $176,838,344 
      
Expenditures:      
Current operating:      
General government $18,673,556 $19,163,125 $19,138,020 $21,645,545 $20,851,642 
Non-departmental 8,655,823 6,422,693 5,642,245 7,619,481 5,600,670 
Public safety 104,459,950 108,998,597 107,202,126 113,908,694 119,611,464 
Public works 11,267,749 11,736,012 12,316,267 12,510,278 12,708,846 
Cultural and recreation 15,554,940 16,236,926 16,538,682 16,998,140 16,531,753 
Community development 3,789,936 3,868,792 7,977,781 8,491,190 8,869,375 
Total Expenditures $162,401,954 $166,426,145 $168,815,121 $181,173,328 $184,173,750 
      
Excess (deficiency) of revenues over 
expenditures 

 
$7,534,120 $7,647,626 $7,538,680 $5,950,276 (7,335,406) 

      
Other financing sources (uses):      
Operating transfers in $13,560,742(2) $11,510,435 $12,169,963 $11,394,913 $12,718,256 
Operating transfers out (28,537,705) (25,140,691) (26,902,780) (22,350,036) (24,037,209) 
Proceeds from Sale of Property           --           1,551,812           --                  --         
Total other financing sources (uses) $(14,976,963) $(12,078,444) $ (14,732,817) $(10,955,123) $ (11,318,953) 
      
Excess (deficiency) of revenues and 
other financing sources over 
expenditures 

 
 

$(7,442,843) 
 

$(4,430,818) 
 

$(7,194,137) $(5,004,847) $ (18,654,359) 
      
Fund balance, July 1 66,734,056 59,291,213 54,860,395 36,912,200 30,123,926 
Prior Period Adjustment         --                --        (10,754,058)(3) (1,783,427)(4) -- 
Fund balance, June 30 $59,291,213 $54,860,395 $36,912,200 $30,123,926 $11,469,567(6) 
     
(1) Reduction in tax revenues for fiscal year 2019-20 attributable to COVID-19 pandemic.  Breakdown of impact within this category provided 

in Table A-5. 
(2) On July 1, 2015, the City received $9.8 million one-time monies for allowing the boundary modification between Rolling Hills Estates and the 

City of Torrance allowing the annexation/de-annexation of 41 acres in each jurisdiction.  The monies were used to reduce pension liabilities, 
supplement the City’s Self Insurance Fund, fund capital acquisition and fund various capital projects. In addition, there was a one-time 
transfer of $3.4 million from the Airport Fund in fiscal year 2015-16. 

(3) Adjustment due to the principal portion of loans to the former Redevelopment Agency of the City of Torrance that were written off per the 
settlement agreement with the State Department of Finance. See “– State Budget and its Impact on the City – Dissolution of Redevelopment 
Agencies.” 

(4) During the year ended June 30, 2019 the City adjusted the beginning fund balance of the General Fund, to correct the accrual of the total 
receivables for property taxes.  The property taxes were not received within 60 days after year-end, and thus should not be recognized as 
revenues for the year ended June 30, 2018. 

(5) Estimated; subject to change. 
(6) Fund Balance reduction in fiscal year 2019-20 attributable to COVID-19 pandemic adversely affecting operating revenues.  City adjusted 

budget in fiscal year 2020-21 to address this shortfall. See“– Management Discussion Regarding COVID-19 Impacts.” 
Source:  City of Torrance; Comprehensive Annual Financial Reports. 
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Table No. A-3 
CITY OF TORRANCE 

General Fund Balance Sheet 
As of June 30 of Fiscal Years 2015-16 through 2019-20 

 
 Audited  

Fiscal Year 
2015-16 

Audited  
Fiscal Year 

2016-17 

Audited  
Fiscal Year 

2017-18 

Audited 
Fiscal Year 

2018-19 

Estimated 
Fiscal Year 
2019-20(5) 

Assets:      
Pooled cash and investments(1) $20,005,826 $66,617,587 $56,385,941 $10,781,515 $180,166(6) 
Accounts receivable 8,497,735 8,531,920 9,790,134 10,111,323 6,775,957 
Accrued interest receivable 193,257 158,605 199,123 127,272 26,761 
Due from other funds 3,719,100 2,246,636 1,396,457 3,045,354 9,337,621(6) 
Due from other governments 14,873,359 12,808,921 13,600,571 11,663,819 9,706,920 
Advances to other funds 25,049,101 29,050,350 8,914,289 8,942,615 8,269,449 
Prepaids and other assets      108,414        250,782        333,069 243,826 169,938 
TOTAL ASSETS $72,446,792 $119,664,801 $90,619,584 $44,915,724 $34,466,812 
      
Liabilities and Fund Balance:      
Liabilities:      
Accounts payable $1,613,800 $2,038,782 $2,225,609 $2,112,530 $2,965,756 
Accrued liabilities 7,351,494 6,045,584 6,114,329 5,382,683 4,741,694 
Due to other funds -- -- -- -- 10,000,000(7) 
Interfund advances payable 600,000 600,000 600,000 600,000 600,000 
Notes Payable(1) -- 42,100,000 40,000,000 -- -- 
Deposits and guarantees      39,305      204,243      333,651 208,891 9,455 
TOTAL LIABILITIES $9,604,599 $50,988,609 $49,273,589 $8,304,104 $18,316,905 
Total Deferred Inflows of Sources(2) 3,550,980 13,815,797 4,433,795 6,487,694 4,680,340 
      
Fund Balance:      
Nonspendable:      

Advances(3)  $21,498,121 $15,234,553 $4,480,494 $4,376,718 $2,989,109 
Prepaids 108,414 250,782 333,069 243,826 169,938 

Restricted for:      
Culture and recreation 688,399 464,625 788,209 1,166,429 1,331,756 

Assigned to:      
Culture and recreation 4,687,637 4,762,930 4,112,231 2,816,562 2,390,006 
Public safety 9,575 30,742 66,163 91,405 69,828 
Special project reserves 4,094,390 3,542,283 3,433,506 -- -- 
Capital projects 7,103,423 6,495,092 7,197,440 4,704,375 4,404,775 

Unassigned(4) 21,101,254 24,079,388 16,501,088 16,724,611 114,554 
Total fund balance $59,291,213 $54,860,395 $36,912,200 $30,123,926 $11,469,567 
Total liabilities and fund balance $72,446,792 $119,664,801 $90,619,584 $44,915,724 $34,466,812 

     
(1)  The City’s Tax and Revenue Anticipation Notes (“TRAN”) for fiscal year 2016-17 and fiscal year 2017-18 were paid in July 2017 and July 2018, 

respectively, the month following the June fiscal year end. The TRAN for fiscal years 2015-16, 2018-19, and 2019-20 were paid in June 2016, 
June 2019, and June 2020, respectively.  

(2)  Deferred inflows are equal to the net difference between the projected and actual earnings on pension plan investments. This information is 
provided in response to the implementation of GASB 68, which took effect in fiscal year 2013-14. 

(3) Decrease in advances between fiscal year 2016-17 and fiscal year 2017-18 of approximately $10.8 million was due to a prior period adjustment to 
write off loans to previously made by the City to its former redevelopment agency. See “State Budget and Its Impact on the City – Dissolution of 
Redevelopment Agencies.” 

(4) Decrease in the unassigned fund balance in fiscal year 2017-18 due to a non-cash event recording a $2.1 million reduction in fair market value, 
and sales tax/utilities users tax revenue underperformance described above. Further, unassigned fund balance for fiscal year 2019-20 was 
impacted by the COVID-19 pandemic and the use of reserves to compensate for revenue shortfalls. This includes $8.3 million from the City’s 
economic anomaly reserve. See “– 2019-21 General Fund Budget” and “– Management Discussion Regarding COVID-19 Impacts.” 

(5) Estimated; subject to change. 
(6) Increase between fiscal year 2018-19 and 2019-20 due to unreimbursed project costs as of June 30, 2020 related to Project I-108 of $3.0 million 

(grant funds) for the City’s North Torrance Well Field project that is underway, and $1.5 million due from the City’s Redevelopment Agency Fund 
as of June 30, 2020 that was subsequently closed July 16, 2020. 

(7) Represents amounts due by the General Fund to the City’s Fleet Vehicle Replacement Fund. Such interfund loan was made to balance the General 
Fund as of June 30, 2020.  

Source:  City of Torrance; Comprehensive Annual Financial Reports. 
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Reserves and Non-General Fund Available Resources 
 

General Fund Reserves. The City maintains three categories of General Fund reserves 
as part of the unassigned fund balance of the General Fund: (1) reserves for contingencies; (2) 
reserves for specific purposes (collectively, the “Specific Purpose Reserves”); and (3) reserves 
for funding liabilities (the “Self-Insurance Reserves”). For contingencies, the City maintains an 
economic anomaly reserve and a program contingency reserve. Specific Purpose Reserves 
consist of reserves for economic development, litigation, program innovation, nuisance 
abatement, security improvement, and alternative fuel vehicles.  The funding goal of the economic 
anomaly reserve is 10% of the combined net adopted 2020-21 appropriation level for the General 
Fund, Parks and Recreation Enterprise Fund, Cultural Arts Center Enterprise Fund, Animal 
Control Fund, and the Emergency Medical Services Enterprise Fund. None of the City’s other 
reserves have funding goals.  

 
The following table shows the balance of the economic anomaly reserve, the program 

contingency reserve, the Specific Purpose Reserves and the Self-Insurance Reserves as of June 
30, 2019, the estimated (unaudited) balance of such reserves as of June 30, 2020, and the 
projected balance of such reserves as of June 30, 2021. 

 
CITY OF TORRANCE 

General Fund Reserve Balances 
 

  

Actual Reserve 
Balances 

(6/30/2019) 

Estimated Reserve 
Balances 

(6/30/2020)(1) 

Projected Reserve 
Balances  

(6/30/2021)(1)(2) 
Category 1: Contingency Reserves       

Economic Anomaly $14,534,645  $6,234,954  $9,734,954  
Program Contingencies 489,492 489,492 489,492 

Total $15,024,137  $6,724,446  $10,224,446 

        
Category 2: Specific Purpose 

Reserves       
Economic Development $1,339,743  $629,743  $419,743  
Litigation 125,000 125,000 125,000 
Program Innovation 195,433 195,433 195,433 
Revolving Nuisance Abatement 80,000 80,000 80,000 
Security Improvement 109,206 109,206 109,206 
Alternative Fuel Vehicles 939,756 939,756 939,756 

Total $2,789,138  $2,079,138  $1,869,138  

        
Category 3: Funding of Liabilities 

Reserves       
Compensated Absences $1,000,000  $-- $-- 
Pension Reserve 3,653,824 -- -- 

Total $4,653,824  $-- $-- 

Grand Total $22,467,099  $8,803,584  $12,093,584  
     
(1) Estimated; subject to change. 
(2) The projected balance of the economic anomaly reserve as of June 30, 2021, includes $3.5 million in projected pension cost 

savings in fiscal year 20-21 as a result of the refunding of the CalPERS Contract with proceeds of the Bonds (which savings is 
in excess of the $6 million in additional pension costs savings that is taken into account in the five-year projections of General 
Fund revenues and expenditures. See “– Management Discussion Regarding COVID-19 Impacts – Five Year Projections.” 

Source:  City of Torrance. 
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As shown in the table above, the City used approximately $8.3 million of the economic 
anomaly reserve and $4.7 million of the reserves for compensated absences and pension costs 
in fiscal year 2019-20. The City used such reserves, along with other items, to aid in balancing 
the fiscal year 2019-20 portion of the 2019-21 General Fund Budget (as defined below). The  City 
anticipates that the prepayment of the PERS Contract will generate savings to the City 
commencing in fiscal year 2020-21, which will be used to mitigate projected decreases in General 
Fund revenues, establish and fund a trust under Section 115 of the Internal Revenue Code for 
the purpose of paying costs associated with its pension plans, and rebuild reserves commencing 
in fiscal year 2020-21, as shown in the table above. See “– 2019-20 General Fund Budget” for a 
discussion regarding the additional steps taken by the City to balance the General Fund for fiscal 
year 2019-20 and “– Management Discussion Regarding COVID-19 Impacts – Five Year 
Projections” for projections of General Fund revenues and expenditures for the current fiscal year 
and the next four fiscal years. 

 
Non-General Fund Available Cash Balances. In addition to the General Fund reserves 

described above, the City maintains other funds, including certain enterprise funds, from which 
the City may make interfund loans to the General Fund.  The following table sets forth the 
estimated (unaudited) cash balances held within a portion of such funds as of June 30, 2020. 

 
CITY OF TORRANCE 

Non-General Fund Available Cash Balances 
As of June 30, 2020 

 

 
Fund 

Estimated 
Balances 

 (6/30/2020)(1) 

Fleet Vehicle Replacement Fund(2) $1,894,004 

Self-Insurance Fund 4,796,142 

Sewer Fund 5,447,067 

Sanitation Fund 2,342,346 

Water Fund 25,946,263 

Transit Fund 13,687,471 

Airport Fund 4,565,100 

Total $58,678,393 
     
(1) Estimated; subject to change. 
(2) As of June 30, 2020, the General Fund had an outstanding interfund loan from the Fleet 

Vehicle Replacement Fund in the amount of $10 million. See Table A-3. 
Source:  City of Torrance. 

 
Budgetary Process  

 
The City has adopted a biennial budget process. The City’s fiscal year is July 1 through 

June 30. As such, the City Council adopts a budget biennially which begins in the first fiscal year 
and covers a two-year period beginning on July 1 and running through June 30 for two years. The 
City develops and maintains a program budget by major goals and programs for all City functions 
in order to provide for effective management and budgetary control of City assets.  From the 
effective date of the General Fund budget, the amounts stated therein as proposed expenditures 
become appropriations to the various City departments.   
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The City Council may amend the budget by motion during the fiscal year.  The City 
Manager may make such changes within the budget totals and allocations of any department 
during the fiscal year as he deems reasonably necessary in order to meet the City’s needs and 
goals, provided, however, that the City Manager may not increase the number of employee 
positions allocated in the budget for any department without an amendment to the budget 
approved by the City Council and expenditures may not legally exceed budgeted appropriations 
at the program level.   

 
2019-21 General Fund Budget 
 
 General. The City Council adopted the City’s biannual General Fund operating budget for 
fiscal year 2019-21 on May 21, 2019 (the “2019-21 General Fund Budget”). The 2019-21 
General Fund Budget was a balanced budget when initially adopted.  
 
 The 2019-21 General Fund Budget emphasized core services, a safe and secure 
community, programs for youth and seniors, and roadway improvements. The 2019-21 General 
Fund Budget described rising pension costs among the challenges facing the City in the coming 
years, accounting for approximately 23% of the 2019-21 General Fund Budget. 
 
 COVID-19 Impact on Fiscal Year 2019-20 Budget.  On April 21, 2020, City staff 
presented a preliminary estimate of a General Fund revenue shortfall totaling approximately $20.1 
million to the City Council. Of such amount, approximately $17.6 million was estimated by the City 
to be a direct result of the COVID-19 pandemic. The remaining $2.5 million of the then projected 
shortfall was estimated to pre-date the onset of the COVID-19 pandemic. The total anticipated 
General Fund shortfall of $17.6 million due to the COVID-19 pandemic was projected to be 
attributable to a projected decrease in sales tax revenues (approximately $6.1 million), property 
tax revenues (approximately $900,000), utility user’s tax revenues (approximately $4.0 million), 
occupancy tax revenues (approximately $2.9 million), and business license revenues 
(approximately $1.2 million). The remaining projected General Fund revenue shortfall 
(approximately $2.5 million) was projected to relate to various other General Fund revenue 
sources.  
  

In September 2020, the City revised the projected General Fund revenue shortfall for fiscal 
year 2019-20 to a lower amount than projected in April 2020, at approximately $18.7 million (of 
which approximately $2.5 million predates the COVID-19 pandemic). When taking into account 
funds previously budgeted and set aside for replacement of equipment (approximately $2.4 
million) and interest payable on the City’s TRAN for fiscal year 2019-20 (approximately $900,000), 
as of September 2020, the City projected a General Fund budget shortfall for fiscal year 2019-20 
of $15.5 million. To balance the budget shortfall of $15.5 million (net of funds previously budgeted 
and set aside), the City utilized (i) approximately $8.3 million of its economic anomaly reserve 
balance, (ii) approximately $4.7 million of its reserves for compensated absences and pension 
costs, (ii) approximately $600,000 in relief funds made available through the State’s share of the 
Corona Virus Relief Fund, which was established through the Coronavirus Aid, Relief, and 
Economic Security Act (“CARES Act”), and (iv) its unassigned fund balance of the General Fund 
for the remainder.  The State awarded the City an additional $1.2 million in funding through the 
Coronavirus Relief Fund which has been set aside for fiscal year 2020-21.  See “– Management 
Discussion Regarding COVID-19 Impacts – Fiscal Year 2020-21 Projections.”  
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 COVID-19 Impact on Fiscal Year 2020-21 General Fund Budget.  
 

June 2020 Amendments to 2020-21 General Fund Budget. On June 16, 2020, the City 
Council amended the fiscal year 2020-21 portion of the 2019-21 General Fund Budget (the 2020-
21 portion of the 2019-21 General Fund Budget is sometimes referred to in this Official Statement 
as the “Amended Adopted Budget Fiscal Year 2020-21”) to address a then projected General 
Fund shortfall of approximately $21.8 million for such fiscal year when compared  to originally 
budgeted levels. In particular, the City Council approved reductions to revenues in the 2020-21 
General Fund budget as a result of projected decreases (when compared to previously budgeted 
levels) in sales taxes (of approximately $7.5 million), property taxes (approximately $1 million), 
utility users’ tax (approximately $5.6 million), transient occupancy taxes (approximately $3.2 
million), business license taxes (approximately $2.3 million), and other revenues (approximatley 
$1.4 million). Such projected decreases assumed that the COVID-19 pandemic would run its 
course by the end of September 2020. A resurgence of infections was not included in these 
projections. 
 

The amendments to the fiscal year 2020-21 portion of the 2019-21 General Fund Budget 
include budget reductions to achieve immediate budget savings and continue to implement 
efficiencies throughout such fiscal year. In particular, the reductions in revenue described above 
were offset through significant budget cuts in (i) departmental expenses (excluding safety 
personnel) totaling approximately $6.2 million, (ii) freezing vacancies in safety departments, and 
(iii) the deployment of other mitigation measures (totaling approximately $7.6 million). Such other 
mitigation measures  included the issuance of lease revenue bonds (i.e. the Bonds) to assist the 
City in lowering annual and overall pension costs (projected to result in savings totaling 
approximately $6 million to the General Fund in fiscal year 2020-21). See “– Management 
Discussion Regarding COVID-19 Impacts – Five Year Projections” for a discussion regarding the 
City’s projections of savings in pension costs as a result of the refunding of the CalPERS Contract 
with proceeds of the Bonds. 

 
Additionally, the City approved certain actions to increase General Fund budgeted 

revenues for fiscal year 2020-21. Such actions included (i) the imposition by the General Fund of 
a franchise fee of 2% of the gross revenues of the City’s water, sewer and sanitation funds to 
compensate the City for the use of public rights-of-way in connection with the operations of such 
funds (totaling approximately $1.2 million), (ii) an increase in wastehauler fees (totaling 
approximately $600,000), and (iii) an increase in fees payable by non-residents for use of the 
City’s recreational facilities (totaling approximately $200,000). 
 

As part of the City’s efforts to offset the anticipated reductions in the City’s revenues for 
fiscal year 2020-21, the City requested that the Torrance Police Officers’ Association (the 
“TPOA”), the Torrance Police Commanders’ Assocation (“TPCA”), and the Torrance Fire Fighters 
Association (the “TFFA”) agree to re-open their respective collective bargaining agreements with 
the City to defer increases in wages that were set to take effect on July 1, 2020 by six to twelve 
months. The City estimated that such deferals would achieve additional General Fund savings of 
approximately $1.5 million to $3 million in fiscal year 2020-21. As of the date of this Official 
Statement, the TPOA, TPCA and TFFA have declined to reopen their agreements with the City.  

 
September 2020 Mitigation Measures. On September 1, 2020, subsequent to the initial 

budget adjustments to the fiscal year 2020-21 portion of the 2019-21 General Fund Budget in 
June 2020, City staff presented revised projections to the City Council. City staff revised General 
Fund revenue projections downward by an additional $4.8 million relative to June 2020 estimates, 
due to extended business closures in compliance of shelter-in-place orders in effect in the City. 
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The following table shows the City’s projections of General Fund revenues on a budgetary basis 
(excluding any revenues of the Cable Operating and Capital subfunds) as of September 1, 2020.  

 
CITY OF TORRANCE 

General Fund Projection – Before Mitigation Measures(1) 
Fiscal Year 2020-21  

 

Source: 

Fiscal Year  
2020-21 

(as of June 16, 
2020) 

Fiscal Year  
2020-21 

(as of September 1, 
2020) 

 
 

Difference 
Property tax (2) $41,193,000 $41,193,000 -- 
Sales tax  48,443,100 46,743,100 $(1,700,000) 
Utility users’ tax 30,331,400 30,331,400 -- 
Occupancy tax 10,016,100 8,616,000 (1,400,000) 
Business license tax 9,070,000 9,070,000 -- 
Transfers-In 13,402,600 13,402,600 -- 
Other (3) 40,455,845 38,755,845 (1,700,000) 

Total $192,912,045 $188,112,045 ($4,800,000) 
    
(1) Excludes Cable Operating and Capital subfunds, which are included in the City’s General Fund for financial reporting 

purposes in the City’s Comprehensive Annual Financial Reports, but not for General Fund budgetary purposes. 
(2) Excludes motor vehicle in-lieu fees. See “– Property Taxes.”  
(3) Includes motor vehicle in-lieu fees. See “– Property Taxes.” 

Source:  City of Torrance. 

 
On September 1, 2020, the City Council approved certain additional mitigation measures 

to account for the further decrease in projected General Fund revenues of $4.8 million as of such 
date. In particular, the City Council approved freezing additional City vacancies to achieve 
estimated savings of $2.55 million in fiscal year 2020-21. Each request to fill a vacant position will 
require the assessment of the critical needs of City operations and the approval of the City 
Manager. During the year, as additional vacancies become realized, the positions held will 
fluctuate, but the City will ensure the overall balancing needs are met. In addition, the City Council 
recognized additional one time savings of approximately $1.1 million as a result of the closing of 
certain City facilities including parks and libraries. Such estimates assume that such facilities 
remain closed through the end of calendar year 2020, with a gradual return to operations around 
the second quarter of calendar year 2021. The City Council also recognized funds received or 
anticipated to be received from the State’s allocation of the CARES Act ($1.2 million in fiscal year 
2020-21).  

 
City staff continue to monitor revenue trends closely and will return to the City Council in 

December 2020 to provide additional updates along with the results of the first quarter of fiscal 
year 2020-21. If additional, more permanent adjustments are needed, such adjustments are 
anticipated to be addressed at that time.  

 
See “– Management Discussion Regarding COVID- 19 Impacts – Fiscal Year 2020-21 

Projections” for a discussion of the City’s projections of General Fund revenues for fiscal year 
2020-21. 
 
Management Discussion Regarding COVID-19 Impacts 
 
 General. The City cannot predict the ultimate impacts on General Fund revenues as a 
result of the COVID-19 pandemic and potential related economic consequences; however, such 
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impacts have been to date, and may in the future, be material and adverse. See “BOND 
OWNERS’ RISK – Public Health Emergencies.” Subject to the foregoing, the City makes the 
following observations.  

 
Fiscal Year 2020-21 Projections. As described above, on September 1, 2020, 

subsequent to the initial budget adjustments to the fiscal year 2020-21 portion of the 2019-21 
General Fund Budget, City staff presented to the City Council updated projections of General 
Fund revenues and expenditures for fiscal year 2020-21 on a budgetary basis. On such date, the 
City Council approved certain additional budget mitigations to account for the further decrease in 
projected General Fund revenues of $4.8 million (on a budgetary basis) as of such date. 

 
 Property Taxes. Property tax revenues are the largest and most stable sources of revenue 
to the City’s General Fund. If unemployment and reduced economic activity generally is a 
sustained consequence of the COVID-19 pandemic through multiple fiscal years, a combination 
of property tax payment delinquencies and property tax assessment appeals could depress 
property tax revenue growth over time. City staff will closely monitor property tax revenue receipt 
and property tax delinquency rates and property tax valuation assessment appeal information for 
fiscal year 2020-21 and fiscal year 2021-22 as these become available. See “– Tax Receipts” and 
“Property Taxes.” 
 

Sales Taxes. The City is closely monitoring the impact of the COVID-19 pandemic and 
economic consequences on sales tax revenues (which accounted for the second largest source 
of General Fund revenues for fiscal year 2019-20). Estimated General Fund sales tax revenues 
for  fiscal year 2019-20 are approximately $48.3 million, representing a 1.8% decrease from fiscal 
year 2018-19 actuals. As of September 1, 2020, the City projects that sales tax revenues for fiscal 
year 2020-21 will total approximately $48.4 million. See “– Tax Receipts” and “– Sales Taxes.” 
No assurance can be provided that decreases will not be materially greater.   
 
 Based on the latest sales tax data available as of March 2020, general consumer goods 
(including department stores and apparel) reported the largest decline, offset by an increase in 
online shopping, partially due to safer at home orders. The speed of the rebound in sales activity 
is dependent on the availability of adequate testing, treatment therapies and ultimately a vaccine. 
Until then, physical distancing, COVID-19 protocols and supply chain disruptions are anticipated 
to create limitations on some operating capacities and the return to work of all employees. Health 
fears, discounts and liquidation sales may also keep sales tax revenues below pre-pandemic 
levels.  
 
 The Del Amo Fashion Center, located within the City, which typically represents about 
13% of the City’s total annual sales tax, remains partially open, including stores that have direct 
entrances from the outdoors (Nordstrom, Macy's, and the "lifestyle wing") as well as restaurants 
with outdoor dining available. Forecast adjustments reflected later in this report assume that the 
current closures of indoor dining and indoor malls remain in place until December 2020. 
Regardless of when full recovery does occur, reports are that some elements of the economy will 
be permanently altered. The possibility of permanent consumer spending habit changes were not 
factored into the City’s projections as of September 1, 2020. 
 

Utility Users’ Tax.  Estimated Utility Users’ Tax revenues for fiscal year 2019-20 total 
approximately $29.8 million, representing a 3.9% decrease from fiscal year 2018-19 actuals. As 
of September 1, 2020, the City projects that Utility Users’ Tax revenues for fiscal year 2020-21 
will total approximately $30.3 million.  See “– Tax Receipts” and “– Utility Users’ Tax.”  No 
assurance can be provided that such revenues will not be materially lower in future fiscal years.   
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 Occupancy Tax. Estimated occupancy revenues for fiscal year 2019-20 total 
approximately $8.7 million, representing an 25% decrease from fiscal year 2018-19 actuals. As 
of September 1, 2020, the City projects that Occupancy Tax revenues for fiscal year 2020-21 will 
total approximately $10 million. See “– Tax Receipts.”  No assurance can be provided that such 
revenues will not be materially lower in future fiscal years.  
 
 Based on the latest hotel data as of June 2020, the average occupancy rate in the City is 
about 43%. Prior to COVID-19 pandemic, occupancy rates within the City were about 85-87%. 
Most guests within the City currently are believed to be healthcare workers, some airline 
employees, and local guests, with very little corporate business. Meeting groups and tourism are 
also believed to be effectively non-existent as of September 1, 2020. The June 2020 projections 
originally assumed improved occupancy beginning in the summer. The City’s projections of 
occupancy tax revenues take into account the lack of corporate business and tourism stays as of 
September 1, 2020. 
 
 Other. Other revenues shown in the table captioned “General Fund Projection – Before 
Mitigation Measures” above include licenses, fees, and permits, construction tax, and charges for 
services (mostly comprised of inspection and other building related fees). While construction 
continues to occur throughout the City, large projects and new buildings have been at their lowest 
levels since 2015. In addition to the slowdown, some of the City's larger projects have been 
withdrawn. 
 

Federal COVID-19 Funding. The CARES Act provides funding to cover costs related to 
necessary expenses incurred due to the public health emergency created by COVID-19 that were 
not previously accounted for in the City’s budget process and that were incurred between March 
1, 2020 and December 30, 2020.   

 
As of June 30, 2020, total expenses directly related to COVID-19 totaled $2.7 million, 

including labor and supplies. Under applicable CARES Act allocation methodology, the City is 
receiving a one-time amount of approximately $1.8 million of funding made available to the State 
from its share of the Coronavirus Relief Fund, which was established through the CARES Act.  
The City applied $600,000 to fiscal year 2019-20 and $1.2 million will be applied in fiscal year 
2020-21, based on the timing of receipts. In addition, the City has applied for federal assistance 
from the Federal Emergency Management Agency. The City intends to use such funds to offset 
General Fund revenue shortfalls during the COVID-19 pandemic.   

 
No assurance can be provided that any such funds will actually be received or that such 

funds will accomplish their intended purpose of alleviating the impact of the COVID-19 pandemic 
on the City’s finances. 
 
 Five-Year Projections.  On September 1, 2020, City staff presented the City Council with 
revised projections of total revenues and expenditures for the General Fund for fiscal year 2020-
21 through 2024-25 on a budgetary basis (the “Fiscal Year 2021-25 Five-Year Projections”). 
The Fiscal Year 2021-25 Five Year Projections take into account the budget mitigation measures 
that were approved by the City Council on September 1, 2020, and are shown in the following 
table.  
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CITY OF TORRANCE 
Fiscal Year 2021-25 Five Year Projections(1)   

 

 

Fiscal Year  
2020-21 

Fiscal Year 
2021-22 

Fiscal Year 
2022-23 

Fiscal Year 
2023-24 

Fiscal Year 
2024-25 

General Fund Revenues(2)   $190,112,045  $202,801,700  $210,899,300  $217,568,800  $224,514,500  

General Fund Expenditures(3) 202,512,045  208,113,741  213,238,810  218,568,390  223,028,051  

Surplus / (Deficit) ($12,400,000) ($5,312,041) ($2,339,510) ($999,590) $1,486,449 
      
One-Time Grant - CARES Act 1,200,000  -- -- -- -- 
One-Time Subsidy Savings - 
CAC & Rec 1,050,000  -- -- -- -- 
      
Safety - Proposed Reductions 7,600,000  5,312,041  2,339,510  999,590           -    
Misc - Additional Proposed 
Reductions 2,550,000  -- -- -- -- 

Surplus / (Deficit) $                 -- $                --  $                 --  $                -- $    1,486,449  
    

(1) Projected General Fund revenues exclude the City’s Cable Operating and Capital subfunds. Such subfunds are included in the City’s 
General Fund for financial reporting purposes in the City’s Comprehensive Annual Financial Reports, but not for General Fund budgetary 
purposes. 

(2) Projected General Fund revenues for fiscal year 2020-21 are approximately $2 million greater than shown in the table entitled “General 
Fund – Projection Fiscal Year 2020-21” due to revenue mitigations approved in June 2020 totaling approximately $2 million (AB939 
wastehauler fees, Enterprise Franchise Fee, Recreational/Cultural Fees). 

(3) General Fund expenditures are net of projected annual savings in pension costs of approximately $6 million as a result of the refunding of 
a portion of the CalPERS Contract with proceeds of the Bonds. The Fiscal Year 2021-25 Five Year Projections do not include the annual 
savings in pension costs in excess of the $6 million in any fiscal year. Such excess is projected to total approximately $3.5 million and $3.3 
million in fiscal year 2020-21 and 2021-22, respectively, and is projected to be used to fund a trust under Section 115 of the Internal 
Revenue Code for the purpose of paying pension costs and to rebuild other reserves.  

Source:  City of Torrance. 

 
 While the City has experienced an acute reduction in General Fund revenues since March 
2020, in preparing the Fiscal Year 2021-25 Five Year Projections, the City assumed that the 
immediate effects on the General Fund will be relatively short lived. The City currently expects to 
maintain the expenditure reductions implemented in fiscal year 2020-21 in subsequent years (but 
in declining amounts as revenues recover) in order to balance its General Fund budgets until the 
City’s General Fund generates a surplus.  
 
 As previously described, the City projects it will save approximately $9.5 million in fiscal 
year 2020-21, $9.3 million in fiscal year 2021-22, and an additional $156 million after fiscal year 
2021-22 as a result of the refunding of the CalPERS Contract with proceeds of the Bonds. The 
2021-25 Five Year Projections take into account approximately $6 million of the projected annual 
savings to directly benefit the annual General Fund budget projection during this period. For fiscal 
year 2020-21, the City anticipates using the remaining annual savings of $3.5 million to begin 
rebuilding its economic anomaly reserve. See “– Reserves and Non-General Fund Available 
Resources – General Fund Reserves.” Commencing in fiscal year 2021-22, the City anticipates 
maintaining $6 million of the projected annual savings to directly benefit the General Fund, using 
20% of the annual savings to fund a trust under Section 115 of the Internal Revenue Code for the 
purpose of paying pension costs, and using the remaining annual savings to rebuild its reserves.  
 
State Budget and Its Impact on the City  
 

Fiscal Year 2020-21 State Budget.  The Governor signed the fiscal year 2020-21 State 
Budget (the “2020-21 State Budget”) on June 29, 2020. The 2020-21 State Budget notes that 
the COVID-19 pandemic has impacted every sector of the State's economy and has caused 
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record high unemployment, and further action from the federal government is needed as a result 
of the crisis. The Governor is pursuing $1 trillion in flexible federal aid to state and local 
governments across the country, which support will be critical to mitigate the effects of the public 
health crisis, encourage recovery, and support persons in need. Information about the 2020-2021 
State budget and other State budgets is available at www.ebudget.ca.gov.  An impartial analysis 
of the budget is posted by the Legislative Analyst Office at www.lao.ca.gov. 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, www.treasurer.ca.gov.  The information 
referred to in this paragraph is prepared by the respective State agency maintaining each website 
and not by the City or the Underwriters, and the City and the Underwriters 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 in this Official Statement by 
these references. 

 
Future State Budgets.  The City cannot predict what actions will be taken in future years 

by the State Legislature and the Governor to address a State budget deficit. Future State budgets 
will be affected by national and state economic conditions and other factors over which the City 
has no control. To the extent that the State budget process results in reduced revenues to the 
City, the City will be required to make adjustments to its budget.  

 
Dissolution of Redevelopment Agencies. State legislation enacted as part of the 2011 

Budget Act, and upheld by the California Supreme Court (as amended, the “Dissolution Act”), 
resulted in the formal dissolution of redevelopment agencies, including the Torrance 
Redevelopment Agency (the “Redevelopment Agency”), effective as of February 1, 2012.  The 
City expects that the loss of redevelopment as a tool to revitalize areas of the City that are in need 
of economic assistance severely limits the City’s ability to stimulate growth in those 
underperforming areas. This loss will be primarily noticed in the “Old Downtown” and eastside 
industrial portions of the City. 

 
During the years when the Redevelopment Agency was active, the City entered into loan 

agreements with the Redevelopment Agency of which nearly $20.0 million was still outstanding 
at the time of the passing of the Dissolution Act. Through the implementation of the Dissolution 
Act, many of the outstanding loans were deemed unenforceable obligations of the 
Redevelopment Agency under the new law. The City continued to negotiate with the State 
maintaining its position that the loans were made to the Redevelopment Agency under the laws 
that were in place at the time of the agreements and, therefore, are enforceable obligations of the 
Redevelopment Agency. Through many discussions, a settlement was reached in November 
2017 between the State and the City pursuant to which the City will receive approximately $5.2 
million in principal, plus accrued interest, to be repaid over 14 to 15 years. Payments began in 
fiscal year 2018-19. The City created a reserve in the mid-1990s in the event the loans would not 
be repaid by the Redevelopment Agency. Use of the current reserve balance of $2.9 million is 
being deferred at this time.  

 
Comparison of Budget to Actual Performance 

 

For purposes of comparison, the following table summarizes the City’s adopted budgets, 
and revenues and expenditures, for fiscal years 2017-18 through 2019-20 (Estimated). It also 
summarizes the City’s adopted budget for fiscal year 2020-21, as amended to date.  
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Table No. A-4 
CITY OF TORRANCE 

General Fund - Comparison of Budgeted and Actual Revenues, Expenditures and Fund Balances 
For Fiscal Years 2017-18 and 2018-19 (Budgeted and Actual), Fiscal Year 2019-20 (Budgeted and Estimated),  

and Fiscal Year 2020-21 (Budgeted Only) 

 

Final 
Budget 

Fiscal Year 
2017-18 

Audited 
Fiscal Year 

2017-18 

Final 
Budget 

Fiscal Year 
2018-19 

Audited 
Fiscal Year 

2018-19 

Adopted 
Budget 

Fiscal Year 
2019-20 

Estimated 
Fiscal Year 
2019-20(4) 

Amended 
Adopted Budget 

Fiscal Year 
2020-21 

Fund Balance, July 1 (1) $54,860,395 $54,860,395 $36,912,200 $36,912,200 $30,123,926 $30,123,926 $11,469,567 
Revenues:        
Taxes(2) $171,989,421 $161,334,922 $177,785,104 $166,776,346 $177,103,967 $161,209,767 $165,515,403 
Licenses, fees and permits 3,444,215 3,429,098 3,466,920 3,991,134 3,603,107 2,848,149 4,200,633 
Fines, forfeitures and penalties 1,330,000 1,000,413 1,850,000 1,263,359 1,850,000 973,269 818,732 
Use of money and property 3,719,514 1,698,759 3,314,456 4,568,897 3,395,664 3,783,726 3,266,961 
Intergovernmental 340,000 411,198 350,743 430,210 330,000 551,302 1,605,058 
Charges for current services 6,620,097 6,735,427 7,328,269 6,304,191 7,373,784 5,874,136 7,854,313 
Other revenues 1,238,836 1,743,984 1,389,755 3,789,467 942,269 1,597,995 429,344 
Transfers in  11,648,803 12,169,963 12,842,271 11,394,913 13,136,315 12,718,256 13,402,601 
Total Revenues $200,330,886 $188,523,764 $208,327,518 $198,518,516 $207,735,106 $189,556,600 $197,093,045 
Expenditures:        
Current operating:        
General government $21,677,146 $19,138,020 $24,892,005 $21,645,545 $21,418,724 $20,851,642 $20,248,994 
Non-departmental  9,128,015 5,642,245 8,722,216 7,619,481 5,963,710 5,600,670 4,958,492 
Public safety 110,099,123 107,202,126 114,492,030 113,908,694 118,254,139 119,611,464 114,410,939 
Public works 12,535,913 12,316,267 12,824,293 12,510,278 12,874,504 12,708,846 11,782,361 
Cultural and recreation 16,625,686 16,538,682 17,013,837 16,998,140 17,200,953 16,531,753 15,226,098 
Community development 8,706,764 7,977,781 9,264,717 8,491,190 9,082,915 8,869,375 8,134,463 
Transfers out 27,694,202 26,902,780 24,886,021 22,350,036 24,081,684 24,037,209 23,182,904 
Total Expenditures $206,466,849 $195,717,901 $212,095,119 $203,523,364 $208,876,629(4) $208,210,959 $197,944,251 
Prior Period Adjustment (3) (10,754,058) (10,754,058) -- (1,783,427) --   
Fund Balance, June 30 $37,970,374 $36,912,200 $31,361,172 $30,123,926 $28,982,403 $11,469,567 $10,618,361 

    
(1) The City’s adopted budgets do not include fund balances because, at the time the City Council adopts the budgets, the City does not know the June 30 Fund Balance for the most recently completed 

fiscal year, either on an audited or an estimated basis.  For purposes of this table, therefore, the July 1 Fund Balance for (a) the fiscal year 2017-18 budget column is the June 30, 2017 Fund Balance 
based on the City’s audited financial statements and (b) the fiscal year 2018-19 budget column is the June 30, 2018 Fund Balance based on the City’s audited financial statements.  In each case, 
the June 30 Fund Balance reflects the impact of budgeted revenues and expenditures on the July 1 Fund Balance. 

(2) Budget to actual variance of $10.7 million in fiscal year 2017-18 is primarily due to revenue underperformance in sales taxes and utility users’ taxes (“UUT”). Sales tax growth did not perform at 
originally projected levels due to a leveling out of sales for existing stores and a decline in auto sales, offset by sales growth in restaurants and department stores. UUT revenues have been challenged 
with respect to cable and telecommunications/cellular revenues, as consumers shift from cable to streaming and voice minutes to data (internet based, non-taxable services). City Council adopted 
on May 21, 2019 a 2 year budget (2019-20 and 2020-21) which includes revenue adjustments. 

(3) Adjustment due to the principal portion of loans to the former Redevelopment Agency of the City of Torrance that were written off per the settlement agreement with the State Department of Finance. 
See “– State Budget and its Impact on the City – Dissolution of Redevelopment Agencies.” 

(4) Fiscal Year 2019-20 figures are understated by $2.4 million due to one-time purchase of Fire Truck purchased under Project Accounting method in accounting system. Project Accounting budgets 
do not increase General Ledger budget but set a budget on the project level. 

(5) Estimated; subject to change. 
Source:  City of Torrance. 



 

A-16 

Tax Receipts 
 
Taxes received by the City include property taxes, sales and use taxes, utility user’s taxes, 

business license taxes, occupancy taxes, franchise taxes and other miscellaneous taxes.  
Historically, property taxes, sales and use taxes, and utility users’ taxes were the top three 
sources of revenues for the City’s General Fund. The following table sets forth actual tax revenues 
received by the City for fiscal years 2015-16 through 2018-19, estimated tax revenues for fiscal 
year 2019-20, and budgeted tax revenues for fiscal year 2020-21. In fiscal year 2019-20, sales 
and use taxes constituted approximately 27.3% of total General Fund tax revenues, property 
taxes constituted approximately 30.6% of total General Fund tax revenues, and utility users’ taxes 
constituted approximately 16.9% of total General Fund tax revenues. The City cannot predict the 
ultimate impacts on such revenues as a result of the COVID-19 pandemic and potential related 
economic consequences; however, such impacts may be material and adverse. 

 
Table No. A-5 

CITY OF TORRANCE 
General Fund Tax Revenues by Source 

 (Dollars in thousands) 
 

Source: 

 
Actual 

Fiscal Year 
2015-16 

 
Actual 

Fiscal Year 
2016-17 

 
Actual 

Fiscal Year 
2017-18 

 
 

Actual 
Fiscal Year 

2018-19 

Estimated 
Fiscal Year 
2019-20 (5) 

Amended 
Adopted 
Budget 

Fiscal Year 
2020-21 

Property taxes (1) (2) (3) $54,348 $46,967 $49,312 $51,846 $54,106 $55,141 
Sales and use tax (3)  40,923 51,718 48,830 49,217 48,332 48,443 
Utility Users Tax 28,348 30,095 30,270 31,010 29,810 30,331 
Occupancy Tax 11,917 12,015 11,632 11,602 8,704 10,016 
Other taxes (4) 19,264 19,721 21,292 23,102 20,258 21,584 
Licenses, fees, permits 2,954 3,497 3,429 3,991 2,848 4,201 
Fines, forfeitures, penalties 1,559 1,152 1,000 1,263 973 819 
Use of money and property 3,674 1,817 1,699 4,569 3,784 3,267 
Intergovernmental 646 276 411 430 551 1,605 
Current service charges and other revenues      6,303      8,368      8,479 10,094 7,472 8,284 

Total $169,936 $175,626 $176,354 $187,124 $176,839 $183,690 
    
(1)  Property tax revenue includes secured, unsecured and supplemental property tax revenue along with penalties and interest. 
(2)  Includes property taxes in lieu of sales taxes as a result of Proposition 57 and motor vehicle in-lieu fee revenue. See “- Property 

Taxes” below.   
(3) Decrease in property taxes and increase in sales and use taxes were due primarily to the expiration of the “Triple Flip” in fiscal 

year 2015-16. See “– Property Taxes – ERAF Shift and Triple Flip Legislation.”  
(4) Other taxes include business license tax, business permit tax, construction tax, real property transfer tax, franchise tax, oil 

severance tax and cogeneration tax.  
(5) Estimated; subject to change. 
Source:  City of Torrance. 

 
Property Taxes 

 
Property tax revenues represent the largest source of revenue to the City for fiscal year 

2019-20.   Property taxes have been the primary revenue source affected by voter initiatives and 
legislative actions. With approval of Proposition 13, property tax revenues were first curtailed over 
35 years ago when they were reduced by two-thirds and thereafter limited to 2% annual increases 
or the CPI, whichever was less.  More recently, the California and local economies have been 



 

A-17 

revitalized, property values have risen, and new construction has increased, all of which has been 
reflected in a higher level of property tax collections. 

 
Motor Vehicle In-Lieu Fees.  Motor vehicle in-lieu fees (“MVLF”) are a State tax levied 

annually on the value of motor vehicles registered in the State. Under the State Constitution, 
MVLF revenues are allocated to cities and counties pursuant to State statute. In fiscal year 2004-
05, the MVLF rate was reduced from 2% to 0.65% of the market value of the vehicle. Also 
commencing in fiscal year 2004-05, by State statute, the State became obligated to allocate to 
cities and counties property tax revenues in order to make up the difference in revenues as a 
result of the MVLF rate reduction from 2% to 0.65%. In fiscal year 2006-07 and thereafter, the 
replacement property taxes increase at rates corresponding to the rate of increase, if any, in each 
jurisdiction’s gross assessed property value. Additionally, per the amendments to the State 
Constitution enacted by the passage of Proposition 1A in November 2004, if the MVLF rate is 
reduced below 0.65%, then the State must replace the corresponding revenues to cities and 
counties.  
 

ERAF Shift and Triple Flip Legislation.  Certain property taxes have been shifted from 
local government agencies to schools by the State Legislature for deposit in the Education 
Revenue Augmentation Fund (“ERAF”), a shift that has resulted in diversion of City property taxes 
since Fiscal Year 1992-93. On March 2, 2004, the State’s voters approved a bond initiative known 
as the “California Economic Recovery Act” which includes provisions known as “Triple Flip” 
legislation, calling for a diversion of a portion of local governments’ share of sales taxes to the 
State, and in return, a redirection of certain property taxes from the ERAF to local government.  
The redirection of taxes through the Triple Flip expired in Fiscal Year 2015-16.  
 

Assessed Valuation. All property is assessed using full cash value as defined by Article 
XIIIA of the State Constitution.  State law provides exemptions from ad valorem property taxation 
for certain classes of property such as churches, colleges, non-profit hospitals, and charitable 
institutions.  See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 
APPROPRIATIONS,” in this Official Statement. 

 
Future assessed valuation growth allowed under Article XIIIA (new construction, certain 

changes of ownership, 2% inflation) will be allocated on the basis of “situs” among the jurisdictions 
that serve the tax rate area within which the growth occurs. Local agencies and schools will share 
the growth of “base” revenues from the tax rate area. Each year’s growth allocation becomes part 
of each agency’s allocation in the following year.  

 
See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND 

APPROPRIATIONS.” 
 
For assessment and collection purposes, property is classified as either “secured” or 

“unsecured” and is listed accordingly on separate parts of the assessment roll.  The “secured roll” 
is that part of the assessment roll containing State-assessed property and real property having a 
tax lien which is sufficient, in the opinion of the assessor, to secure payment of the taxes.  
Unsecured property comprises all property not attached to land such as personal property or 
business property.  Boats and airplanes are examples of unsecured property.  Unsecured 
property is assessed on the unsecured roll. 



 

A-18 

Historical Assessed Valuation Information. Set forth below is a listing of the City’s 
assessed valuations, net of homeowners’ and other exemptions, for the current fiscal year and 
the previous nine fiscal years. 

 
Table No. A-6 

CITY OF TORRANCE 
Historical Assessed Valuation 

 (Dollars in thousands) 

 Local Secured (1) Utility Unsecured Total % Change 
2011-12 $21,709,424 $5 $994,043 $22,703,472 (3.2)% 
2012-13 21,944,550 5 956,343 22,900,898 0.9 
2013-14 22,966,213 5 969,386 23,935,604 4.5 
2014-15 23,878,575 5 1,014,648 24,893,228 4.0 
2015-16 24,817,368 2,245 973,190 25,792,803 3.6 
2016-17 25,351,699 2,245 969,034 26,322,978 2.1 
2017-18 27,138,779 2,251 1,024,148 28,165,178 7.0 
2018-19 28,486,420 2,245 1,103,088 29,591,753 5.1 
2019-20 31,279,250 2,371 1,224,828 32,506,448 9.8 
2020-21 32,159,426 3,892 1,199,161 33,362,479 2.6 

____________________ 
(1)  Less real and secured personal property exemptions. 
Source: Los Angeles County Auditor-Controller’s Office for fiscal years 2015-16 through 2017-18; California Municipal Statistics for 
fiscal years 2010-11 through 2014-15, 2019-20 through 2020-21.  

 
 The assessed value data in the foregoing table is the latest available, but is as of dates 
and for periods before the economic impact of the COVID-19 pandemic and measures instituted 
to slow it.  See “BOND OWNERS’ RISK – Public Health Emergencies.” Further declines in the 
economy or other market factors may depress assessed values in the future. The fiscal year 2020-
21 assessed value of land within the City is based on the lien date of January 2020, prior to the 
COVID-19 pandemic’s impacts to the City. The fiscal year 2021-22 assessed value of the land 
within the City will reflect conditions as of January 2021. Thus, at this time it is not possible to 
predict whether property values in the City may be impacted by property declines or 
reassessments as a result of the COVID-19 pandemic. 

 
Proposition 8 Property Value Adjustments.  Proposition 8, enacted in 1978, allows for 

a temporary reduction in assessed value when a property suffers a “decline-in-value.”  As of 
January 1st (lien date) each year, the Assessor must enroll either a property’s Proposition 13 
value (adjusted annually for inflation by no more than 2%) or its current market value, whichever 
is less.  When the current market value replaces the higher Proposition 13 value, the lower value 
is commonly referred to as a “Proposition 8 Value.” “Proposition 8 values” are temporary and, 
once enrolled, must be reviewed annually by the assessor until the Proposition 13 adjusted base 
year value is enrolled.   

 
 No Teeter Plan. The Los Angeles County Board of Supervisors elected to discontinue the 
Alternative Method of Distribution of Tax Levies and Collections and of Tax Sales Proceeds 
(commonly referred to as the “Teeter Plan”) on July 1, 2009. Under the terms of the Teeter Plan, 
the County had remitted to local agencies the amount of uncollected taxes in exchange for 
retaining any subsequent delinquent payments, penalties and interest that would have been due 
to the local agency. As the Teeter Plan has been discontinued, the City’s property tax revenues 
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reflect both reduced property tax revenue from uncollected taxes and increased revenue from the 
subsequent receipt of delinquent taxes, interest and penalty payments. 

 
Property Tax Levies and Collections.  The following table shows property tax levies and 

tax collections for fiscal years 2014-15 through 2019-20. The amounts shown are for City property 
taxes only; Redevelopment Agency tax increment is not included.   

 
Table No. A-7 

CITY OF TORRANCE 
Property Tax Levies and Tax Collections 

 (Dollars in thousands) 

 
 
 

Fiscal  
Year 

 
Total Current 

Tax Levy 

Collections of 
Secured & 

Unsecured Taxes 
for Current 
Fiscal Year 

Percent of 
Levy 

Collected in 
Fiscal Year 

Total 
Collections 
(including 

Delinquencies) 

 
Percentage 

of Levy 

 
 

Outstanding 
Delinquent 

Taxes 

 
Delinquent 
Taxes as 

Percentage of 
Current Levy 

2014-15 $30,778 $30,243 98.3% $30,266 98.3% $512 1.7% 

2015-16 31,843 31,296 98.3 31,328 98.4 515 1.6 

2016-17 32,460 31,993 98.6 32,024 98.6 467 1.4 

2017-18 34,820 34,254 98.4 34,254 98.4 566 1.6 

2018-19 36,554 35,910 98.2 35,910 98.2 644 1.8 

2019-20  38,683 37,625 97.2 37,614 97.2 1,069 2.8 
    

Source:  City of Torrance; Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2019. 
 

 Economic and other factors beyond the City’s control, such as economic recession, 
deflation of land values, or the complete or partial destruction of taxable property caused by, 
among other things, earthquake, flood or other natural disaster could cause a reduction in the 
assessed value of taxable property in the City. Delinquency rates are generally higher during a 
recession, and the County anticipates that the delinquency rates may be higher than current rates 
in future years depending on the length of time it takes for the economy to recover from COVID-
19 impacts. See “– Management Discussion Regarding COVID-19 Impacts” above and “RISK 
FACTORS – Public Health Emergencies.” See also “CONSTITUTIONAL AND STATUTORY 
LIMITATIONS ON TAXES AND APPROPRIATIONS – Limitations on Revenues” and “– Statutory 
Revenue Limitations - Proposition 62.” 
 
 Recently, State legislations have been introduced in order to assist various affected 
people and companies as a result of the COVID-19 pandemic. For example, Senate Bill 939 would 
allow under certain circumstances a commercial tenant that is a small business or is an eating or 
drinking establishment, place of entertainment, or performance venue that meets specified 
financial criteria, including experiencing a specified decline in revenue after a shelter-in-place 
order took effect, to terminate a lease without any liability for future rent, fees, or costs that 
otherwise may have been due under the lease.  Also, Senate Bill 1431 would expand the 
provisions allowing for reassessment of property. Under existing law, property may be reassessed 
for damage or destruction caused by one of three specified occurrences, including a major 
misfortune or calamity in an area or region subsequently proclaimed by the Governor to be in a 
state of disaster if the property was damaged or destroyed by the misfortune or calamity that 
caused the Governor to proclaim the region to be in a state of disaster.  Senate Bill 1431 would 
specify that “damage” includes diminution in the value of property as a result of any law, order, 
rule, or regulation of the state or any city, county, or other political subdivisions providing tenant 
protections in response to the COVID-19 pandemic and would also specify that the term “major 
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misfortune or calamity” includes the COVID-19 pandemic.  It is unknown what net impact, if any, 
these legislative efforts or other future similar bills, if enacted, would have on the assessed values 
of real property within the City. 
 
 On May 6, 2020, Governor Newsom issued Executive Order N-61-20 (the “Executive 
Order”), waiving penalties and interest on taxes on property on the secured or unsecured roll 
through May 6, 2021 under certain conditions, including: (i) the property is a residential property 
occupied by the taxpayer or the property is used for a small business, (ii) the taxes owed were 
not delinquent as of March 4, 2020, (iii) the taxpayer files for relief in a form prescribed by the tax 
collector, and (iv) the taxpayer demonstrates economic hardship to the satisfaction of the tax 
collector.  The Executive Order may have an effect on the collection of penalties and interest on 
delinquent property taxes and may otherwise affect a property owner’s willingness to pay property 
taxes when due.  See “BOND OWNERS’ RISKS – Public Health Emergencies.”  
     
 Largest Property Taxpayers.  The following table lists the top 20 local secured taxpayers 
in the City for fiscal year 2020-21.  
 

Table No. A-8 
CITY OF TORRANCE 

Top 20 Local Secured Taxpayers 
Fiscal Year 2020-21 

 Property Owner 
Primary 

 Land Use 

FY 2020-21  
Secured  

Assessed Values(1) % of 
1 Torrance Refining Company LLC Oil Refinery $1,265,643,158  3.94% 
2 Del Amo Fashion Center Operating (2)  Shopping Center 889,588,574 2.77 
3 American Honda Motor Co. Inc. Office Building 325,886,720 1.01 
4 T I Commerce Center LLC Office Building 212,761,800 0.66 
5 Torrance FRM LLC Office Building 129,009,600 0.40 
6 CLPF Anza LP Apartments 126,200,700 0.39 
7 Allied Signal Inc. Industrial 120,292,209 0.37 
8 RREF II Pacific Center LLC  Office Building 111,062,700 0.35 
9 CLPF Vista North LP Apartments 95,365,300 0.30 
10 CTC Group Inc. Hotel 87,478,611 0.27 
11 XLD Group LLC Hotel 78,940,221 0.25 
12 Sunrider Corp.  Office Building 71,824,849 0.22 
13 CPF Torrance Crossroads LLC Shopping Center 71,815,656 0.22 
14 Anza Pacific 1 LLC Apartments 68,079,881 0.21 
15 21515 Hawthorne Owner LLC  Office Building 67,785,536 0.21 
16 Prologis Macquarie US LLC Industrial 66,071,168 0.21 
17 Fourth Searsvale Prop Inc. Lessor Office Building 64,311,931 0.20 
18 Costco Wholesale Corporation Commercial 63,597,055 0.20 
19 Clearwater at South Bay LLC Assisted Living Facility 62,865,660 0.20 
20 KIR Torrance LP Shopping Center 61,611,257 0.19 

   $4,040,192,586  12.56% 
   
(1)  2020-21 Local Secured Assessed Valuation:  $32,159,426,141. 
(2)_In compliance with the current public health orders, internal shopping center stores are not open to the public. Certain stores with 
exterior access and outdoor dining are currently operational.  
Source:  California Municipal Statistics, Inc.  
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Sales Taxes 
 
General.  Sales tax revenues represent the second largest source of revenue to the City 

for fiscal year 2019-20.  The City’s sales tax revenue represents the City’s 1% share of the sales 
and use tax imposed on taxable transactions occurring within the City’s boundaries.  A sales tax 
is imposed on retail sales or consumption of personal property. The State Legislature establishes 
the tax rate.   

 
As part of the State’s 2003-04 Budget, the State Legislature authorized, and the voters of 

the State approved, a redirection to the State from local jurisdictions (including the City) of sales 
revenues in the amount of 0.25% of the basic 1.0% local sales tax rate, starting July 1, 2004.  The 
State used such revenues to pay the State’s economic recovery bonds.  Under the California 
Economic Recovery Act, which includes legislation commonly referred to as the “Triple Flip”, the 
State redirected certain property taxes in the ERAF to local governments, including the City, to 
compensate for this redirection of sales taxes on a “dollar for dollar” basis.  The redirection of 
taxes through the “Triple Flip” expired at the end of fiscal year 2014-15. See “– Property Taxes – 
ERAF Shift and Triple Flip Legislation” above. 

 
The State collects and administers the tax, and makes distributions on taxes collected 

within the City as follows: 
 

Table No. A-9 
CITY OF TORRANCE 

Sales Tax Rates 
 

State 6.00% 
Bradley-Burns 1.25 
County 2.25 

Total 9.50% 
 
The State’s actual administrative costs with respect to the portion of sales taxes allocable 

to the City are deducted before distribution and are determined on a quarterly basis. Sales tax 
revenue collected by the State is directly deposited monthly to the City’s General Fund.  For a 
summary of historical taxable transactions in the City, see “- History of Taxable Transactions.”  

 
Certain transactions are exempt from the State sales tax, including sales of the following 

products:  
 
•  food products for home consumption;  
•  prescription medicine;  
•  newspapers and periodicals;  
•  edible livestock and their feed;  
•  seed and fertilizer used in raising food for human consumption; and  
•  gas, electricity and water when delivered to consumers through mains, lines  

and pipes.  
 
This is not an exhaustive list of exempt transactions.  A comprehensive list can be found 

in the CDTFA’s March 2018 publication entitled “Sales and Use Taxes: Exemptions and 
Exclusions,” which can be found on the CDTFA’s website at http://www.cdtfa.ca.gov. The 
reference to this Internet website is shown for reference and convenience only; the information 
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contained within the website may not be current and has not been reviewed by the City and is not 
incorporated in this Official Statement by reference. 

 
In June 2018, the United States Supreme Court published its decision in South Dakota v. 

Wayfair (the “Wayfair Decision”), in which the Supreme Court held that sales to a customer in a 
particular state alone are sufficient to create a nexus for purposes of determining whether a seller 
is required to collect sales taxes of the applicable state.  Prior to the Wayfair Decision, courts had 
interpreted the dormant Commerce Clause of the United States Constitution to require that a 
company have physical nexus in a state in order for the seller to be liable for the collection of that 
state’s sales tax.  Physical nexus is defined as having either property or payroll in the state, 
including a resident employee working from home or inventory stored in that state.  The State of 
California has issued guidance in response to the Wayfair Decision.  Under such guidance, 
beginning April 1, 2019, retailers located outside of the State are required to register with the 
California Department of Tax and Fee Administration (the “CDTFA”), collect the California use 
tax, and pay the tax to the CDTFA based on the amount of their sales into California, even if they 
do not have a physical presence in the state. The new collection requirements apply to retailers 
if during the preceding or current calendar year certain sales thresholds are met.  The new 
collection requirements apply to taxable sales of tangible personal property to California 
consumers on and after April 1, 2019, and are not retroactive.  Additionally, the State’s passage 
of Assembly Bill 147, signed by the Governor on April 25, 2019, provides the implementation rules 
for the Wayfair Decision in California. The City is unable to predict the impact that the Wayfair 
Decision will have on its sales tax revenues.  

 
Sales Tax Collection Procedures.  Collection of the sales and use tax is administered 

by the CDTFA. This process was formerly administered by the State Board of Equalization. The 
Taxpayer Transparency and Fairness Act of 2017, which took effect July 1, 2017, restructured 
the State Board of Equalization and separated its functions among three separate entities: the 
State Board of Equalization, the CDTFA and the Office of Tax Appeals. The State Board of 
Equalization will continue to perform the duties assigned to it by the state Constitution, while all 
other duties have been transferred to the CDTFA and the Office of Tax Appeals.  The CDTFA 
handles most of the taxes and fees previously collected by the State Board of Equalization, 
including sales and use tax.   
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History of Taxable Transactions.  A summary of historic taxable sales within the City 
during the past five calendar years in which data is available is shown in the following table. Total 
taxable sales during calendar year 2019 in the City were reported to be $4,288,077,000, a 0.88% 
decrease over the total taxable sales of $4,326,181,000 reported during calendar year 2018. 

 
Table No. A-10 

CITY OF TORRANCE 
Taxable Retail Sales 

Number of Permits and Valuation of Taxable Transactions 
(Dollars in Thousands) 

 Retail Stores  Total All Outlets 
 
 

 
Number 

of Permits 

  
Taxable 

Transactions 

  
Number 

of Permits 

  
Taxable 

Transactions 
2015(1) 6,859 $3,069,223  9,443 $3,934,994 
2016 6,787 3,201,243  9,426 4,103,792 
2017 6,556 3,190,816  9,170 4,079,973 
2018 6,471 3,353,935  9,329 4,326,181 
2019 6,698 3,311,473  9,836 4,288,077 

     
(1)  Permit figures for calendar year 2015 are not comparable to that of prior years due to outlet counts in 

these reports including the number of outlets that were active during the reporting period.  Retailers 
that operate part-time are now tabulated with store retailers. 

Source:  State Department of Tax and Fee Administration. 
 
Utility Users’ Tax 

 
The Utility Users’ Tax, which represents the third largest source of General Fund 

revenues, is imposed on all users of natural gas, electricity, water, wastewater, cable television 
and telephone services within the City’s limits.  The tax rate is 6.5% of all utility charges except 
water (which is 6.0%).  This tax rate has been in effect since July 1991, and the Utility Users’ Tax 
has been in effect since 1969.  Effective July 1988, the City expanded the Utility Users’ Tax to 
include cogeneration facilities based upon the value of electricity generated, and, effective July 
1989, the City expanded the Utility Users’ Tax to include interstate and international long-distance 
calls.  On June 3, 2008, the voters ratified an ordinance to maintain the City’s existing Utility Users’ 
Tax that has been in place since 1972 and confirm that the Utility User’s Tax should cover cell 
phone service and other telecommunications services. 

 
An exemption from the Utility Users’ Tax is available to senior citizens over the age of 62 

and to permanently disabled individuals, provided that the combined adjusted gross income of all 
household members is below $27,225.   

 
As provided by the State Constitution, insurance companies are exempt from the Utility 

Users’ Tax.  In addition, county, state, federal and foreign governments within the City are not 
subject to this tax, as the City has no authority to impose a tax on these entities.  Exemptions 
account for a minor amount of the total Utility Users’ Tax base. Utility companies collect and 
transmit the Utility Users’ Tax monthly to the City’s Finance Department, which then deposits the 
tax revenues into the General Fund. In recent years, Utility Users’ Tax revenues have decreased 
as a result of residents cutting cable service and opting for streaming services. 
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Retirement System 
 
This caption contains certain information relating to California Public Employees’ 

Retirement System (“CalPERS”).  The information is primarily derived from information produced 
by CalPERS, its independent accountants and actuaries.  The City has not independently verified 
the information provided by CalPERS and makes no representations and expresses no opinion 
as to the accuracy of the information provided by CalPERS.   

The comprehensive annual financial reports of CalPERS are available on its Internet 
website at www.calpers.ca.gov.  The CalPERS website also contains CalPERS’ most recent 
actuarial valuation reports and other information concerning benefits and other matters.  Such 
information is not incorporated by reference in this Official Statement.  Neither the City nor the 
Underwriters can guarantee the accuracy of such information.  Actuarial assessments are 
“forward-looking” statements that reflect the judgment of the fiduciaries of the pension plans, and 
are based upon a variety of assumptions, one or more of which may not materialize or may be 
changed in the future.  Actuarial assessments will change with the future experience of the 
pension plans. 

City’s Defined Benefit Pension Plans.  All qualified permanent and probationary 
employees are eligible to participate in the City’s multiple employer defined benefit pension plans 
(collectively, the “Plans”).  The Plans are administered by CalPERS which acts as a common 
investment and administrative agent for its participating member employers within the State.  The 
Plans consist of a plan for safety police employees (the “Safety Plan – Police”), a plan for safety 
fire employees (the “Safety Plan – Fire”), and a plan for all other employees (the “Miscellaneous 
Plan”).   

 
The City also provides a single employer enhanced retirement defined benefit pension 

plan (the “PARS Pension Plan”) to members of the Torrance Professional and Supervisory 
Association (the “TPSA”), the Engineer Bargaining Unit, the Fiscal Bargaining Unit, and certain 
Information Technology Specialist who migrated to the TPSA on October 19, 2004.  The PARS 
Pension Plan is administered by the Public Agency Retirement Services and is closed to new 
entrants. Given the limited number of employees in the PARS Pension Plan and that it is closed 
to new entrants, the fiscal impact of the PARS Pension Plan on the City’s finances currently and 
in the future is projected to be de minimis. See also “APPENDIX B – Comprehensive Annual 
Financial Report of the City for the Year Ended June 30, 2019 – Note (9)” for additional information 
regarding the PARS Pension Plan. 

 
As previously described, the City will use the net proceeds of the Bonds to prepay a portion 

of the City’s unfunded accrued liability with respect to the Plans. The information presented in this 
Official Statement does not reflect such prepayment. Upon the issuance of the Bonds, the City 
will apply proceeds thereof in the amount of approximately $348 million* to refund a portion of the 
CalPERS Contract. The City projects that, immediately after the refunding of the CalPERS 
Contract with such proceeds, the funding level of the City’s plans will be raised to an estimated 
92%, saving the City approximately $9.5 million in fiscal year 2020-21, $9.3 million in fiscal year 
2021-22, and an additional $156 million after fiscal year 2021-22 (across all City funds, including 
the General Fund). The City anticipates using such savings to mitigate projected decreases in 
General Fund revenues, establish and fund a trust under Section 115 of the Internal Revenue 
Code for the purpose of paying costs associated with the Plans, and to rebuild reserves. See “– 
Management Discussion Regarding COVID-19 Impacts – Five Year Projections.” 

 
* Preliminary; subject to change. 
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It is possible that CalPERS will determine at a future date that an additional UAL exists 

with respect to plans if actual plan experience differs from the current actuarial estimates.  The 
City commissioned a study by Bartel Associates, LLC, dated September 17, 2020, regarding the 
likelihood that the prepayment of the CalPERS Contract as described above will result in savings 
to the City. A copy of Bartel Associates, LLC’s study is available from the City upon request. See 
also “BOND OWNERS’ RISKS – Public Health Emergencies.”   

 
 Benefits and Funding Policy.  CalPERS provides service retirement and disability 
benefits, annual cost of living adjustments and death benefits to plan members, who must be 
public employees and beneficiaries.  Benefits are based on years of credited service, equal to 
one year of full-time employment.  The Plans’ provisions and benefits in effect at June 30, 2019, 
are summarized on the following table. 

 
 Miscellaneous Plan 
 
Hire Date 

Prior to January 1, 2013 
(Classic Member) 

On or after January 1, 2013 
(PEPRA MEMBER) 

Benefit formula 2% @ 55 2% @ 62 
Benefit vesting schedule 5 years of service 5 years of service 
Benefit payments Monthly for life Monthly for life 
Retirement age 50-55 52-62 
Monthly benefits, as % eligible compensation 2.0% 2.0% 
Required employee contribution rates 6.985% 6.000% 
Required employer contribution:   
     Normal cost rate 7.980% 7.908% 
     Payment of unfunded liability $6,457,381 $-- 

 
 Safety Plan – Police 
 
Hire Date 

Prior to January 1, 2013 
(Classic Member) 

On or after January 1, 2013 
(PEPRA MEMBER) 

Benefit formula 3% @ 50 2.7% @ 57 
Benefit vesting schedule 5 years of service 5 years of service 
Benefit payments Monthly for life Monthly for life 
Retirement age 50 50-57 
Monthly benefits, as % eligible compensation 3.0% 2.7% 
Required employee contribution rates 9.087% 11.25% or 13.00% 
Required employer contribution:   
     Normal cost rate 23.222% 23.222% 
     Payment of unfunded liability $10,831,193 $-- 
 Safety Plan – Fire 
 
Hire Date 

Prior to January 1, 2013 
(Classic Member) 

On or after January 1, 2013 
(PEPRA MEMBER) 

Benefit formula 3% @ 50 2.7% @ 57 
Benefit vesting schedule 5 years of service 5 years of service 
Benefit payments Monthly for life Monthly for life 
Retirement age 50 50-57 
Monthly benefits, as % eligible compensation 3.0% 2.7% 
Required employee contribution rates 9.016% 10.25% or 11.00% 
Required employer contribution:   
     Normal cost rate 18.624% 18.624% 
     Payment of unfunded liability $6,288,482 $-- 
    
Source:  City of Torrance; Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2019.  
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At June 30, 2019, the following employees were covered by the benefit terms for each 
Plan:  

 
 Miscellaneous 

Plan 
Safety Plan – 

Police 
Safety Plan – 

Fire 
Inactive employees or beneficiaries 

currently receiving benefits 
 

1,106 
 

375 
 

210 
Inactive employees entitled to but not yet 

receiving benefits 
 

1,065 
 

103 
 

36 
Active employees 1,007 211 136 
Total 3,178 689 382 

    
Source:  City of Torrance; Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2019.  

 
Section 20814(c) of the California public Employees’ Retirement Law requires that the 

employer contribution rates for all public employers be determined on an annual basis by the 
actuary and shall be effective on the July 1 following notice of a change in the rate.  The total plan 
contributions are determined through the CalPERS annual actuarial valuation process.  The 
actuarially determined rate is the estimated amount necessary to finance the costs of benefits 
earned by employees during the year, with an additional amount to finance any unfunded accrued 
liability.  The employer is required to contribute the difference between the actuarially determined 
rate and the contribution rate of the employees. City contribution rates may change if plan 
contracts are amended. Payments made by the employer to satisfy contribution requirements that 
are identified by the pension plan terms as plan member contribution requirements are classified 
as plan member contributions. For the measurement period ending June 30, 2018 (the 
measurement date), the average active employee contribution rate is 6.795% for Miscellaneous, 
9.182% for Safety Plan – Police and 9.096% for Safety Plan – Fire, of annual pay, and the 
employer’s contribution rate is 22.386% for Miscellaneous, 72.666% for Safety Plan – Police and 
61.901% for Safety Plan – Fire, of annual payroll. Employer contribution rates may change if plan 
contracts are amended.  It is the responsibility of the employer to make necessary accounting 
adjustments to reflect the impact due to any Employer Paid Member Contributions or situations 
where members are paying a portion of the employer contribution. 

 
Implementation of GASB No. 68.  Commencing with fiscal year ended June 30, 2015, 

the City implemented the provisions of GASB Statement No. 68, Accounting and Financial 
Reporting for Pensions (“GASB Statement No. 68”), which requires certain new pension 
disclosures in the notes to its audited financial statements commencing with the financial 
statements for fiscal year 2014-15.  GASB Statement No. 68 generally requires the City to 
recognize its proportionate share of the unfunded pension obligation by recognizing a net pension 
liability measured as of a date (the measurement date) no earlier than the end of its prior fiscal 
year.   
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Funded Status.  The funding history below shows the recent history of the actuarial 
accrued liability, the market value of assets, the funded ratio and the annual covered payroll. 

 
Table No. A-11 

Funded Status of the 
City’s Defined Benefit Pension Plans  

 

Valuation Date 
Ended June 30 

Accrued 
Liability 

Market Value 
of Assets 

(MVA) 
Unfunded 
Liability 

Funded 
Ratio 

Annual 
Covered 
Payroll 

Miscellaneous Plan 
2015 $552,181,631 $454,856,653 $97,324,978 82.4% $63,010,788 
2016 580,833,318 446,034,257 134,799,061 76.8 65,075,269 
2017 605,801,291 483,460,097 122,341,194 79.8 67,252,591 
2018 645,616,229 510,888,392 134,727,837 79.1 67,021,904 
2019 666,564,519 530,837,279 135,727,240 79.6 66,367,604 

Safety Plan - Police 
2015 $499,299,619 $321,126,468 $178,173,151 64.3% $26,335,331 
2016 519,505,950 313,115,422 206,390,528 60.3 26,727,701 
2017 542,827,626 338,308,699 204,518,927 62.3 27,260,127 
2018 577,378,596 356,974,563 220,404,033 61.8 27,944,457 
2019 597,220,380 371,102,531 226,117,849 62.1 28,393,573 

Safety Plan - Fire 
2015 $323,226,109 $220,185,632 $103,040,477 68.1% $17,469,020 
2016 333,815,336 214,421,076 119,394,260 64.2 17,706,409 
2017 347,995,894 230,754,846 117,241,048 66.3 17,942,230 
2018 372,368,809 241,655,369 130,713,440 64.9 17,545,528 
2019 382,842,471 249,196,097 133,646,374 65.1 18,222,075 

    
Source: CalPERS Annual Valuation Report for the years indicated. 
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Pension Expense and Deferred Outflows/Inflows of Resources.  For the 
measurement period ending June 30, 2018 (the measurement date), the City recognized a 
pension expense of $19,389,739 for the Miscellaneous Plan, $25,510,939 for the Safety Plan – 
Police and $12,494,028 for the Safety Plan – Fire. As of June 30, 2019, the City has deferred 
outflows and deferred inflows of resources related to the Plans as follows:  

 
Miscellaneous Plan 

 

 
 

Deferred 
Outflows of 
Resources 

Deferred Inflows 
of Resources 

Pension Contributions Subsequent to Measurement Date $13,582,986 $               -- 
Differences between Expected and Actual Experience -- (6,964,697) 
Changes of Assumptions 12,214,884 (2,790,756) 
Net Difference between Projected and Actual Earnings on 

Pension Plan Investments 1,334,721 -- 

Total $27,132,591 $(9,755,453) 
 

Safety Plan – Police  
 

 
 

Deferred 
Outflows of 
Resources 

Deferred Inflows 
of Resources 

Pension Contributions Subsequent to Measurement Date $18,933,276 $             -- 
Differences between Expected and Actual Experience -- (4,287,050) 
Changes of Assumptions 12,712,497 (1,819,347) 
Net Difference between Projected and Actual Earnings on 

Pension Plan Investments 554,855 -- 
Total $32,200,628 $(6,106,397) 

 
Safety Plan – Fire  

 

 
 

Deferred 
Outflows of 
Resources 

Deferred Inflows 
of Resources 

Pension Contributions Subsequent to Measurement Date $10,524,771 $               -- 
Differences between Expected and Actual Experience -- (3,059,173) 
Changes of Assumptions 9,353,413 (1,624,366) 
Net Difference between Projected and Actual Earnings on 

Pension Plan Investments 492,888 -- 
Total $20,371,072 $(4,683,539) 
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Deferred outflows of resources related to contributions subsequent to the measurement 
date reported above for Miscellaneous, Safety Plan – Police and Safety Plan – Fire in the amounts 
of $13,582,986, $18,933,276 and $10,524,771, respectively, will be recognized as a reduction of 
the net pension liability in the year ending June 30, 2020. Other amounts reported as deferred 
outflows of resources and deferred inflows of resources related to pensions will be recognized as 
pension expense as follows:  

 
 Deferred Outflows/(Inflows) of Resources 

Measurement  
Period Ended June 30: 

 
Miscellaneous 

 
Safety Plan – Police 

 
Safety Plan – Fire 

2020 $12,111,742 $9,852,695 $5,441,278 
2021 (1,258,686) 2,376,614 3,467,729 
2022 (5,739,374) (4,097,794) (3,032,177) 
2023 (1,319,530) (970,560) (714,068) 
2024 -- -- -- 

Thereafter -- -- -- 
 
Recent CalPERS Actions.  On November 18, 2015, the CalPERS’ Board of Administration 

(the “Board of Administration”) adopted a funding risk mitigation policy intended to incrementally 
lower its discount rate – its assumed rate of investment return – in years of good investment 
returns, help pay down the pension fund's unfunded liability, and provide greater predictability and 
less volatility in contribution rates for employers.  

 
On December 21, 2016, the Board of Administration voted to lower its discount rate from 

7.5% to 7.0% over the subsequent three years according to the following schedule:   
 

Fiscal Year Discount Rate 
2018-19 7.375% 
2019-20 7.250 
2020-21 7.000 

 
For public agencies like the City, the discount rate of 7.000% became effective on July 1, 

2020.  Lowering the discount rate means employers that contract with CalPERS to administer 
their pension plans will see increases in their normal costs and unfunded actuarial liabilities.  
Active members hired after January 1, 2013, under the Public Employees' Pension Reform Act 
will also see their contribution rates rise.  The three-year reduction of the discount rate will result 
in average employer rate increases of about 1 percent to 3 percent of normal cost as a percent 
of payroll for most miscellaneous retirement plans, and a 2 percent to 5 percent increase for most 
safety plans.  Additionally, many CalPERS employers will see a 30 to 40 percent increase in their 
current unfunded accrued liability payments.  These payments are made to amortize unfunded 
liabilities over 20 years to bring the pension fund to a fully funded status over the long-term. 

 
On February 13, 2018, the Board of Administration voted to shorten the period over which 

CalPERS will amortize actuarial gains and losses from 30 years to 20 years for new pension 
liabilities, effective for the June 30, 2019, actuarial valuations.  Amortization payments for all 
unfunded accrued liability bases will be computed to remain a level dollar amount throughout the 
amortization period, and certain five-year ramp-up and ramp-down periods will be eliminated.  As 
a result of the shorter amortization period, the contributions required to be made by employers 
may increase beginning in fiscal year 2020-21. No assurance can be given that the Board of 
Administration will not make further changes to the methods used to determine pension liability 
of CalPERS members, including the City. 
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Projected Annual Contributions.  The following tables show the City’s actuarially-
determined required employer contribution for fiscal year 2020-21 and projected employer 
contributions for fiscal years 2021-22 through 2025-26 for each of the Miscellaneous Plan, Safety 
Plan – Police and Safety Plan – Fire. The following information was provided to the City by 
CalPERS and has not been reviewed for accuracy or audited by the Independent Auditor.  
CalPERS is responsible for the assumptions, estimates and data that are used to create the 
funded ratios. 

 
Miscellaneous Plan 

 

 
Fiscal Year 

2020-21 
Fiscal Year 

2021-22 
Fiscal Year 

2022-23 
Fiscal Year 

2023-24 
Fiscal Year 

2024-25 
Fiscal Year 

2025-26 
Normal Cost % 9.532% 9.5% 9.5% 9.5% 9.5% 9.5% 

UAL Payment $10,820,953 $12,255,000 $13,366,000 $13,812,000 $14,507,000 $12,885,000 

       
Total as a % of 

Payroll* 24.4% 25.9% 26.9% 27.0% 27.4% 25.0% 
Projected Payroll $72,704,661 $74,04,039 $76,758,400 $78,869,256 $81,038,161 $83,266,710 

    
* Illustrative only and based on the projected payroll shown. 
Source:  CalPERS Actuarial Report for Miscellaneous Plan dated July 2019. 
 

Safety Plan – Police 
 

 
Fiscal Year 

2020-21 
Fiscal Year 

2021-22 
Fiscal Year 

2022-23 
Fiscal Year 

2023-24 
Fiscal Year 

2024-25 
Fiscal Year 

2025-26 
Normal Cost % 27.269% 27.3% 27.3% 27.3% 27.3% 27.3% 

UAL Payment $15,398,854 $16,796,000 $18,011,000 $18,775,000 $19,634,000 $20,174,000 

       
Total as a % of 

Payroll* 78.1% 81.2% 83.5% 84.4% 85.4% 85.4% 
Projected Payroll $30,313,855 $31,147,486 $32,004,043 $32,884,154 $33,788,468 $34,717,651 

    
* Illustrative only and based on the projected payroll shown. 
Source:  CalPERS Actuarial Report for Safety Plan – Police dated July 2019. 
 

Safety Plan – Fire 
 

 
Fiscal Year 

2020-21 
Fiscal Year 

2021-22 
Fiscal Year 

2022-23 
Fiscal Year 

2023-24 
Fiscal Year 

2024-25 
Fiscal Year 

2025-26 
Normal Cost % 20.980% 21.0% 21.0% 21.0% 21.0% 21.0% 

UAL Payment $8,895,090 $9,823,000 $10,610,000 $11,126,000 $11,703,000 $12,023,000 

       
Total as a % of 

Payroll* 67.7% 72.2% 73.8% 74.9% 76.1% 76.1% 
Projected Payroll $19,033,205 $19,556,618 $20,094,426 $20,647,023 $21,214,816 $21,798,223 

    
* Illustrative only and based on the projected payroll shown. 
Source:  CalPERS Actuarial Report for Safety Plan – Fire dated July 2019. 
 
 According to CalPERS, due to the change in the discount rate for the next valuation in 
combination with the 5-year phase-in ramp, the increases in the required contributions are 
expected to continue for six years from fiscal year 2019-20 through fiscal year 2024-25. 
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APPENDIX B – Comprehensive Annual Financial Report of the City for the Year Ended 
June 30, 2019 – Note (9)” for additional information regarding the Plans. 

 
Other Post-Employment Benefits 
 

Plan Description.  The City has established the City of Torrance Retiree Healthcare Plan 
(the “Healthcare Plan”), an agent multiple-employer defined benefit postemployment healthcare 
plan. The Healthcare Plan provides post-retirement medical benefits to eligible retirees and their 
dependents through the California Public Employees Medical and Hospital Care Act and 
managed through the California Retiree Benefit Trust.  

 
Eligibility. Employees are generally eligible for postemployment benefits if they retire from 

the City on or after age 50 with at least 5 years of service and are eligible for a CalPERS pension 
benefit. As of June 30, 2018, there were 758 inactive employees or beneficiaries currently 
receiving benefits, 409 inactive employees entitled to but not yet receiving benefits, and 1,267 
active employees.  

 
Changes in Reporting Requirements – GASB 75. In fiscal year 2017-18, the City 

implemented “Governmental Accounting Standards Board (“GASB”) Statements No. 75, 
Accounting and Financial Reporting for Postemployment Benefits other than Pensions, and No. 
85, Omnibus 2017” (“GASB Statement No. 75”). GASB Statement No. 75 established standards 
of accounting and financial reporting for defined benefit other post-employment benefits (the 
“OPEB”) and defined contribution OPEB that are provided to the employees of state and local 
governmental employers through OPEB plans that are administered through trusts or equivalent 
arrangements. GASB Statement No. 75 replaces the requirements of GASB Statement No. 45, 
“Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions.” The standards set forth in GASB Statement No. 75 parallel the pension standard 
issued in 2012—GASB Statement No. 68.  

 
Contributions. The Healthcare Plan and its contribution requirements are established by 

Memoranda of Understanding with the applicable employee bargaining units and may be 
amended by agreement between the City and the bargaining units. The annual contribution is 
based on the actuarially determined contribution (“ADC”).  In the measurement date June 30, 
2019, the City’s cash contributions were $5,781,000.  

 
Net OPEB Liability. As of the June 30, 2018 measurement date, the City’s net OPEB 

liability and the total OPEB liability was approximately $47.9 million and $68.9 million, 
respectively. As of the June 30, 2019 measurement date, the City’s (unaudited) net OPEB liability 
was approximately $49.7 million. 

 
The following presents the net OPEB liability of the City if it were calculated using a 

discount rate that is one percentage point lower or one percentage point higher than the current 
rate, for measurement period ended June 30, 2019: 
 

 
Discount Rate – 1% 

5.75% 
Current Discount Rate 

6.75% 
Discount Rate + 1% 

7.75% 
Net OPEB Liability $56,807,000 $47,853,000 $40,455,000 

_________________________ 
Source:  Comprehensive Annual Financial Report for the City for the Fiscal Year Ended June 30, 2019.   
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Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts 
and assumptions about the probability of occurrence of events far into the future. Examples 
include assumptions about future employment, mortality, and the healthcare cost trend. Amounts 
determined regarding the funded status of the plan and the annual requires contributions of the 
employer are subject to continual revision as actual results are compared with past expectations 
and new estimates are made about the future.  

 
See “APPENDIX B – COMPREHENSIVE ANNUAL FINANCIAL REPORT OF THE CITY 

FOR FISCAL YEAR ENDED JUNE 30, 2019 – Note (10)” for a description of the actuarial 
methods and assumptions used to measure the City’s net OPEB liability as of June 30, 2018. 

 
OPEB Funded Status. The status of the plan as of the June 30, 2018 measurement date 

is as follows:  
 

Total OPEB Liability – Beginning $66,499,000 
Total OPEB Liability – Ending (a) 68,885,000 
  
Plan Fiduciary Net Position – Beginning $17,123,000 
Plan Fiduciary Net Position – Ending (b) 21,032,000 
  
Net OPEB Liability (a) – (b) $47,853,000 
Plan Fiduciary Net Position as a percentage of the total 

OPEB liability 30.5% 
Covered employee payroll $140,096,000 
Net OPEB Liability as a percentage of covered-

employee payroll 34.2% 
_________________________ 
Source:  Comprehensive Annual Financial Report for the City for the Fiscal Year Ended June 30, 2019.   

 
As of the June 30, 2019 measurement date, the Plan Fiduciary Net Position as a 

percentage of the City’s total OPEB liability was 33.1%. 
 
Outstanding General Fund Lease Obligations 
 

As of the date of the issuance of the Bonds, and in addition to the Bonds, the City will have 
outstanding general fund lease obligations described below. The City has never defaulted on the 
payment of principal of or interest on any of its indebtedness.  The City has complied with all 
significant bond covenants relating to reserve and sinking fund requirements, proofs of insurance, 
and budgeted revenues and maintenance costs.  

 
2014 Certificates.  In April 2014, the City issued $40,445,000 Certificates of Participation 

(Refunding and Capital Projects), Series 2014.  As of September 1, 2020, the 2014 Certificates of 
Participation were outstanding in the aggregate principal amount of $35,795,000.  

 
2016 Certificates.  In November 2016, the City issued $22,135,000 Certificates of 

Participation (Refunding of 2009 Certificates of Participation and Capital Projects), Series 2016.  
As of September 1, 2020, the 2016 Certificates of Participation are outstanding in the aggregate 
principal amount of $20,915,000.  
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Direct and Overlapping Debt 
 
Contained within the City are overlapping local agencies providing public services which 

have issued general obligation bonds and other types of indebtedness. Direct and overlapping 
bonded indebtedness is shown in the following table. 

 
Table No. A-12 

CITY OF TORRANCE 
Statement of Direct and Overlapping Debt as of August 1, 2020 

 
2020-21 Assessed Valuation:  $33,362,479,148 

 
OVERLAPPING TAX AND ASSESSMENT DEBT: % Applicable Debt 8/1/20 
The Metropolitan Water District of Southern California 1.051% $       392,023  
El Camino Community College District 26.245 101,942,222  
Los Angeles Community College District 0.003 124,382  
Los Angeles Unified School District 0.004 403,153  
Palos Verdes Unified School District 0.012 6,524  
Torrance Unified School District 99.755 459,022,868  
  TOTAL GROSS OVERLAPPING TAX AND ASSESSMENT DEBT  $561,891,172   
 Less:  Los Angeles County economically defeased general obligation bonds             1,093  
  TOTAL NET OVERLAPPING TAX AND ASSESSMENT DEBT  $561,890,079   

   
  
DIRECT AND OVERLAPPING GENERAL FUND DEBT:    
Los Angeles County General Fund Obligations 1.952 $  45,160,802  
Los Angeles County Superintendent of Schools Certificates of Participation 1.952 89,116  
Los Angeles County Sanitation District No. 5 Authority 25.436 2,348,633  
Los Angeles County Sanitation South Bay Cities Authority 4.649 73,170  
Los Angeles Unified School District Certificates of Participation 0.004 6,517  
Torrance Unified School District General Fund Obligations 99.755 11,511,727  
City of Torrance General Fund Obligations 100.000   56,710,000(1) 
  TOTAL GROSS DIRECT AND OVERLAPPING GENERAL FUND DEBT  $115,899,965   
   Less:   Los Angeles Unified School District supported obligations                385  
  TOTAL NET DIRECT AND OVERLAPPING GENERAL FUND DEBT  $115,899,580   

    
OVERLAPPING TAX INCREMENT DEBT (Successor Agency):  $13,750,000   

    
  GROSS COMBINED TOTAL DEBT  $691,541,137(2) 
  NET COMBINED TOTAL DEBT  $691,539,659   
 
Ratios to 2020-21 Assessed Valuation: 
  Total Overlapping Tax and Assessment Debt ........................ 1.68% 
  COMBINED DIRECT DEBT  ($56,710,000) .......................... 0.17% 
  Gross Combined Total Debt ................................................... 2.07% 
  Net Combined Total Debt ....................................................... 2.07% 

 
Ratios to Redevelopment Incremental Valuation  ($1,049,025,354): 
  Total Overlapping Tax Increment Debt .................................. 1.31% 
      
(1) Excludes the Bonds. 
(2) Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and non-bonded capital lease obligations.   
Source: California Municipal Statistics, Inc. 
 
Investment of City Funds  

 
The City may invest moneys not immediately required for operations in a manner 

consistent with the City’s Statement of Investment Policy (the “Investment Policy”).   
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Investment Policy.  The Investment Policy, adopted by the City Council on June 9, 2020, 
applies to all financial assets, investment activities and debt issues of the City (including funds 
which are invested by trustees appointed under debt trust indentures, with direction from the City 
Treasurer).  The Investment Policy is reviewed annually by an independent advisory committee 
(the “Investment Advisory Committee”) and by the City Council to ensure its consistency with 
the overall objectives and relevance to current financial and economic trends, and by the City 
Attorney to ensure compliance with state law. The Investment Advisory Committee, which 
consists of the City Manager, Finance Director, Assistant Finance Director, City Treasurer and 
the Deputy City Treasurer or their appointed designees, meets monthly and reviews investment 
and strategy status.  Amendments to the Investment Policy may only be made with the approval 
of the City Council.  The City Treasurer is required to render a monthly report to the Investment 
Advisory Committee and the City Council showing the type of investment, issuing institution, dates 
of maturity, amount of deposit, current market value for all securities with a maturity of more than 
twelve months, rate of interest and such other data as required by law and as may be requested 
by the City Council.  The City Treasurer is also required to make quarterly presentations to the 
City Council analyzing the portfolio and market trends. 

 
The Investment Policy establishes three objectives for City investments, in the following 

order of priority:   
 
(1) Safety of principal:  Investments shall be undertaken in a manner that seeks to 

ensure the preservation of capital in the overall portfolio. The objective is to mitigate credit risk 
and market risk.   

 
(2) Liquidity: An adequate percentage of the portfolio shall be maintained in liquid, 

short-term securities that can be converted to cash, if necessary, to meet disbursement 
requirements. Since all cash requirements cannot be anticipated, the portfolio should consist 
largely of securities with active secondary markets. 

 
(3) Yield: Yield shall be considered only after the basic requirements of safety and 

liquidity have been met. Whenever possible and in a manner consistent with the objectives of 
safety and liquidity, a yield higher than the market rate of return shall be sought. 

 
Specific Investment Restrictions.  The City is governed by Section 53600 et seq. of the 

California Government Code.  Within the context of these limitations, the Investment Policy 
mandates avoidance in “any investment transaction that might impair public confidence in the City 
government.”  The Investment Policy lists the following investments as being permitted 
investments, and the maximum allowable percentage of total City investments for each 
investment category: 

 
(a) United States Treasury bills, notes and bonds (no maximum) with maximum 

maturity not exceeding 5 years; 
 
(b) Obligations issued by a federal agency or a United States government-sponsored 

enterprise (maximum of 75%) with a maximum maturity not exceeding 5 years; 
(c) Bonds issued by the local agency (maximum of 10%); there is no rating 

requirement applicable to these bonds with a maximum maturity not exceeding 5 
years as approved by the City Council; 

 
(d) Banker’s acceptances (maximum of 20%); the banker’s acceptances must be 

rated “A-1” or higher or the equivalent by a credit rating organization that provides 
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an assessment of the creditworthiness of a firm or financial instruments and is 
registered with the Securities and Exchange Commission (and “NRSRO”), with a 
maximum maturity not exceeding 180 days (maximum of 5% may be invested in 
any one Banker’s acceptances’ issuer); 

 
(e) Negotiable certificates of deposit (maximum of 30%); the negotiable certificates of 

deposit must be rated “AA” or higher, or the equivalent, by an NRSRO, with a maximum maturity 
not exceeding 5 years; 

 
(f) Time deposits (maximum of 10%); time deposits exceeding $250,000 must be 

collateralized, and its maturity may not exceed one year; 
 
(g) Repurchase agreements (maximum of 10%) with a maximum may not exceeding 

30 days; 
 
(h) Commercial paper (maximum of 15%); the commercial paper must be rated at 

least “A-1” or higher, or the equivalent, by an NRSRO and its maturity may not exceed 270 days; 
 
(i) Medium term notes (maximum of 30%); the notes must be rated “AA” or higher, or 

the equivalent, by an NRSRO; and 
 
(j) Local Agency Investment Fund (maximum permitted by State policy). 
 
The above investment categories are more fully described in the Investment Policy.  The 

Investment Policy does not permit investment in equity securities, bond mutual funds, reverse 
repurchase agreements, derivative contracts (forwards, futures and options), securities with high 
price volatility or limited marketability, common stocks or shares of beneficial interest otherwise 
known as mutual funds.  

 
Monthly Report. As described above, the City Treasurer submits a monthly report to the 

City Council detailing and summarizing all transactions and stating the present status of City 
investments (the “Monthly Report”).  The City Treasurer reports that, as of June 30, 2020, the 
yield of the City’s investment portfolio was 1.671% (based on a 365-day year) and the average 
days to maturity was 440 days. The following table summarizes certain information relating to the 
City’s investment portfolio as June 30, 2020.   

 
Table No. A-13 

CITY OF TORRANCE 
Investment Portfolio Summary 

(as of June 30, 2020) 
Type of Investment Book Value Market Value (1) % of Portfolio 
LAIF $51,725,045 $51,725,045 43.85% 
Money Market Sweep 297,225 297,225 0.25 
Federal Agency issues 26,991,910 27,560,850 23.36 
Negotiable CD 12,452,000 12,966,222 10.99 
U.S. Treasury Securities  5,955,196 6,100,600 5.17 
Medium Term Notes 18,175,365 18,787,190 15.65 
Municipal Bonds 530,000 535,255 0.45 
Total $116,126,741 $117,972,387 100.00% 

    
(1) Market Value as of June 30, 2020. 
Source: City of Torrance. 
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Future investment earnings may decline as a result of the effect of the COVID-19 
pandemic on current investment values and the lower yields. See “BOND OWNERS’ RISKS – 
Public Health Emergencies” herein. 

 
Employee Relations and Collective Bargaining 

 
General. The City has 18 employee groups of which 11 are represented.  The employee 

groups are shown below.  Pursuant to the City’s Employee Relations Ordinance and the Meyers-
Millias-Brown-Act, the City and the employee represented groups negotiate wages, hours and 
conditions of employment.  

 
Table No. A-14 

CITY OF TORRANCE 
City Employee Groups 

Employee Group Employees Contract Expires 
Certain Full-Time Salaried & Hourly Employees 66 Continuous (1) 
Certain Part-Time Hourly Employees 99 Continuous 
Crossing Guards 36 06/30/2020 (2) 
Elected Officials 9 Continuous 
Engineers and Torrance Fiscal Employees Assn 95 06/30/2020 
Executive & Management 68 Continuous 
Fire Safety Management 7 Continuous 
Police & Fire Trainees 9 Continuous 
Police Safety Management 4 Continuous 
Torrance City Employees Assn 87 06/30/2020 (2) 
Torrance Fire Fighters Assn 120 06/30/2022 
Torrance Library Employees Assn 82 06/30/2020 (2) 
Torrance Municipal Employees Organization (AFSCME Local 1117) 420 06/30/2020 (2) 
Torrance Police Officers Assn 184 12/31/2023 
Torrance Police Commanders Assn 13 12/31/2023 
Torrance Professional Parks & Recreation Employees Organization 11 06/30/2020 (2 
Torrance Recurrent Recreational Employees Organization 426 06/30/2020 (2)  
Torrance Professional & Supervisory Association 113 06/30/2020 (2) 

   
(1) Not subject to expiration.(2) The City and the respective bargaining units are currently engaged in discussions regarding 

extensions. The City anticipates entering into a new collective bargaining agreements or extensions of existing agreements on 
substantially the same terms as the most recently expired agreements. 

Source: City of Torrance. 
 

In response to pressures imposed on the City’s General Fund for fiscal year 2020-21, the 
City has attempted to reopen negotiations with the Torrance Police Officers’ Association, the 
Torrance Police Commanders’ Assocation, and the Torrance Fire Fighters Association to defer 
increases in wages that were set to take effect on July 1, 2020 by six to twelve months. As of the 
date of this Official Statement, the TPOA, TPCA and TFFA have declined to reopen their 
agreements with the City. See “– 2019-21 Adopted General Fund Budget – COVID-19 Impact on 
Fiscal Year 2020-21 General Fund Budget – June 2020 Amendment to Fiscal Year 2020-21 
General Fund Budget.” 
 
 
Employment and Industry  
 

The City is included in the Los Angeles–Long Beach–Glendale Metropolitan Division.  The 
following table summarizes the civilian labor force, employment and unemployment in the County 
for the calendar years 2015 through 2019.  These figures are county-wide statistics and may not 
necessarily accurately reflect employment trends in the City.  The table below lists employment 
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by industry group for the Los Angeles-Long Beach-Glendale Metropolitan Division for the past 
five years for which data is available. As a result of the COVID-19 pandemic the City anticipates 
that the unemployment rate in the County and State will increase above these levels and the 
increase may be significant. 

 
Table No. A-15 

LOS ANGELES-LONG BEACH-GLENDALE METROPOLITAN DIVISION 
(LOS ANGELES COUNTY) 

Civilian Labor Force, Employment and Unemployment 
(Annual Averages) 

March 2019 Benchmark 
 

 2015 2016 2017 2018 2019 
Civilian Labor Force 4,989,800 5,041,400 5,096,500 5,136,300 5,121,600 
Employment 4,659,700 4,776,700 4,853,800 4,896,500 4,894,300 
Unemployment 330,100 264,800 242,700 239,800 227,300 
Unemployment Rate 6.6% 5.3% 4.8% 4.7% 4.4% 
Wage and Salary Employment: (1)      
Agriculture 5,000 5,300 5,700 4,800 4,500 
Mining and Logging 2,900 2,400 2,000 1,900 1,900 
Construction  126,100 133,900 138,400 146,000 149,300 
Manufacturing 368,200 360,800 349,900 343,700 339,200 
Wholesale Trade 222,400 222,100 221,500 222,800 220,500 
Retail Trade  422,200 424,600 426,100 425,300 417,300 
Trans., Warehousing, Utilities  177,600 188,900 198,200 202,800 213,800 
Information 207,600 229,400 214,900 217,400 217,300 
Financial and Insurance 135,600 138,100 137,500 137,100 135,500 
Real Estate, Rental & Leasing 80,000 81,700 84,100 85,900 88,400 
Professional and Business Services 591,000 600,100 608,800 620,000 642,800 
Educational and Health Services 745,900 772,700 800,600 823,600 843,600 
Leisure and Hospitality 486,600 510,000 524,600 534,300 544,700 
Other Services 151,000 153,300 155,700 159,700 158,400 
Federal Government 47,400 47,700 48,000 47,300 47,400 
State Government 87,400 89,900 92,500 91,900 92,500 
Local Government 433,700 439,100 445,600 450,400 454,300 
Total All Industries (2) 4,290,700 4,399,900 4,454,000 4,514,900 4,571,400 

      

(1) Industry employment is by place of work; excludes self-employed individuals, unpaid family workers, household domestic 
workers, and workers on strike. 

(2) May not add due to rounding.  
Source: State of California Employment Development Department. 
 

 
The seasonally adjusted unemployment rate in Los Angeles County declined over the 

month to 19.4% in June 2020, from a revised 21.1% in May 2020 and was above the rate of 4.4% 
one year ago. Civilian employment decreased by 242,000 to 3,981,000 in June 2020, while 
unemployment declined by 43,000 to 956,000 over the month. The civilian labor force increased 
by 200,000 over the month to 4,937,000 in June 2020. (All of the above figures are seasonally 
adjusted.) The unadjusted unemployment rate for the County was 19.5% in June 2020.  
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Largest Employers 
 
The following table lists the largest private employers within the City and their estimated 

number of employees:  
 

Table No. A-16 
CITY OF TORRANCE, CALIFORNIA 

Principal Employers 
As of June 30, 2019 

 
Company Number of Employees 
Torrance Memorial Health System 3,600 
Torrance Unified School District 2,724 
City of Torrance 1,739 
Providence Little Co of Mary Medical Center 1,446 
American Hondo Motor Company 1,285 
Robinson Helicopter Company 1,078 
Honeywell International 960 
Lisi Aerospace 900 
Walmart 701 
Arconic 694 

     
Source: City of Torrance Comprehensive Annual Financial Report, Fiscal Year Ended June 30, 2019. 

 
Utilities 

 
The City is the primary source of water service within the City, providing water service to 

approximately 78% of the City, including the greatest portion of its industrial tracts.  The two 
private purveyors that provide water service to the remainder of the City are Dominquez Water 
Corporation and California Water Service Company.  The City operates a wastewater collection 
system, with a capacity of 350 million gallons per day, and sends the wastewater for treatment by 
the Sanitation Districts of Los Angeles County.  Gas and electric service are provided by Southern 
California Gas Company and Southern California Edison, respectively.  
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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 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 insurance. 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 City, the County, 

the State and the United States for the period 2016 through 2020.  
 

Table No. A-17 
CITY OF TORRANCE 

Effective Buying Income 
As of January 1, 2016 through 2020 

 
 
 

Year 

 
 

Area 

Total Effective 
Buying Income 
(000’s Omitted) 

Median Household 
Effective 

Buying Income 
    

2016 City of Torrance $4,727,048 $65,326 
 Los Angeles County 231,719,110 48,950 
 California 981,231,666 53,589 
 United States 7,757,960,399 46,738 
    

2017 City of Torrance  $5,027,427   $68,841  
 Los Angeles County  243,502,324   50,236  
 California  1,036,142,723   55,681  
 United States  8,132,748,136   48,043  
    

2018 City of Torrance $5,362,627 $73,363 
 Los Angeles County  261,119,300   54,720  
 California  1,113,648,181   59,646  
 United States  8,640,770,229   50,735  
    

2019 City of Torrance $5,603,810 $74,972 
 Los Angeles County  271,483,825   56,831  
 California  1,183,264,399   62,637  
 United States  9,017,967,563   52,841  
    

2020 City of Torrance $5,834,333 $77,858 
 Los Angeles County 281,835,290 60,174 
 California 1,243,564,816 65,870 
 United States 9,487,165,436 55,303 

  
Source:  The Nielsen Company (US), Inc for years 2016 through 2018; Claritas, LLC for 2019 and 2020. 

 
 



 

A-40 

Construction Activity 
 
Building activity for the past five years in the City and the County is shown in the following 

tables. 
Table No. A-18 

CITY OF TORRANCE 
Total Building Permit Valuations 

(valuations in thousands) 
Calendar Year 2015 through 2019 

 
 2015 2016 2017 2018 2019 
Permit Valuation      
New Single-family $2,108.8 $7,638.1 $11,122.5 $9,640.2 $16,991.8 
New Multi-family 785.4 2,010.3 0.0 0.0 1,250.0 
Res. Alterations/Additions 24,245.1 29,249.7 34,380.3 41,460.9 30,868.1 
  Total Residential 27,139.3 28,898.1 45,502.8 51,101.1 49,109.9 
      
New Commercial 22,416.2 39,640.9 23,268.8 25,472.5 40,972.7 
New Industrial 0.0 0.0 0.0 2,465.5 0.0 
New Other 2,494.9 2,421.3 3,713.6 2,017.6 25,078.9 
Com. Alterations/Additions 107,716.1 64,096.3 90,174.3 53,401.9 72,876.6 
  Total Nonresidential 132,627.2 106,158.5 117,156.7 83,357.5 138,928.2 
      
New Dwelling Units      
Single Family 7 25 43 39 77 
Multiple Family   5 8 0 0 5 
  Total 12 33 43 39 82 
     

     Source:  Construction Industry Research Board, Building Permit Summary. 
 

COUNTY OF LOS ANGELES 
Building Permit Activity 
Dollars in Thousands 

Calendar Year 2015 through 2019 
 

 2015 2016 2017 2018 2019 
Permit Valuation      
New Single-family $1,897,829.7 $2,162,018.2 $2,352,614.8 $2,277,101.5 $1,967,219.3 
New Multi-family 2,843,749.1 2,774,294.3 3,257,833.4 3,222,530.3 2,961,257.4 
Res.  Alterations/Additions 1,641,457.3 1,639,295.0 1,757,904.0 1,941,369.5 1,625,839.3 

Total Residential 6,383,036.1 6,575,606.5 7,368,352.2 7,441,001.3 6,554,316.0 

      

New Commercial 1,695,869.8 1,728,443.3 2,196,089.2 2,844,173.0 2,675,678.8 
New Industrial 85,937.1 138,408.5 134,534.3 101,201.3 63,727.8 
New Other 1,157,838.0 791,078.5 563,679.3 952,347.7 446,182.7 
Com. Alterations/Additions 2,705,727.4 2,880,916.6 3,143,200.2 2,796,375.3 3,404,012.4 

Total Nonresidential 5,645,372.3 5,538,846.9 6,037,503.0 6,694,097.3 6,589,601.7 
      
New Dwelling Units      
Single Family 4,487 4,780 5,456 6,070 5,738 
Multiple Family 18,405 15,589 17,023 17,152 15,884 
     TOTAL 22,892 20,369 22,479 23,222 21,622 

     
Source:  Construction Industry Research Board, Building Permit Summary. 
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APPENDIX B 
 

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 
 
The following is a brief summary of the provisions of the Site Lease, Lease 

Agreement and the Indenture of Trust relating to the Bonds.  Such summary is not 
intended to be definitive, and reference is made to the complete documents for the 
complete terms thereof. 

 
 

DEFINITIONS 
 

Except as otherwise defined in this summary, the terms previously defined in this 
Official Statement have the respective meanings previously given.  In addition, the 
following terms have the following meanings when used in this summary: 

 
“Additional Rental Payments” means the amounts of additional rental which are 

payable by the City under the Lease Agreement. 
 
“Bond Counsel” means (a) Jones Hall, A Professional Law Corporation, or (b) 

any other attorney or firm of attorneys appointed by or acceptable to the Authority of 
nationally-recognized experience in the issuance of municipal bonds. 

 
“Bond Fund” means the fund by that name established and held by the Trustee 

under the Indenture. 
 
“Bond Year” means each twelve-month period extending from October 2 in one 

calendar year to October 1 of the succeeding calendar year, both dates inclusive; except 
that the first Bond Year commences on the Closing Date and extends to and including 
October 1, 2021. 
 

“Capitalized Interest Subaccount” means the subaccount of that name 
established and held by the Trustee under the Indenture. 

 
“Closing Date” means the date of original issuance of the Bonds. 
 
“Federal Securities” means: (a) any direct general obligations of the United 

States of America (including obligations issued or held in book entry form on the books 
of the Department of the Treasury of the United States of America), for which the full 
faith and credit of the United States of America are pledged; (b) obligations of any 
agency, department or instrumentality of the United States of America, the timely 
payment of principal and interest on which are directly or indirectly secured or 
guaranteed by the full faith and credit of the United States of America. 

 
“Fiscal Year” means any twelve-month period extending from July 1 in one 

calendar year to June 30 of the succeeding calendar year, both dates inclusive, or any 
other twelve-month period selected and designated by the Authority as its official fiscal 
year period. 

 
“Law” has the meaning given that term in the Indenture. 
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“Lease Payment Date” means, with respect to any Interest Payment Date, the 

Business Day immediately preceding such Interest Payment Date. 
 
“Lease Payments” means the amounts payable by the City under the Lease 

Agreement as rental for the Leased Property, including any prepayment thereof and 
including any amounts payable upon a delinquency in the payment thereof, but 
excluding Additional Rental Payments. 

 
“Leased Property” means the real property described in Appendix A to the Lease. 
 
“Net Proceeds” means amounts derived from any policy of property insurance 

with respect to the Leased Property, or the proceeds of any taking of the Leased 
Property or portion thereof in eminent domain proceedings (including sale under threat 
of such proceedings), to the extent remaining after payment therefrom of all expenses 
incurred in the collection and administration thereof. 

 
“Owner”, when used with respect to any Bond, means the person in whose name 

the ownership of such Bond is registered on the Bond registration books of the Trustee. 
 
“Permitted Encumbrances” means, as of any time: (a) liens for general ad 

valorem taxes and assessments, if any, not then delinquent, or which the City may 
permit to remain unpaid under Article V of the Lease; (b) the Site Lease, the Lease and 
the Assignment Agreement; (c) any right or claim of any mechanic, laborer, material 
man, supplier or vendor not filed or perfected in the manner prescribed by law; and (d) 
easements, rights of way, mineral rights, drilling rights and other rights, reservations, 
covenants, conditions or restrictions which exist of record and which the City certifies in 
writing will not materially impair the use of the Leased Property for its intended purposes. 

 
“Permitted Investments” means any of the following: 
 
(a) any direct general obligations of the United States of America 

(including obligations issued or held in book entry form on the books 
of the Department of the Treasury of the United States of America), 
for which the full faith and credit of the United States of America are 
pledged. 

 
(b) obligations of any agency, department or instrumentality of the 

United States of America, the timely payment of principal and 
interest on which are directly or indirectly secured or guaranteed by 
the full faith and credit of the United States of America. 

 
(c) Any direct or indirect obligations of an agency or department of the 

United States of America whose obligations represent the full faith 
and credit of the United States of America, or which are rated A or 
better by S&P. 

 
(d) Interest-bearing deposit accounts (including certificates of deposit) 

in federal or State chartered savings and loan associations or in 
federal or State of California banks (including the Trustee), provided 
that: (i) the unsecured obligations of such commercial bank or 
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savings and loan association are rated A or better by S&P; or (ii) 
such deposits are fully insured by the Federal Deposit Insurance 
Corporation or secured at all times by collateral described in (a) or 
(b) above. 

 
(e) Commercial paper rated at the time of purchase “A-1+” or better by 

S&P. 
 
(f) Federal funds or bankers acceptances with a maximum term of one 

year of any bank (which may include the Trustee and its affiliates) 
which an unsecured, uninsured and unguaranteed obligation rating 
of “A-1+” or better by S&P. 

 
(g) Money market funds registered under the Federal Investment 

Company Act of 1940, whose shares are registered under the 
Federal Securities Act of 1933, and having a rating by S&P of at 
least AAAm-G, AAAm or AAm, which funds may include funds for 
which the Trustee, its affiliates, parent or subsidiaries provide 
investment advisory, custodial, transfer agency or other 
management services, and for which they receive and retain a fee 
for such services provided to the fund.  Money market funds 
permitted under this paragraph shall not include funds with a floating 
net asset value. 

 
(h) Obligations the interest on which is excludable from gross income 

pursuant to Section 103 of the Tax Code and which are either (a) 
rated A or better by S&P, or (b) fully secured as to the payment of 
principal and interest by Permitted Investments described in clauses 
(a) or (b). 

 
(i) Obligations issued by any corporation organized and operating 

within the United States of America having assets in excess of 
$500,000,000, which obligations are rated A or better by S&P. 

 
(j) Bonds or notes issued by any state or municipality which are rated 

A or better by S&P. 
 
(k) Any investment agreement with, or guaranteed by, a financial 

institution the long-term unsecured obligations or the claims paying 
ability of which are rated A or better by S&P at the time of initial 
investment, by the terms of which all amounts invested thereunder 
are required to be withdrawn and paid to the Trustee in the event 
either of such ratings at any time falls below A. 

 
(l) The Local Agency Investment Fund of the State of California, 

created pursuant to Section 16429.1 of the California Government 
Code, to the extent the Trustee is authorized to register such 
investment in its name. 
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“Record Date” means, with respect to any Interest Payment Date, the 15th 
calendar day of the month preceding such Interest Payment Date, whether or not such 
day is a Business Day. 

 
“Revenues” means: (a) all amounts received by the Authority or the Trustee 

under or with respect to the Lease Agreement, including, without limiting the generality 
of the foregoing, all of the Lease Payments (including both timely and delinquent 
payments, any late charges, and whether paid from any source), but excluding (i) any 
amounts payable by the City under the Lease Agreement in respect of additional debt, 
and (ii) any Additional Rental Payments; and (b) all interest, profits or other income 
derived from the investment of amounts in any fund or account established under the 
Indenture. 

 
“Site Lease Payment” means the amount of $[Principal Amount] which is payable 

under the Site Lease in consideration of the lease of the Leased Property by the City to 
the Authority thereunder. 

 
“S&P” means S&P Global Ratings, a business unit of Standard & Poor’s 

Financial Services LLC business, its successors and assigns. 
 
 

SITE LEASE 
 

Under the Site Lease, the City agrees to lease the Leased Property to the 
Authority in consideration of the payment by the Authority of the Site Lease Payment on 
the Closing Date.  The Authority agrees to cause the full amount of the Site Lease 
Payment to be raised from the proceeds of the Bonds, and to cause the Site Lease 
Payment to be deposited in the Costs of Issuance Fund and the Capitalized Interest 
Subaccount of the Interest Account and to be sent to the City for payment of certain 
obligations under the CalPERS Contract.  No further rent payment is due by the 
Authority for the lease of the Leased Property under the Site Lease.  The Site Lease is 
for a term commencing on the Closing Date and extending to the date on which no 
Bonds remain outstanding under the Indenture, but not later than ten years following the 
final stated maturity date of the Bonds.  In the event of any release or substitution of 
property under the Lease Agreement as described below, the description of the property 
leased under the Site Lease will be modified accordingly. 

 
 

LEASE AGREEMENT 
 

Lease of Leased Property; Term 
 
Under the Lease Agreement, the Authority leases the Leased Property back to 

the City.  The Lease Agreement is for a term commencing on the Closing Date and 
extending to the date on which no Bonds remain outstanding under the Indenture, but 
not later than ten years following the final stated maturity date of the Bonds. 
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Lease Payments 
 
The City agrees to pay semiannual Lease Payments, subject to abatement as 

described below, as the rental for the use and occupancy of the Leased Property.  On 
each Lease Payment Date, the City is obligated to deposit with the Trustee the full 
amount of the Lease Payments coming due and payable on the next Interest Payment 
Date, to the extent required to be paid by the City under the Lease Agreement.  Any 
amount held in the Bond Fund, the Interest Account (including the Capitalized Interest 
Subaccount) or the Principal Account on any Lease Payment Date (other than amounts 
specifically required to be credited to the prepayment of Lease Payments), will be 
credited towards the Lease Payment then coming due and payable. 

 
Source of Payments 

 
The Lease Payments are payable from any source of available funds of the City, 

subject to the provisions of the Lease Agreement relating to abatement. 
 

Budget and Appropriation 
 
The City covenants to take all actions required to include the Lease Payments in 

each of its budgets during the Term of the Lease Agreement and to make the necessary 
appropriations for all Lease Payments and Additional Rental Payments.  Such covenant 
constitutes a duty imposed by law and each and every public official of the City is 
required to take all actions required by law in the performance of the official duty of such 
officials to enable the City to carry out and perform the covenants and agreements in the 
Lease Agreement agreed to be carried out and performed by the City. 

 
The obligation of the City to make Lease Payments or Additional Rental 

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

 
Abatement of Lease Payments 

 
The Lease Payments will be abated under the Lease Agreement during any 

period in which there is substantial interference with the City’s use and occupancy of all 
or any portion of the Leased Property, including interference due to: (a) damage or 
destruction of the Leased Property in whole or in part or (b) eminent domain proceedings 
with respect to the Leased Property or any portion thereof. 

 
The amount of such abatement is required to be an amount determined by the 

City, such that the resulting Lease Payments represent fair consideration for the use and 
occupancy of the remaining usable portions of the Leased Property.  In the event of such 
abatement, the City will have no obligation to pay abated Lease Payments and there is 
no remedy available to the Trustee or the Bond Owners arising from such abatement.  
Notwithstanding the foregoing, there will be no abatement of Lease Payments to the 
extent that Net Proceeds are available to pay Lease Payments which would otherwise 
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be abated under the Lease, such proceeds being constituted a special fund for the 
payment of the Lease Payments. 

 
Prepayment 

 
The City has the option to prepay the principal components of the Lease 

Payments in whole, or in part in any integral multiple of $5,000, from any source of 
legally available funds, at a prepayment price equal to the redemption price to be paid 
on the resulting redemption of Bonds under the Indenture. 

 
The City is obligated to prepay the principal components of the Lease Payments 

allocable to the Leased Property in whole or in part on any date, from and to the extent 
of any Net Proceeds of insurance award or eminent domain award with respect to the 
Leased Property deposited in the Redemption Fund for that purpose under the 
Indenture.  Such Net Proceeds, to the extent remaining after payment of any delinquent 
Lease Payments, will be credited towards the City’s obligations under the Lease 
Agreement and applied to the corresponding redemption of Bonds under the Indenture. 

 
Security Deposit 
 

Notwithstanding any other provision of the Lease, the City may on any date 
secure the payment of the Lease Payments allocable to the Leased Property in whole or 
in part by depositing with the Trustee an amount of cash which, together with other 
available amounts on deposit in the funds and accounts established under the Indenture, 
is either: 

 
(a) sufficient to pay such Lease Payments, including the principal and 

interest components thereof, in accordance with the Lease Payment 
schedule set forth in the Lease Agreement, or 

 
(b) invested in whole or in part in non-callable Federal Securities in 

such amount as will, in the opinion of an independent certified public 
accountant, (which opinion must be addressed and delivered to the 
Trustee), together with interest to accrue thereon and together with 
any cash which is so deposited, be fully sufficient to pay such Lease 
Payments when due under the Lease Agreement, as the City 
instructs at the time of said deposit. 

 
If the City makes a security deposit under the Lease Agreement with respect to 

all unpaid Lease Payments, and notwithstanding the provisions of the Lease Agreement, 
(a) the Term of the Lease will continue, (b) all obligations of the City under the Lease, 
and all security provided by the Lease for said Lease Payments, will thereupon cease 
and terminate, excepting only the obligation of the City to make, or cause to be made all 
of said Lease Payments from such security deposit, and (c) under the Lease Agreement, 
title to the Leased Property will vest in the City on the date of said deposit automatically 
and without further action by the City or the Authority.  Said security deposit constitutes a 
special fund for the payment of Lease Payments in accordance with the provisions of the 
Lease. 
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Substitution of Property 
 
The City has the option at any time and from time to time during the term of the 

Lease Agreement to substitute other land, facilities or improvements (the “Substitute 
Property”) for the Leased Property or portion thereof (the “Former Property”) provided 
that the City must satisfy all of the requirements set forth in the Lease Agreement, 
including the following: 

 
(a) No Event of Default has occurred and is continuing. 
 
(b) The City has filed with the Authority and the Trustee, and, if 

applicable, caused to be recorded in the office of the Los Angeles 
County Recorder sufficient memorialization of, an amendment to the 
Lease Agreement that adds the legal description of the Substitute 
Property to the Lease Agreement and deletes therefrom the legal 
description of the Former Property, if applicable, and has filed and 
caused to be recorded corresponding amendments to the Site 
Lease and Assignment Agreement. 

 
(c) If the Substitute Property is property other than the roadway portion 

of the City’s streets, the City has obtained a CLTA policy of title 
insurance insuring the City’s leasehold estate in the Substitute 
Property, subject only to Permitted Encumbrances, in an amount at 
least equal to the estimated value thereof. 

 
(d) The City has certified in writing to the Authority and the Trustee that 

the Substitute Property serves the municipal purposes of the City 
and constitutes property which the City is permitted to lease under 
the laws of the State of California, and has been determined to be 
essential to the proper, efficient and economic operation of the City 
and to serve an essential governmental function of the City. 

 
(e) The Substitute Property does not cause the City to violate any of its 

covenants, representations and warranties made in the Lease 
Agreement. 

 
(f) The City has filed with the Authority and the Trustee a written 

certificate of the City or other written evidencing stating that the 
useful life of the Substitute Property at least extends to the final 
maturity date of the Bonds, that the estimated value of the Leased 
Property, after substitution of the Substitute Property and release of 
the Former Property, is at least equal to the aggregate Outstanding 
principal amount of the Bonds, and the fair rental value of the 
Leased Property, after substitution of the Substitute Property and 
release of the Former Property, is at least equal to the Lease 
Payments thereafter coming due and payable under the Lease 
Agreement. 

 
(g) The City has mailed written notice of such substitution to each rating 

agency which then maintains a rating on the Bonds. 
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Following the date on which all of the foregoing conditions precedent to such 
substitution are satisfied, the term of the Lease Agreement ceases with respect to the 
Former Property and continues with respect to the Substitute Property, and all 
references to the Former Property will apply with full force and effect to the Substitute 
Property.  The City will not be entitled to any reduction, diminution, extension or other 
modification of the Lease Payments whatsoever as a result of such substitution. 

 
Release of Property 

 
The City has the option at any time and from time to time during the term of the 

Lease Agreement to release any portion of the Leased Property from the Lease 
Agreement (the “Released Property”) provided that the City must satisfy all of the 
requirements set forth in the Lease Agreement, including the following: 

 
(a) No Event of Default has occurred and is continuing. 
 
(b) The City has filed with the Authority and the Trustee, and if 

applicable, caused to be recorded in the office of the Los Angeles 
County Recorder sufficient memorialization of an amendment of the 
Site Lease and the Assignment Agreement which removes the 
Released Property from the Site Lease, the Assignment Agreement 
and the Lease. 

 
(c) The City has certified in writing to the Authority and the Trustee that 

the value of the property which remains subject to the Lease 
Agreement following such release is at least equal to the aggregate 
Outstanding principal amount of the Bonds, and the fair rental value 
of the property which remains subject to the Lease Agreement 
following such release is at least equal to the Lease Payments 
thereafter coming due and payable under the Lease Agreement. 

 
(d) The City has mailed written notice of such release to each rating 

agency which then maintains a rating on the Bonds. 
 
Upon the satisfaction of all such conditions precedent, the Term of the Lease 

Agreement will thereupon end as to the Released Property.  The City is not entitled to 
any reduction, diminution, extension or other modification of the Lease Payments 
whatsoever as a result of such release.  If applicable, the Authority and the City will 
execute, deliver and cause to be recorded all documents required to discharge the Site 
Lease, the Lease Agreement and the Assignment Agreement of record against the 
Released Property. 

 
Maintenance, Utilities, Taxes and Modifications 

 
The City, at its own expense, has agreed to maintain or cause to be maintained 

the Leased Property in good repair; the Authority has no responsibility for such 
maintenance.   

 
The City is also obligated to pay all taxes and assessments charged to the 

Leased Property.   
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The City has the right under the Lease Agreement to remodel the Leased 
Property and to make additions, modifications and improvements to the Leased 
Property, provided that the value of the Leased Property, after completion of any such 
additions, modifications and improvements to the Leased Property, is of a value which is 
not substantially less than such value of the Leased Property immediately prior to 
making such additions, modifications and improvements.  The City will not permit any 
mechanic’s or other lien to be established or to remain against the Leased Property, 
except that the City has the right in good faith to contest any such lien. 

 
Insurance 

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

the following insurance against risk of physical damage to the Leased Property and 
other risks for the protection of the Bond Owners, the Authority and the Trustee: 

 
Public Liability Insurance.  The City shall maintain or cause to be maintained 

throughout the Term of the Lease, but only if and to the extent available from reputable 
insurers at reasonable cost in the reasonable opinion of the City, a standard commercial 
general liability insurance policy or policies in protection of the Authority, the City, and 
their respective members, officers, agents, employees and assigns.  Said policy or 
policies shall provide for indemnification of said parties against direct or contingent loss 
or liability for damages for bodily and personal injury, death or property damage 
occasioned by reason of the operation of the Leased Property.  Such policy or policies 
shall provide coverage in such liability limits and be subject to such deductibles as the 
City deems adequate and prudent.  Such insurance may be maintained as part of or in 
conjunction with any other insurance coverage carried by the City, and may be 
maintained in whole or in part in the form of self-insurance by the City, or in the form of 
the participation by the City in a joint powers agency or other program providing pooled 
insurance.  The proceeds of such liability insurance must be applied toward 
extinguishment or satisfaction of the liability with respect to which paid. 

 
If any insurance required pursuant to this provision is provided in the form of self-

insurance, the City must file with the Trustee annually, within 90 days following the close 
of each Fiscal Year, a statement of the risk manager of the City or an independent 
insurance adviser engaged by the City identifying the extent of such self-insurance and 
stating the determination that the City maintains sufficient reserves with respect thereto.  
If any such insurance is provided in the form of self-insurance by the City, the City has 
no obligation to make any payment with respect to any insured event except from those 
reserves. 

 
Property Insurance. The City shall procure and maintain, or cause to be procured 

and maintained, throughout the Term of the Lease, property insurance against loss or 
damage to all improvements situated on the Leased Property, in an amount at least 
equal to the aggregate principal amount of the Outstanding Bonds.  Such insurance 
must, as nearly as practicable, cover loss or damage by explosion, windstorm, riot, 
aircraft, vehicle damage, smoke and such other hazards as are normally covered by 
such insurance; the City is not obligated to maintain earthquake insurance.  Such 
insurance may be subject to such deductibles as the City deems adequate and prudent.  
Such insurance may be maintained as part of or in conjunction with any other insurance 
coverage carried by the City, and may be maintained in whole or in part in the form of 
the participation by the City in a joint powers agency or other program providing pooled 
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insurance; provided that such insurance may not be maintained by the City in the form of 
self-insurance.    

 
 The Trustee, as assignee of the Authority under the Assignment Agreement, has 

the right to receive all Net Proceeds.  As provided in the Indenture, the Trustee will 
deposit all Net Proceeds in the Insurance and Condemnation Fund to be applied as set 
forth in “Damage, Destruction and Eminent Domain” below.  

 
Damage, Destruction and Eminent Domain 
 

Application of Net Proceeds. The Trustee, as assignee of the Authority under the 
Assignment Agreement, has the right to receive all Net Proceeds.  As provided in the 
Indenture, the Trustee will deposit all Net Proceeds in the Insurance and Condemnation 
Fund to be applied as set forth in the Indenture. 

 
Termination or Abatement Due to Eminent Domain. If the Leased Property is 

taken permanently under the power of eminent domain or sold to a government 
threatening to exercise the power of eminent domain, the Term of the Lease will cease 
as of the day possession is taken.  If less than all of the Leased Property is taken 
permanently, or if the Leased Property is taken temporarily, under the power of eminent 
domain, then: 

 
(a) the Lease will continue in full force and effect with respect thereto 

and does not terminate by virtue of such taking, and the parties waive the benefit 
of any law to the contrary; and 

 
(b) the Lease Payments are subject to abatement in an amount 

determined by the City such that the resulting Lease Payments represent fair 
consideration for the use and occupancy of the remaining usable portions of the 
Leased Property. 
 
Abatement Due to Damage or Destruction.  The Lease Payments are subject to 

abatement during any period in which by reason of damage or destruction (other than by 
eminent domain which is addressed above) there is substantial interference with the use 
and occupancy by the City of the Leased Property or any portion thereof.  The Lease 
Payments are subject to abatement in an amount determined by the City such that the 
resulting Lease Payments represent fair consideration for the use and occupancy of the 
remaining usable portions of the Leased Property not damaged or destroyed.  The 
abatement will continue for the period commencing with such damage or destruction and 
ending with the substantial completion of the work of repair or reconstruction.  In the 
event of any such damage or destruction, the Lease continues in full force and effect 
and the City waives any right to terminate the Lease by virtue of any such damage and 
destruction.   

 
Notwithstanding the foregoing, there shall be no abatement of Lease Payments 

to the extent that the proceeds of property insurance, rental interruption insurance or 
capitalized interest are available to pay Lease Payments which would otherwise be 
abated under the Lease Agreement, it being thereby declared that such proceeds and 
amounts constitute a special fund for the payment of the Lease Payments. 
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Assignment; Subleases 
 
The Authority has assigned certain of its rights under the Lease Agreement to the 

Trustee under the Assignment Agreement.  The City may not assign any of its rights in 
the Lease Agreement.   

 
The City may sublease all or a portion of the Leased Property, but only under the 

conditions contained in the Lease Agreement, including the condition that the City’s 
obligation to pay the Lease Payments must remain an obligation of the City. 

 
Amendment of Lease Agreement 

 
The Authority and the City may at any time amend or modify any of the 

provisions of the Lease Agreement, but only: (a) with the prior written consents of the 
Owners of a majority in aggregate principal amount of the outstanding Bonds; or (b) 
without the consent of any of the Bond Owners, but only if such amendment or 
modification is for any one or more of the following purposes: 

 
• to add to the covenants and agreements of the City contained in the 

Lease, other covenants and agreements thereafter to be observed, or 
to limit or surrender any rights or power therein reserved to or 
conferred upon the City; 

 
• to make such provisions for the purpose of curing any ambiguity, or of 

curing, correcting or supplementing any defective provision contained 
therein, to conform to the original intention of the City and the 
Authority; 

 
• to amend the description of the Leased Property to reflect accurately 

the property originally intended to be included therein;  
 
• to obligate the City to pay additional amounts of rental for the use and 

occupancy of the Leased Property, but only if (A) such additional 
amounts of rental are pledged or assigned for the payment of any 
bonds, notes, leases or other obligations the proceeds of which are 
applied to finance authorized expenditures of the City for the common 
benefit, (B) the City has filed with the Authority and the Trustee a 
written certificate of the City or other written evidence stating that the 
value of the Leased Property is at least equal to the aggregate 
principal amount of the outstanding Bonds and all such other bonds, 
notes, leases or other obligations, and (C) the City has filed with the 
Trustee written evidence that the amendments made under this 
clause will not of themselves cause a reduction or withdrawal of any 
rating then assigned to the Bonds; 

 
• in any other respect whatsoever as the Authority and the City may 

deem necessary or desirable, provided that, in the opinion of Bond 
Counsel, such modifications or amendments do not materially 
adversely affect the interests of the Owners of the Bonds. 
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Events of Default 
 
Each of the following constitutes an Event of Default under and as defined in the 

Lease Agreement: 
 
• Failure by the City to pay any Lease Payment or other payment 

required to be paid under the Lease Agreement at the time specified 
therein. 

 
• Failure by the City to observe and perform any covenant, condition or 

agreement on its part to be observed or performed under the Lease 
Agreement, other than as referred to in the preceding paragraph, for a 
period of 30 days after written notice specifying such failure and 
requesting that it be remedied has been given to the City by the 
Authority or the Trustee; provided, however, that if in the reasonable 
opinion of the City the failure stated in the notice can be corrected, but 
not within such 30-day period, such failure will not constitute an Event 
of Default if the City commences to cure such failure within such 30-
day period and thereafter diligently and in good faith cures such 
failure in a reasonable period of time. 

 
• Certain events relating to the insolvency or bankruptcy of the City. 
 

Remedies on Default 
 
Whenever any Event of Default has happened and is continuing, the Authority 

may exercise any and all remedies available under law or granted under the Lease 
Agreement to collect the amounts then due and thereafter to become due under the 
Lease Agreement or to enforce any other of its rights thereunder, except as provided in 
the Lease Agreement.  Notwithstanding anything in the Lease Agreement or in the 
Indenture to the contrary, (a) neither the Authority nor the Trustee may accelerate the 
Lease Payments or otherwise declare any Lease Payments not then in default to be 
immediately due and payable (the Authority expressly waives the right to receive any 
amount from the City pursuant to Section 1951.2 of the California Civil Code to 
accelerate payment of the Lease Payments) and (b) the Authority shall have no right to 
re-lease any portion of the Leased Property that constitutes a City street.  Each 
covenant in the Lease Agreement to be kept and performed by the City is expressly 
made a condition and upon the breach thereof the Authority may exercise any and all 
rights granted under the Lease Agreement; except that no termination of the Lease may 
be effected either by operation of law or acts of the parties thereto, except only in the 
manner therein expressly provided.   
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INDENTURE OF TRUST 
 

Establishment of Funds and Accounts; Flow of Funds 
 
Costs of Issuance Fund.  A portion of the proceeds of the Bonds will be 

deposited by the Trustee in the Costs of Issuance Fund on the Closing Date.  The 
moneys in the Costs of Issuance Fund will be disbursed to pay costs of issuing the 
Bonds and other related financing costs from time to time upon receipt of written 
requests of the Authority.  On the 60th Business Day after the Closing Date, or at the 
earlier written request of the Authority, all amounts remaining in the Costs of Issuance 
Fund will be transferred by the Trustee to the Interest Account and the Trustee will 
thereupon close the Costs of Issuance Fund. 

 
Site Lease Payment.  Proceeds representing the Site Lease Payment will be 

applied to refund all or a portion of the CalPERS Contract. 
 
Bond Fund; Deposit and Transfer of Amounts Therein.  All Revenues will be 

deposited by the Trustee in the Bond Fund promptly upon receipt.  On or before each 
Interest Payment Date, the Trustee shall transfer from the Bond Fund and deposit into 
the following respective accounts and subaccount (each of which the Trustee will 
establish and maintain within the Bond Fund), the following amounts in the following 
order of priority: 

 
(a) Interest Account.  The Trustee will deposit in the Interest Account an 

amount required to cause the aggregate amount on deposit in the 
Interest Account to equal the amount of interest coming due and 
payable on such date on all outstanding Bonds.  All moneys in the 
Interest Account will be used and withdrawn by the Trustee solely 
for the purpose of paying the interest on the Bonds as it comes due 
and payable, including accrued interest on any Bonds redeemed 
prior to maturity. 

 
The Trustee will deposit into the Capitalized Interest Subaccount, 
which is established as a subaccount in the Interest Account, the 
amount described in the Indenture.   

 
(b) Principal Account.  The Trustee will deposit in the Principal Account 

an amount required to cause the aggregate amount on deposit 
therein to equal the principal amount of the Bonds maturing on such 
date (including the principal amount of any Term Bonds that is 
subject to mandatory sinking fund redemption).  All moneys in the 
Principal Account will be used and withdrawn by the Trustee solely 
for the purpose of paying the principal of the Bonds at the maturity 
thereof (including the principal amount of any Term Bonds that is 
subject to mandatory sinking fund redemption). 

 
Redemption Fund.  The Trustee will establish and maintain a Redemption Fund, 

amounts in which will be used and withdrawn by the Trustee solely for the purpose of 
paying the principal (including the principal amount of any Term Bonds that is subject to 
mandatory sinking fund redemption) of on the Bonds to be redeemed.  At any time prior 
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to the selection of Bonds for redemption, the Trustee may apply such amounts to the 
purchase of Bonds at public or private sale, as and when and at such prices (including 
brokerage and other charges, but excluding accrued interest, which is payable from the 
Interest Account) as the Authority directs, except that the purchase price (exclusive of 
accrued interest) may not exceed the redemption price then applicable to the Bonds. 

 
Insurance and Condemnation Fund.  Upon the receipt of proceeds of insurance 

or eminent domain with respect to the Leased Property, the Trustee shall establish and 
maintain an Insurance and Condemnation Fund, to be held and applied as hereinafter 
set forth in this Section 5.07. 

 
Application of Insurance Proceeds.  Any Net Proceeds of insurance 

against accident to or destruction of the Leased Property collected by the City or 
the Authority in the event of any such accident or destruction shall be paid to the 
Trustee under the Lease and deposited by the Trustee promptly upon receipt 
thereof in the Insurance and Condemnation Fund.  If the City fails to determine 
and notify the Trustee in writing of its determination, within 90 days following the 
date of such deposit, to replace, repair, restore, modify or improve the Leased 
Property which has been damaged or destroyed, then such Net Proceeds shall 
be promptly transferred by the Trustee to the Redemption Fund and applied to 
the redemption of Bonds.  Notwithstanding the foregoing sentence, however, if 
the Leased Property is damaged or destroyed in full, the Net Proceeds of such 
insurance shall be used by the City to rebuild or replace the Leased Property if 
such proceeds are not sufficient to redeem Outstanding Bonds equal in 
aggregate principal amount to the unpaid Lease Payments allocable to the 
Leased Property.  All proceeds deposited in the Insurance and Condemnation 
Fund and not so transferred to the Redemption Fund shall be applied to the 
prompt replacement, repair, restoration, modification or improvement of the 
damaged or destroyed portions of the Leased Property by the City. 

 
Application of Eminent Domain Proceeds.  If all or any part of the Leased 

Property is taken by eminent domain proceedings (or sold to a government 
threatening to exercise the power of eminent domain) the Authority shall deposit 
or cause to be deposited with the Trustee the Net Proceeds therefrom, which the 
Trustee shall deposit in the Insurance and Condemnation Fund and which shall 
be applied and disbursed by the Trustee as follows: 
 

(i) If the City has not given written notice to the Trustee, within 
90 days following the date on which such Net Proceeds 
are deposited with the Trustee, of its determination that 
such Net Proceeds are needed for the replacement of the 
Leased Property or such portion thereof, the Trustee shall 
transfer such Net Proceeds to the Redemption Fund to be 
applied towards the redemption of the Bonds. 

 
(ii) If the City has given written notice to the Trustee, within 90 

days following the date on which such Net Proceeds are 
deposited with the Trustee, of its determination that such 
Net Proceeds are needed for replacement of the Leased 
Property or such portion thereof, the Trustee shall pay to 
the City, or to its order, from said proceeds such amounts 
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as the City may expend for such replacement, upon the 
filing of Written Requisitions of the City as agent for the 
Authority.  

 
Effect of Substitution or Release. Notwithstanding any other provision of the 

Indenture or the Lease, the Trustee shall pay to the City all moneys in the Insurance and 
Condemnation Fund upon the Trustee’s receipt of a written notice executed by a City 
Representative which states that, pursuant to the Lease, the City has substituted other 
real property for the Leased Property that was damaged, destroyed or condemned and 
that there will be no abatement of the Lease Payments as a result of such damage, 
destruction or condemnation. 

 
Investment of Funds; Determination of Value of Investments 

 
All moneys in any of the funds or accounts held by the Trustee under the 

Indenture will be invested by the Trustee solely in Permitted Investments as directed by 
the Authority in advance of the making of such investments.  In the absence of any such 
direction of the Authority, the Trustee will invest any such moneys in Permitted 
Investments consisting of money market funds.  Obligations purchased as an investment 
of moneys in any fund will be deemed to be part of such fund or account. 

 
All interest or gain derived from the investment of amounts in any of the funds or 

accounts established under the Indenture will be deposited in the Bond Fund.  For the 
purpose of determining the amount in any fund or account established under the 
Indenture, the value of investments credited to such fund will be calculated at the market 
value thereof, in accordance with the procedures specified in the Indenture.   

 
Covenants of the Authority 

 
Payment of Bonds.  The Authority will punctually pay or cause to be paid the 

principal (including the principal amount of any Term Bonds that is subject to mandatory 
sinking fund redemption) of and interest and premium (if any) on the Bonds, in strict 
conformity with the terms of the Bonds and of the Indenture, but only out of the 
Revenues and other assets pledged for such payment as provided in the Indenture.  The 
Authority will not create, or permit the creation of, any pledge, lien, charge or other 
encumbrance upon the Revenues and other assets pledged or assigned under the 
Indenture while any of the Bonds are outstanding, except the pledge and assignment 
created by the Indenture. 

 
Accounting Records and Financial Statements.  The Trustee will at all times 

keep, or cause to be kept, proper books of record and account, prepared in accordance 
with industry standards, in which complete and accurate entries will be made of all 
transactions relating to the proceeds of the Bonds, and all funds and accounts 
established pursuant to the Indenture.  Such books of record and account will be 
available for inspection by the Authority and the City, during regular business hours and 
upon reasonable prior notice. 

 
No Additional Obligations.  The Authority covenants that no additional bonds, 

notes or other indebtedness will be issued or incurred which are payable out of the 
Revenues in whole or in part. 
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Federal Tax Law.  The Authority does not intend the interest on the Bonds to be 
excluded from gross income for federal income tax purposes. 

 
Lease Agreement.  The Trustee will promptly collect all amounts due from the 

City pursuant to the Lease Agreement.  Subject to the provisions of the Indenture 
governing the enforcement of remedies upon the occurrence of an Event of Default, the 
Trustee is required to enforce, and take all steps, actions and proceedings which the 
Trustee determines to be reasonably necessary for the enforcement of all of its rights 
thereunder as assignee of the Authority and for the enforcement of all of the obligations 
of the City under the Lease Agreement. 

 
Amendment of Indenture 

 
This Indenture and the rights and obligations of the Authority and of the Owners 

of the Bonds and of the Trustee may be modified or amended from time to time and at 
any time by Supplemental Indenture, which the Authority and the Trustee may enter into 
when the written consents of the Owners of a majority in aggregate principal amount of 
all Bonds then Outstanding are filed with the Trustee.  No such modification or 
amendment may:  

 
(i) extend the fixed maturity of any Bonds, or reduce the amount of 

principal thereof or extend the time of payment, or change the method of 
computing the rate of interest thereon, or extend the time of payment of interest 
thereon, without the consent of the Owner of each Bond so affected, or  

 
(ii) reduce the aforesaid percentage of Bonds the consent of the Owners 

of which is required to effect any such modification or amendment, or permit the 
creation of any lien on the Revenues and other assets pledged under the 
Indenture prior to or on a parity with the lien created by the Indenture except as 
permitted herein, or deprive the Owners of the Bonds of the lien created by the 
Indenture on such Revenues and other assets (except as expressly provided in 
this Indenture), without the consent of the Owners of all of the Bonds then 
Outstanding.   

 
It is not necessary for the consent of the Bond Owners to approve the particular form of 
any Supplemental Indenture, but it is sufficient if such consent approves the substance 
thereof. 

 
The Indenture may also be modified or amended at any time by a supplemental 

indenture, without the consent of any Bond Owners, to the extent permitted by law, but 
only for any one or more of the following purposes: 

 
• To add to the covenants and agreements of the Authority contained in 

the Indenture, other covenants and agreements thereafter to be 
observed, to pledge or assign additional security for the Bonds (or any 
portion thereof), or to surrender any right or power therein reserved to 
or conferred upon the Authority. 

 
• To cure any ambiguity, inconsistency or omission in the Indenture, or 

correct any defective provision in the Indenture, or in any other 
respect whatsoever as the Authority may deem necessary or 
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desirable, so long as such modification or amendment does not 
materially adversely affect the interests of the Bond Owners in the 
opinion of Bond Counsel filed with the Trustee. 

 
• To modify, amend or supplement the Indenture in such manner as to 

permit the qualification of the Indenture under the Trust Indenture Act 
of 1939 or any similar federal statute at any time in effect; or 

 
• to facilitate the issuance of additional obligations of the City under the 

Lease Agreement.  See “LEASE AGREEMENT – Amendment of 
Lease Agreement” above. 

 
Events of Default 

 
Events of Default Defined.  The following events constitute events of default 

under the Indenture: 
 
• Failure to pay any installment of the principal (including the principal 

amount of any Term Bonds that is subject to mandatory sinking fund 
redemption) of any Bonds when due, whether at maturity as therein 
expressed, by proceedings for redemption, by acceleration, or 
otherwise. 

 
• Failure to pay any installment of interest on the Bonds when due. 
 
• Failure by the Authority to observe and perform any of the other 

covenants, agreements or conditions on its part contained in this 
Indenture or in the Bonds, if such failure has continued for a period of 
30 days after written notice thereof, specifying such failure and 
requiring the same to be remedied, has been given to the Authority by 
the Trustee; provided, however, if in the reasonable opinion of the 
Authority the failure stated in the notice can be corrected, but not 
within such 30-day period, such failure shall not constitute an Event of 
Default if the Authority institutes corrective action within such 30-day 
period and thereafter diligently and in good faith cures the failure in a 
reasonable period of time. 

 
• The commencement by the Authority of a voluntary case under Title 

11 of the United States Code or any substitute or successor statute. 
 
• The occurrence and continuation of any Event of Default under and as 

defined in the Lease Agreement.  See “LEASE AGREEMENT - 
Events of Default” above. 

 
Remedies.  Upon the occurrence and during the continuance of any Event of 

Default, the Trustee may, and at the written direction of the Owners of a majority in 
aggregate principal amount of the Bonds at the time outstanding the Trustee shall: 

 
• upon notice in writing to the Authority and the City, and subject to 

receipt of satisfactory indemnity, declare the principal of all of the 
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Bonds then outstanding, and the interest accrued thereon, to be due 
and payable immediately (provided that no such acceleration will have 
the effect of accelerating the City’s obligations under the Lease 
Agreement, as more fully described above), or 

 
• enforce any rights of the Trustee under or with respect to the 

Indenture.  
 
The Trustee is irrevocably appointed (and the successive respective Owners of 

the Bonds, by taking and holding the same, shall be conclusively deemed to have so 
appointed the Trustee) as trustee and true and lawful attorney-in-fact of the Owners of 
the Bonds for the purpose of exercising and prosecuting on their behalf such rights and 
remedies as may be available to such Owners under the provisions of the Bonds, the 
Indenture and applicable provisions of any law. 

 
Application of Revenues and Other Funds After Default.  If an Event of Default 

has occurred and is continuing, all Revenues and any other funds then held or thereafter 
received by the Trustee under any of the provisions of the Indenture will be applied by 
the Trustee as follows and in the following order: 

 
(1) To the payment of reasonable fees, charges and expenses of the 

Trustee (including reasonable fees and disbursements of its 
counsel) incurred in and about the performance of its powers and 
duties under the Indenture; 

 
(2) To the payment of the principal (including the principal amount of 

any Term Bonds that is subject to mandatory sinking fund 
redemption) of and interest then due on the Bonds (upon 
presentation of the Bonds to be paid, and stamping or otherwise 
noting thereon of the payment if only partially paid, or surrender 
thereof if fully paid) in accordance with the provisions of the 
Indenture, as follows: 

 
First: To the payment to the persons entitled thereto of all 

installments of interest then due in the order of the maturity of 
such installments, and, if the amount available is not sufficient 
to pay in full any installment or installments maturing on the 
same date, then to the payment thereof ratably, according to 
the amounts due thereon, to the persons entitled thereto, 
without any discrimination or preference; and 

 
Second: To the payment to the persons entitled thereto of the 

unpaid principal (including the principal amount of any Term 
Bonds that is subject to mandatory sinking fund redemption) of 
any Bonds which have become due, whether at maturity or by 
acceleration or redemption, with interest on the overdue 
principal at the rate borne by the respective Bonds (to the 
extent permitted by law), and, if the available amount is not 
sufficient to pay in full all the Bonds, together with such 
interest, then to the payment thereof ratably, according to the 
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amounts of principal due on such date to the persons entitled 
thereto, without any discrimination or preference. 

 
Limitation on Bond Owners’ Right to Sue.  No Owner of any Bond has the right to 

institute any suit, action or proceeding at law or in equity, for any remedy under the 
Indenture, unless: 

 
• such Owner has previously given to the Trustee written notice of the 

occurrence of an Event of Default; 
 
• the Owners of a majority in aggregate principal amount of all the 

Bonds then outstanding have requested the Trustee in writing to 
exercise its powers under the Indenture; 

 
• said Owners have tendered to the Trustee indemnity reasonably 

acceptable to the Trustee against the costs, expenses and liabilities to 
be incurred in compliance with such request; 

 
• the Trustee has refused or failed to comply with such request for a 

period of 60 days after such written request has been received by the 
Trustee and said tender of indemnity is made to the Trustee; and 

 
• no direction inconsistent with such written request has been given to 

the Trustee during such 60-day period by the Owners of a majority in 
aggregate principal amount of the Bonds then outstanding. 

 
Certain Provisions Relating to the Trustee 

 
Appointment of Trustee.  The Authority will maintain a Trustee which is qualified 

under the provisions of the foregoing provisions of the Indenture, so long as any Bonds 
are Outstanding. 

 
Limitations on the Obligation of the Trustee.  The Trustee agrees to perform the 

trusts established under the Indenture, but only upon and subject to the following 
express terms and conditions: 

 
(a) The Trustee shall, prior to an Event of Default, and 

after the curing or waiver of all Events of Default which may have 
occurred, perform such duties and only such duties as are expressly 
and specifically set forth in the Indenture and no implied duties or 
covenants shall be read into the Indenture against the Trustee.  If 
an Event of Default has occurred (which has not been cured), the 
Trustee shall exercise such of the rights and powers vested in it 
under the Indenture, and use the same degree of care and skill in 
their exercise, as a prudent man would exercise or use under the 
circumstances in the conduct of his own affairs. 

 
(b) The Authority may remove the Trustee upon 30 

days’ prior notice, unless an Event of Default has occurred and is 
then continuing, and shall remove the Trustee (a) if at any time 
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requested to do so by the Owners of a majority in aggregate 
principal amount of the Bonds then Outstanding (or their attorneys 
duly authorized in writing) or (b) if at any time the Trustee ceases to 
be eligible in accordance with the Indenture, or becomes incapable 
of acting, or is adjudged a bankrupt or insolvent, or a receiver of the 
Trustee or its property is appointed, or any public officer takes 
control or charge of the Trustee or of its property or affairs for the 
purpose of rehabilitation, conservation or liquidation. 

 
(c) The Trustee may at any time resign by giving 

written notice of such resignation to the Authority and the City, and 
by giving the Bond Owners notice of such resignation by mail at the 
addresses shown on the Registration Books. 

 
(d) Any removal or resignation of the Trustee and 

appointment of a successor Trustee shall become effective upon 
acceptance of appointment by the successor Trustee.  In the event 
of the removal or resignation of the Trustee, the Authority shall 
promptly appoint a successor Trustee.   

 
 If no successor Trustee has been appointed and accepted 

appointment within 45 days of giving notice of removal or notice of 
resignation as aforesaid, the retiring Trustee may petition any court 
of competent jurisdiction for the appointment of a successor 
Trustee, and such court may thereupon, after such notice (if any) as 
it may deem proper, appoint such successor Trustee.  Any 
successor Trustee appointed under the Indenture, must signify its 
acceptance of such appointment by executing and delivering to the 
Authority, to its predecessor Trustee a written acceptance thereof, 
and after payment by the Authority of all unpaid fees and expenses 
of the predecessor Trustee, and thereupon such successor Trustee, 
without any further act, deed or conveyance, shall become vested 
with all the moneys, estates, properties, rights, powers, trusts, 
duties and obligations of such predecessor Trustee, with like effect 
as if originally named Trustee in the Indenture; but, nevertheless at 
the Written Request of the Authority or the request of the successor 
Trustee, such predecessor Trustee shall execute and deliver any 
and all instruments of conveyance or further assurance and do such 
other things as may reasonably be required for more fully and 
certainly vesting in and confirming to such successor Trustee all the 
right, title and interest of such predecessor Trustee in and to the 
Leased Property held by such predecessor Trustee under the 
Indenture and shall pay over, transfer, assign and deliver to the 
successor Trustee any money or other property subject to the trusts 
and conditions in the Indenture set forth.  Upon request of the 
successor Trustee, the Authority shall execute and deliver any and 
all instruments as may be reasonably required for more fully and 
certainly vesting in and confirming to such successor Trustee all 
such moneys, estates, properties, rights, powers, trusts, duties and 
obligations.  Upon acceptance of appointment by a successor 
Trustee as provided in this subsection, the Authority shall promptly 
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mail or cause the successor trustee to mail a notice of the 
succession of such Trustee to the trusts under the Indenture to each 
rating agency which is then rating the Bonds and to the Bond 
Owners at the addresses shown on the Registration Books.  If the 
Authority fails to mail such notice within 15 days after acceptance of 
appointment by the successor Trustee, the successor Trustee shall 
cause such notice to be mailed at the expense of the Authority. 

 
(e) Any Trustee appointed under the Indenture must be 

a corporation or association organized and doing business under 
the laws of any state or the United States of America or the District 
of Columbia, shall be authorized under such laws to exercise 
corporate trust powers, shall have (or, in the case of a corporation 
or association that is a member of a bank holding company system, 
the related bank holding company has) a combined capital and 
surplus of at least $50,000,000, and shall be subject to supervision 
or examination by a federal or state agency, so long as any Bonds 
are Outstanding.  If such corporation or association publishes a 
report of condition at least annually under law or to the requirements 
of any supervising or examining agency above referred to, then for 
the purpose of this subsection (e), the combined capital and surplus 
of such corporation or association shall be deemed to be its 
combined capital and surplus as set forth in its most recent report of 
condition so published.  If the Trustee at any time ceases to be 
eligible in accordance with the provisions of this subsection (e), the 
Trustee shall resign immediately in the manner and with the effect 
specified in this Section. 

 
Merger or Consolidation. Any bank, national banking association, federal savings 

association, or trust company into which the Trustee may be merged or converted or 
with which it may be consolidated or any bank, national banking association, federal 
savings association, or trust company resulting from any merger, conversion or 
consolidation to which it shall be a party or any bank, national banking association, 
federal savings association, or trust company to which the Trustee may sell or transfer 
all or substantially all of its corporate trust business, provided such bank, national 
banking association, federal savings association, or trust company shall be eligible 
under subsection (e) of Section 8.02 shall be the successor to such Trustee, without the 
execution or filing of any paper or any further act, anything in the Indenture to the 
contrary notwithstanding. 

 
Liability of Trustee. 
 
(a) The Trustee is not liable for any error of judgment made by a responsible 

officer, unless it is proved that the Trustee was negligent in ascertaining the pertinent 
facts. 

 
(b) The Trustee is not liable with respect to any action taken or omitted to be 

taken by it in accordance with the direction of the Owners of a majority in aggregate 
principal amount of the Bonds at the time Outstanding relating to the time, method and 
place of conducting any proceeding for any remedy available to the Trustee, or 
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exercising any trust or power conferred upon the Trustee under the Indenture or 
assigned to it under the Assignment Agreement. 

 
(c) The Trustee is not liable for any action taken by it and believed by it to be 

authorized or within the discretion or rights or powers conferred upon it by the Indenture. 
 
(d) The Trustee shall not be deemed to have knowledge of any Event of 

Default under the Indenture, or any other event which, with the passage of time, the 
giving of notice, or both, would constitute an Event of Default under the Indenture unless 
and until it shall have actual knowledge thereof, or a corporate trust officer shall have 
received written notice thereof at its Office from the City, the Authority or the Owners of 
at least 25% in aggregate principal amount of the Outstanding Bonds.  Except as 
otherwise expressly provided in the Indenture, the Trustee shall not be bound to 
ascertain or inquire as to the performance or observance by the Authority or the City of 
any of the terms, conditions, covenants or agreements in the Indenture, under the Lease 
or the Bonds or of any of the documents executed in connection with the Bonds, or as to 
the existence of a default or an Event of Default or an event which would, with the giving 
of notice, the passage of time, or both, constitute an Event of Default.  The Trustee is not 
responsible for the validity, effectiveness or priority of any collateral given to or held by it.  
Without limiting the generality of the foregoing, the Trustee shall not be required to 
ascertain or inquire as to the performance or observance by the City or the Authority of 
the terms, conditions, covenants or agreements set forth in the Lease, other than the 
covenants of the City to make Lease Payments to the Trustee when due and to file with 
the Trustee when due, such reports and certifications as the City is required to file with 
the Trustee thereunder. 

 
(e) No provision of the Indenture requires the Trustee to expend or risk its own 

funds or otherwise incur any financial liability in the performance of any of its duties 
under the Indenture, or in the exercise of any of its rights or powers. 

 
(f) The Trustee may execute any of the trusts or powers under the Indenture 

or perform any duties under the Indenture either directly or through agents, receivers or 
attorneys and the Trustee shall not be responsible for any misconduct or negligence on 
the part of any agent, receiver or attorney appointed with due care by it under the 
Indenture. 

 
(g) The Trustee has no obligation to exercise any of the rights or powers 

vested in it by the Indenture at the request or direction of the Bond Owners under the 
Indenture, unless such Owners have offered to the Trustee security or indemnity 
satisfactory to it against the costs, expenses and liabilities (including but not limited to 
fees and expenses of its attorneys), including, without limitations, any liability arising 
under federal, state or local environmental laws which might be incurred by it in 
compliance with such request or direction.  No permissive power, right or remedy 
conferred upon the Trustee under the Indenture shall be construed to impose a duty to 
exercise such power, right or remedy. 

 
Discharge of Indenture 

 
The Authority may pay and discharge the indebtedness on any or all of the 

outstanding Bonds in any one or more of the following ways: 
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• by paying or causing to be paid the principal of and interest on the 
Bonds, as and when the same become due and payable; 

 
• by irrevocably depositing with the Trustee, in trust, at or before 

maturity, cash and/or non-callable Federal Securities which, together 
with the investment earnings to be received thereon, have been 
verified by an Independent Account to be sufficient to pay or redeem 
such Bonds when and as the same become due and payable; or 

 
• by delivering to the Trustee, for cancellation by it, all of such Bonds. 
 
Upon such payment or delivery, and notwithstanding that any Bonds have not 

been surrendered for payment, the pledge of the Revenues and other funds provided for 
in the Indenture with respect to such Bonds, and all other obligations of the Authority 
under the Indenture with respect to such Bonds, will cease and terminate, except only 
the obligation of the Authority to pay or cause to be paid to the Owners of such Bonds 
not so surrendered and paid all sums due thereon from amounts set aside for such 
purpose.  Any funds thereafter held by the Trustee, which are not required for said 
purposes, will be paid over to the Authority. 
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INDEPENDENT AUDITORS’ REPORT 

City Council Members 
City of Torrance 
Torrance, California 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund, and the aggregate remaining fund information of the City of 
Torrance (the City), as of and for the year ended June 30, 2019, and the related notes to the financial 
statements, which collectively comprise the City’s basic financial statements as listed in the table of 
contents. 

Management’s Responsibility for the Financial Statements 

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

Auditors’ Responsibility 

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the basic financial statements. The procedures selected depend on the auditors’ 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 auditors consider internal control relevant to the City’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the City’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of the City of Torrance, as of June 30, 2019, and 
the respective changes in financial position and, where applicable, cash flows thereof and the 
budgetary comparison for the General Fund for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Emphasis of Matter 

As discussed in Notes 18 and 21(e), the City restated the beginning balances of the fund balance of the 
general find and the net position of the private-purpose trust fund. Our opinions are not modified with 
respect to this matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis, the schedules of changes in the net pension liability and related 
ratios and the schedules of contributions of the pension plans, the schedule of changes in the net 
pension liability and related ratios and the schedule of contributions of the enhanced retirement defined 
benefit plan, and the schedule of changes in the net OPEB liability and related ratios and the schedule 
of contributions of the other post-employment benefit plan, identified as Required Supplementary 
Information (RSI) in the accompanying table of contents, be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required 
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the RSI 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 the audit of the basic financial statements. We do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance.  

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City’s basic financial statements. The introductory section, combining and  
individual fund financial statements and schedules, statistical section and other supplementary 
information related to continuing disclosures reporting are presented for purposes of additional 
analysis and are not a required part of the basic financial statements. 



3 

Other Matters (Continued) 

Other Information (Continued) 

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

The introductory section, statistical section and other supplementary information related to continuing 
disclosures reporting 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 Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 26, 2019 on our consideration of the City’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal control 
over financial reporting and compliance and the results of that testing, and not to provide an opinion on 
internal control over financial reporting or on compliance. That report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering City’s internal control 
over financial reporting and compliance. 

Irvine, California 
December 26, 2019 
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As management of the City of Torrance, California (City), we provide readers of the 
Comprehensive Annual Financial Report (CAFR) this narrative overview and 
analysis of the City’s financial activities for the fiscal year ended June 30, 2019. It is 
recommended this information be read in conjunction with the City’s transmittal letter 
in the preceding section and the accompanied financial statements, which 
immediately follows this section, in order to obtain a thorough understanding of the 
City’s financial condition at June 30, 2019. 
 
FINANCIAL HIGHLIGHTS 

• Total assets and deferred outflows or resources of the City exceeded its 
liabilities and deferred inflows of resources by $78.0 million, as of June 30, 
2019. Of this amount, $428.2 million represents net investment in capital assets, 
$46.4 million represents net position restricted for specific purposes, and 
($396.6) million represents unrestricted net position. ($372.1) million represents 
net position for governmental activities and ($24.5) million represents net 
position for business-type activities. 

• The City’s total net position at fiscal year-end decreased $17.8 million, to $78.0 
million, which is primarily driven by a reduction in Net Pension Liability of $18.0 
million offset by a reduction in deferred outflows for the City’s pension plan 
(CalPERS) by $30.4 million.  

• The City’s net capital assets increased by $6.3 million or 1.3% to $491.5 million 
as of June 30, 2019 as the City continues to invest and complete capital 
projects. 

• The City’s long-term debt increased by $3.7 million or 6.2% to $63.0 million as 
of June 30, 2019. However, specifically in the City’s governmental activities, 
outstanding long-term debt reduced by $1.3 million or 2.2% as the City 
continues to make its installment payments reducing this debt. Within the City’s 
business-type activities, long-term debt increased by $5.0 due to the installment 
loan agreement to drill and construct a new water well, for the North Torrance 
Well Field Project. 

• The City’s net pension liability decreased from $491.4 million in fiscal year 2017-
18 to $473.4 million in fiscal year 2018-19, a reduction of $18.0 million or 3.7%. 

• The City’s net other post-employment benefits (OPEB) liability decreased from 
$49.4 million in fiscal year 2017-18 to $47.9 million in fiscal year 2018-19, a 
reduction of $1.5 million or 3.1%. 

• At the end of the fiscal year, the City’s governmental funds reported total year 
ending fund balances of $93.3 million, compared to $97.9 million at the end of 
the prior fiscal year (as restated), which is a decrease of $4.6 million. 

• The General Fund reported an ending fund balance of $30.1 million ad of June 
30, 2019, compared to $35.1 million as of June 30, 2018 (as restated), which 
represents a decrease of $5.0 million. This decrease is year primarily due to 
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transfers to the Capital Improvement Fund for capital projects and transfers to 
supplement the Self Insurance Fund.   

 
OVERVIEW OF THE BASIC FINANCIAL STATEMENTS 
 
This annual report consists of a series of financial statements found in three main 
sections: government-wide financial statements, fund financial statements, and 
notes to the basic financial statements.  
 
The City implemented Governmental Accounting Standards Board Statement No. 75 
(GASB 75) in fiscal year 2017-18 which addresses the accounting and financial 
reporting for Postemployment Benefits other than pensions. The City implemented 
Governmental Accounting Standards Board Statement No. 68 (GASB 68) in fiscal 
year 2014-15 which addresses the accounting and financial reporting for pension 
plans. The City has also presented its financial statements under the reporting model 
required by GASB No. 34 Basic Financial Statements – and Management’s 
Discussion and Analysis (MD&A) – for State and Local Government since fiscal year 
2001-02. 
 
Government-wide financial statements. The government-wide financial 
statements are designed to provide information about the financial activities of 
the City as a whole and presents a longer futuristic view of the City’s finances, 
similar to private-sector businesses. These reports separate functions that are 
principally supported by taxes and intergovernmental revenues (governmental 
activities) from other functions that recover all or a significant portion of their 
costs through user fees and charges (business-type activities). Governmental 
activities include all of the City’s basic services, such as general government, public 
safety (police and fire), public works, community development, and culture and 
recreation. Property taxes, sales taxes, utility users’ taxes, and occupancy taxes 
finance most of these activities. Business-type activities include functions such as 
the City’s airport, transit, water, sanitation, sewer, emergency medical services, 
parks and recreation, and cultural arts center funds. 
 
The Statement of Net Position provides information using the accrual basis of 
accounting on all assets, deferred outflows of resources, liabilities, and deferred 
inflows of resources reported as net position. Over time, changes to a City’s net 
position may serve as one indicator of whether the financial position of the City is 
improving or deteriorating. Additional factors such as changes in the City’s revenue 
receipt pattern need to be considered in assessing the overall health of the City. 
 
The Statement of Activities provides information showing how the City’s net position 
changed during the fiscal year. The changes in net position are reported when 
revenues are earned and expenses are incurred, regardless of the timing of related 
cash flows.    
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Fund financial statements. The City establishes funds as a grouping of related 
accounts to maintain control over resources that have been segregated for specific 
activities or objectives. The City, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal 
requirements. Additionally, some funds are required to be established by State law 
and by bond covenants. All the funds of the City can be divided into three categories: 
governmental funds, proprietary funds, and fiduciary funds. 
 
Governmental Funds. Governmental funds are used to account for essentially the 
same functions reported in the governmental activities in the government-wide 
financial statements. However, governmental fund financial statements focus on 
near-term inflows and outflows of spendable resources, as well as balances on 
these spendable resources at fiscal year-end. These funds are reported using an 
accounting method called modified accrual accounting, which measures cash and all 
other financial assets that can readily be converted to cash. This information is 
helpful in assessing the City’s near-term financing requirements. Fund financials also 
report the City’s operations in greater detail compared to the government-wide 
statements by providing information about the City’s most significant funds. 
 
Because the focus of governmental funds is narrower than that of the government-
wide financial statements, it is useful to compare information presented in the 
governmental funds with the governmental activities. This provides readers with a 
sense of the long-term impacts from the City’s near-term financing decisions. The 
governmental funds balance sheet and the governmental funds statement of 
revenues, expenditures and changes in fund balances are both accompanied by a 
reconciliation to the government-wide financial statements to facilitate comparison 
between governmental funds and governmental activities. 
 
The City maintains 32 individual governmental funds for financial reporting purposes. 
Information is presented separately in the governmental funds balance sheet and in 
the governmental funds statement of revenues, expenditures, and changes in fund 
balance for the General Fund, which is the only major fund this fiscal year. Data for 
the remaining 31 non-major governmental funds are combined into a single, 
consolidated presentation. Individual fund data for each of these non-major 
governmental funds is provided in the non-major funds supplementary information 
section of this report (governmental, special revenue, capital, and debt service). 
 
Proprietary Funds. Proprietary funds are used to account for the same functions 
reported in the in the government-wide financial statements, with a greater level of 
detail including cash flows. The City maintains two types of proprietary funds: 
enterprise funds and internal services funds. Enterprise funds are used to report the 
same activity as business-type activities in the government-wide financial 
statements. Internal service funds are an accounting device for funds that provide 
supplies and services to other programs and activities within the City as well as a 
way to account for inter-fund charges for City departments. The city uses internal 
service funds to account for its fleet services, risk management, and 
postemployment benefits operations. The proprietary fund financial statements 
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provide information for the Transit System, Water, Sewer, and Emergency Medical 
Services funds, which are consider major funds of the City. 
 
Fiduciary Funds. Fiduciary funds consist of private-purpose trust funds and agency 
funds. The City is the trustee, or fiduciary, for its employees’ pension plans. It is also 
responsible for other assets that, because of a trust arrangement, can be used only 
for the trust beneficiaries. All of the City’s fiduciary activities are reported in separate 
Statement of Fiduciary Assets and Liabilities. We exclude these activities from the 
City’s other financial statements because the City cannot use these assets to finance 
its operations. The City is responsible for ensuring that the assets reported in these 
funds are used for their intended purposes. 
 
Fund financial statements. The notes to the basic financial statements provide additional 
information that is essential to a full understanding of the data provided in the government-wide 
and fund financial statements. These notes should be read in conjunction with the financial 
statements to have a greater understanding of the status of the City. 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
As noted earlier, net position can be a useful indicator, over time, of a government’s 
financial position. In the case of the City, assets and deferred outflows of resources 
exceeded liabilities and deferred inflows of resources by $78.0 million at the close of 
this fiscal year. 
 
As shown on the next page, the City’s net position is broken down to three main 
categories: net investment in capital assets, restricted, and unrestricted. Currently, 
the majority of the City’s net position, $428.2 million, is associated with investment in 
capital assets. The City uses these capital assets to provide services to citizens, 
therefore, these assets are not available for future spending. An additional portion of 
the City’s net position, $46.4 million, represents resources that have restrictions on 
how they may be used. The remaining balance of the City’s net position, ($396.6) 
million, represents the City’s unrestricted net position. Due to the implementation of 
GASB 68 and GASB 75, which updated the way the City reported pensions and 
other post-employment benefits, this has made this value negative. The City 
continues to implement its financial plan, paying its CalPERS pension unfunded 
accrued liability (UAL) payments each year, to ensure that the net City’s net pension 
liability is reduced over time. 
 
The City’s net position for fiscal year 2018-19 compared to 2017-18 is shown in 
Table 1: 
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Total current and other assets decreased $40.6 million or 16.5% from the prior fiscal 
year. Governmental activities decreased by $45.3 million and business-type 
increased by $4.7 million. The decrease in governmental activities is primarily due to 
a timing change in the $40 million repayment of the annual Tax Revenue 
Anticipation Note (TRAN) occurring before June 30th, when in prior years it had 
happened after July 1. It is expected this new timing of repayment will continue next 
year, lowering the current assets for the City at fiscal year-end. As a result of this re-
payment there is a corresponding reduction in current liabilities at year-end in the 
amount of $40.0 million described below. 
 
Total deferred outflows of resources decreased by $30.4 million or 25% from the 
prior fiscal year. Governmental activities decreased $24.9 million and business-type 
activities decreased $5.5 million. Per GASB 68, deferred outflows are a consumption 
of net assets related to a future reporting period. As a result of changes in actuarial 
assumptions, including a reduction in the discount rate in the Fiscal Year 2016-17 
GASB 68 Valuation report (used for the Fiscal Year 2017-18 annual report) this had 
increased the plan’s pension liability. This increase was expensed over a three year 
period to smooth the effect for the City. This annual report includes the second year 
of these impacts, and as this increase is expensed it reduces the deferred outflows 
accordingly. 

2019 2018 2019 2018 2019 2018

$137.8 $183.1 $67.7 $63.0 $205.5 $246.1 

336.6     330.7           154.9       154.5 491.5 485.2 

Total assets 474.4 513.8 222.6 217.5 697.0 731.3 

76.4 101.3         14.7         20.2 91.1       121.5 

564.9 581.0 88.4 87.9 653.3 668.9 

14.7 54.3 20.7 14.2 35.4 68.5 

Total liabilities 579.6 635.3 109.1 102.1 688.7 737.4 

        17.2         16.0            4.2            3.6 21.4         19.6 

279.7 272.7 148.5 153.2 428.2 425.9 

46.4 45.4 46.4 45.4 

(372.1) (354.2) (24.5) (21.3) (396.6) (375.5)

Net Position ($46.0) ($36.1) $124.0 $131.9 $78.0 $95.8 

           Activities           Activities                Total

Current and other assets

Table 1
Statement of Net Position

(In Millions)

   Governmental      Business-type

Unrestricted

Capital assets

Long-term debt

Other liabilities

Deferred inflows of resources

Deferred outflows of resources

Restricted

Net investment in capital assets



CITY OF TORRANCE, CALIFORNIA 
 

Management’s Discussion and Analysis 
For the Fiscal Year ended June 30, 2019 

 

10 
 

 
Total current and other liabilities decreased $33.1 million or 48.3% from the prior 
fiscal year. Governmental activities decreased by $39.6 million and business-type 
activities increased by $6.5 million. The decrease in governmental activities is 
primarily driven by the timing of the $40 million repayment of the annual TRAN used 
by the City to pre-pay CalPERS and PARS payments. It is expected the new timing 
of this payment will continue, avoiding the year over year variance. The increase in 
business-type activities is primarily driven by increased accrued liabilities in the 
Transit Fund at year-end. 
 
Total long-term liabilities decreased $15.6 million or 2.3% from the prior fiscal year. 
Governmental activities decreased $16.1 million and business-type activities 
increased $0.5 million. The decrease in this category is primarily driven by a 
reduction in overall net pension liability of $18.0 million and a reduction in OPEB 
liability of $1.5 million compared to the prior fiscal year. 
 
Overall, the City’s total net position decreased a total of $17.8 million which is 
primarily driven by a reduction in Net Pension Liability of $18.0 million offset by a 
reduction in deferred outflows related to the City’s state run pension plan (CalPERS) 
by $30.4 million. Net position of the City’s governmental activities amounted to 
($46.0) million. $279.7 million is invested in capital assets such as land, buildings, 
machinery, infrastructure, equipment and other capital improvements; $46.4 million 
is restricted for streets & highways, capital projects community development, public 
safety and debt service; and ($372.1) million is unrestricted. The net position of the 
City’s governmental activities decreased by $9.9 million (FY2018-19 is ($46.0) 
million compared to FY2017-18 is ($36.1) million). There were no prior period 
adjustments in the City’s governmental activities this past year. Net position of the 
City’s business-type activities amounted to $124.0 million. $148.5 million is invested 
in capital assets, and ($24.5) million is unrestricted.   The net position of the City’s 
business-type activities decreased by $7.9 million (FY2018-19 is $124.0 million 
compared to FY2017-18 is $131.9 million). There were no prior period adjustments 
in the City’s business-type activities this past year. 
 
Changes in net position 
 
The City’s total revenues are $333.8 million and total costs of all programs and 
services are $351.6 million which amounted to a change in net position of ($17.8) 
million during the year (See Table 2).    
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Governmental Activities: Revenues. The City’s governmental activities total 
revenues of $222.1 million, by category, are shown below in Figure A-1.  
 
 

2019 2018 2019 2018 2019 2018

Charges for services $12.4 $11.5 $85.7 $83.2 $98.1 $94.7 

Operating grants/contr 17.2 18.2 22.7 18.4 39.9 36.6 

Capital grants/contr 9.9 5.2 1.6 0.3 11.5 5.5 

Property taxes 52.0 49.3                       -                        -  52.0 49.3 

Sales taxes 49.2 47.2                       -                        -  49.2 47.2 
Utility Users Tax 31.0 30.3                       -                        -  31.0 30.3 
Occupancy Tax 11.6 11.6                       -                        -  11.6 11.6 
Business License Tax 9.2 9.2                       -                        -  9.2 9.2 
Other taxes 13.9 13.3                       -                        -  13.9 13.3 

7.9 4.7 1.5 0.4 9.4 5.1 

Motor vehicle tax (unrestricted) 0.1 0.1                       -                        -  0.1 0.1 
7.7 5.4                   0.2                   0.3 7.9 5.7 

222.1 206.0 111.7 102.6 333.8 308.6 

             35.4                  34.1                       -                        -  35.4 34.1 

            121.5               120.3                       -                        -  121.5 120.3 

             29.5                 29.4                       -                        -  29.5 29.4 

              18.5                  20.1                       -                        -  18.5 20.1 

              16.9                  16.4                       -                        -  16.9 16.4 

                2.6                    2.6                       -                        -  2.6 2.6 
                    -                         -                    3.4                   3.5 3.4 3.5 

                    -                         -                  39.1                29.6 39.1 29.6 
                    -                         -                 43.3                38.3 43.3 38.3 

                    -                         -                    5.3                   5.9 5.3 5.9 
                    -                         -                  12.4                 16.7 12.4 16.7 
                    -                         -                    2.3                   2.4 2.3 2.4 

                    -                         -                    7.6                   7.5 7.6 7.5 
Emergency Medical Services                     -                         -                  13.8                 14.2 13.8 14.2 

    224.4       222.9       127.2        118.1      351.6         341.0 

              (2.3)               (16.9)               (15.5)              (15.5)              (17.8)               (32.4

(7.6) (7.5) 7.6 7.5 0.0 0.0 

($9.9) ($24.4) ($7.9) ($8.0) ($17.8) ($32.4)
Net Position-beginning             (36.1)                35.8               131.9              148.2               95.8                184  
Prior Period adjustment 0.0 (47.5) -                   (8.3)                                    -                 (55.8

Net Position-ending ($46.0) ($36.1) $124.0 $131.9 $78.0 $95.8

  Governmental Business-type
      Activities      Activities

Table 2
Summary of Changes in Net Position

(In Millions)

               Total

Revenues

Public safety

Expenses
General government

Increase (decrease) in net 

Cultural Arts

Parks and Recreation

Total expenses
Excess of revenues over expenses

Miscellaneous

Total revenues

Transfers

Public works

Culture and recreation

Program revenues:

General revenues:

Investment earnings

Community development

Interest on long term debt
Airport

  before transfers

Transit
Water

Sewer
Sanitation
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Overall, revenues for the City’s governmental activities increased by $16.1 million, or 
7.8%, as a result of consistent growth across all revenue streams. The largest 
category of revenue for governmental activities is property tax (including all rolls), 
which represents 23% of total governmental activities revenues. This category 
totaled $52.0 million in fiscal year 2018-19, compared to $49.3 million in fiscal year 
2017-18, which is an increase of $2.7 million or 5.4%. The second largest category 
is sales and use tax, which represents 22% of total governmental activities 
revenues. This category totaled $49.2 million in fiscal year 2018-19, compared to 
$47.2 million in fiscal year 2017-18, which is an increase of $2.0 million or 4.3%. The 
third largest category is utility user’s tax, which represents 14% of total governmental 
activities revenue. This category totaled $31.0 million in fiscal year 2018-19, 
compared to $30.3 million in fiscal year 2017-18, which is an increase of $0.7 million 
or 2.4%. Utility Users Tax revenue growth continues to lag due to receipts in 
telecommunications and cellular. This is the result of residents continuing to cut 
cable services and opt for streaming services in their place. 
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Governmental Activities: Functional Expenses. The City’s governmental activities 
total expenditures of $224.4 million as shown below in Figure A-2.  
 
 

 
 
The City’s governmental activities expenditures increased by $1.5 million, or 0.7%, 
when comparing fiscal year 2018-19 with fiscal year 2017-18. The largest category 
of expense for governmental activities is public safety, which represents 54% of total 
governmental activities expenses. It should be noted that this does not include the 
Emergency Medical Services Fund expenditures, which is included in the business-
type activities. This category totaled $121.5 million in fiscal year 2018-19, compared 
to $120.3 million in fiscal year 2017-18, which is an increase of $1.2 million or 1.0%. 
The second largest category is general government, which represents 16% of total 
governmental activities expenses. This category totaled $35.4 million in fiscal year 
2018-19, compared to $34.1 million in fiscal year 2017-18, which is an increase of 
$1.3 million or 3.9%. The third largest category is public works, which represents 
13% of total governmental activities expenses. This category totaled $29.5 million in 
fiscal year 2018-19, compared to $29.4 million in fiscal year 2017-18, which is an 
increase of $0.1 million or 0.4%.  
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Governmental Activities: Expenses and Program Revenues. The following chart, 
Figure A-3, compares program revenues and expenses for governmental activities 
(excluding interest on long-term debt). 
 

 
 
 
The comparison of direct expenses and program revenues demonstrates the extent 
to which each functional area is self-financing or draws from the general revenues of 
the City. A higher percentage of program revenues to direct expenses indicates a 
particular function is more self-sustaining through program revenues generated by 
activities of that function. In contrast, a lower percentage of program revenues to 
direct expenses indicates a function is primarily financed through general revenues. 
 
The function with the highest percentage of program revenues to direct expenses in 
fiscal year 2018-19 is community development. Community development had 
expenses of $16.9 million and program revenues of $13.9 million, which is a ratio of 
82%. The higher percentage indicates that most of the program expenses in this 
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category are financed by revenues generated within the community development 
category. 
 
The function with the lowest percentage of program revenues to direct expenses in 
fiscal year 2018-19 is public safety. Public safety had expenses of $121.5 million and 
program revenues of $3.8 million, which is a ratio of 3%. However, with public safety, 
it should be noted that the Emergency Medical Services fund, which generates 
additional program revenues is categorized as a business-type activity in the 
government-wide reporting area and is not included in these figures. 
 
Business-type Activities: Revenues. The City’s business-type activities total 
revenues of $111.7 million, by category, are shown below in Figure A-4. 
 
 

 
 
Overall, revenues for the City’s business-type activities increased by $9.1 million, or 
8.9%, as a result of consistent growth in charges for services and operating grants. 
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The largest category of revenue for governmental activities is charges for services, 
which represents 76.7% of total business-type activities revenues. This category 
totaled $85.7 million in fiscal year 2018-19, compared to $83.2 million in fiscal year 
2017-18, which is an increase of $2.5 million or 3.1%. The second largest category 
is operating grants, which represents 20.3% of total business-type activities 
revenues. This category totaled $22.7 million in fiscal year 2018-19, compared to 
$18.4 million in fiscal year 2017-18, which is an increase of $4.3 million or 23.2%. 
This increase is primarily driven by an increase in operating grants and contributions 
received by the City’s Transit Fund, most notably Measure M funding. 
 
Business-type Activities: Expenses. The City’s business-type activities total 
expenses of $127.2 million, by category, are shown below in Figure A-5. 
 

 
 
The City’s business-type activities expenditures increased by $9.1 million, or 7.8%, 
when comparing fiscal year 2018-19 with fiscal year 2017-18. The largest category 
of expense for business-type activities is the City’s Water Fund, which represents 
34% of total business-type activities expenses. This category totaled $43.3 million in 
fiscal year 2018-19, compared to $38.3 million in fiscal year 2017-18, which is an 
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increase of $5.0 million or 13.0%. This change is directly related to increased 
spending on capital projects in the City. The second largest category is the City’s 
Transit System Fund, which represents 31% of total business-type activities 
expenses. This category totaled $39.1 million in fiscal year 2018-19, compared to 
$29.6 million in fiscal year 2017-18, which is an increase of $9.5 million or 32.4%. 
This increase is due to a one-time bad debt expense of uncollected capital 
maintenance operating revenue of $4.5 million in fiscal year 2018-19 and increased 
accrued liabilities at year end. The third largest category is the City’s Emergency 
Medical Services fund, which represents 11% of total business-type activities 
expenses. This category totaled $13.8 million in fiscal year 2018-19, compared to 
$14.2 million in fiscal year 2017-18, which is a decrease of $0.4 million or 2.8%. 
 
Business-type Activities: Expenses and Program Revenues. The following chart, 
Figure A-6, compares program revenues and expenses for the city’s business-type 
activities. 
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The comparison of direct expenses and program revenues demonstrates the extent 
to which each business-type activity area is self-financing, draws from its fund 
balance, or is supplemented with operating transfers. Since the chart above is a 
comparison of direct expenses and program revenues, it also does not include any 
operating transfers out to other funds. Overall the City’s business-type activities fund 
their own operations, except the Cultural Arts Center, Parks and Recreation, and the 
Emergency Medical Services. These three programmatic areas require general fund 
transfers each year to support the daily operations.   
 
 
FINANCIAL ANALYSIS OF THE CITY’S MAJOR FUNDS 

 
Governmental funds 

 
 The focus of the City’s governmental funds is to provide information on near-term 

inflows, outflows, and balances on spendable resources. As the City completed the 
year, its governmental funds reported a combined fund balance of $93.3 million.  
 
General Fund 
 
The General Fund is the main operating fund of the City and the only fund reported 
as a major fund this year. General Fund revenues increased $10.8 million or 6.1% 
from the prior fiscal year. The largest revenues source in the General Fund is 
property tax (including all rolls), which increased $2.5 million of 5.1%. The second 
largest revenue source in the General Fund is sales and use tax, which increased 
$2.0 million or 4.3%. The third largest revenue source in the General Fund is utility 
users tax, which increased $0.7 million or 2.4%. Utility Users Tax revenue growth 
continues to lag due to receipts in telecommunications and cellular. Despite this 
laggard, the City continues to experience consistent growth in its major revenue 
streams. This is the result of residents continuing to cut cable services and opt for 
streaming services in their place. These three revenue streams represent 70.6% of 
total General Fund revenues. 
 
General fund expenditures increased $12.4 million or 7.3% from the prior fiscal year. 
This is primarily driven by an increase in public safety expenditures of $6.8 million or 
6.3%; an increase in general government expenditures of $2.5 million or 13.1%; and 
an increase in community development of $0.5 million or 6.4% over the prior fiscal 
year. These three expenditure categories represent 79.5% of total General Fund 
spending. These increases are not driven by new positions, but rather the costs of 
existing positions including cost of living adjustments and associated position costs, 
such as CalPERS pension costs. 
 
The decrease in General fund balance is $5.0 million this year primarily due to 
transfers to the Capital Improvement Fund for capital projects and transfers to 
supplement the Self Insurance Fund.  
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Proprietary funds 

 
 The Enterprise Funds provide the same basic type of information found in the 

government-wide financial statements but in more detail. The major funds reported 
are the Transit System Fund, Water Fund, Sewer Fund, Sanitation Fund and 
Emergency Medical Services Fund.   
 
The Transit Fund has a decrease in fund equity of $9.3 million this year due to a 
one-time audit adjustment expensing uncollected capital maintenance operating 
revenue of $4.5 million and increased accrued liabilities at year-end.  
 
The Water Fund had a decrease in fund equity of $0.2 million primarily due to 
increased spending on capital projects.  
 
The Sewer Fund had an increase in fund equity of $0.5 million. This Fund improved 
over the prior year’s deficit of ($0.1) million, due to overall reductions in operating 
expenditures.  
 
The Emergency Services Fund has a decrease in fund equity of $0.5 million 
primarily due to a reduced subsidy required from the General Fund to cover current 
liabilities at year end.  
 
General Fund Budgetary Highlights 
 
Over the course of the year, the City has made revisions to its budget upon City 
Council’s approval.  The budget amendments fall into the following categories: 
 
•   Program modifications presented to the Finance and Governmental Operations 

Committee during its first quarter and mid-year budget review presentations.  
Upon approval of the Finance and Governmental Operations Committee, these 
program modifications were taken to City Council for further approval. 

 
•   Budget transfers within the respective General Fund departments are also 

subject to approval by the department head and City Manager’s Office. 
 

During the First Quarter Budget Presentation the following modification was 
approved, with the cost being absorbed by the Water, Sewer and Sanitation Funds:  
 

• Add 1.0 Human Resources Technician to City Manager’s Office (0.50 in Civil 
Service and 0.50 in Human Resources)  

• Delete 0.50 Intern II position from City Manager’s Office, Human Resources 
Division 

• Add $13,950 to Human Resources Division materials budget 
 
During the Mid-Year Budget presentation there were no program modifications. 
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Although the City amended its expenditure budget, actual expenditures were $7.5 
million below the final adopted budget amounts. This is primarily due to salary 
savings caused by vacancies in various departments and savings from materials, 
supplies and services during the year. However, the resources available for 
appropriation were $9.8 million below the final adopted budgeted amount which was 
primarily due to the underperformance in sales tax, utility users’ tax (UUT), and 
occupancy tax. 
 
The City’s General Fund balance of $30.1 million differs from the General Fund’s 
budgetary fund balance of $29.1 million because $1.0 million of encumbrances are 
included for budgetary purposes. 
 
 
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital Assets   
 
The City’s investment in capital assets for its governmental and business type 
activities as of June 30, 2019 amounts to $491.5 million (net of accumulated 
depreciation).  The investment in capital assets includes land, right of way, buildings 
and improvements, equipment, construction in progress, easement and 
infrastructure assets.   
 
 

 
 
 
The total capital assets in the governmental activities increased by $5.9 million 
($336.6 million compared to $330.7 million in 2017-18) and the business-type 
activities increased by $0.4 million ($154.9 million compared to $154.5 million in 
2017-18). More detailed information about the City’s capital assets and its activities 
during the year is shown in Note 3 of the Notes to the Basic Financial Statements.  
 

2019 2018 2019 2018 2019 2018

Land $78.0 $78.0 $8.8 $6.9 $86.8 $84.9 

Right of Way 19.3 19.3                 -               -  19.3 19.3 

Construction in progress 22.0 16.0 5.1 14.1 27.1 30.1 

Infrastructure 151.8 153.6 102.5 94.5 254.3 248.1 

Buildings and improvements 43.7 42.9 6.2 5.3 49.9 48.2 

Equipment 21.8 20.9 30.9 32.3 52.7 53.2 

Easement                   -                  -  1.4 1.4 1.4              1.4 

Total $336.6 $330.7 $154.9 $154.5 $491.5 $485.2

Table 3
Capital Assets

(net of depreciation, in millions)

         Activities        Activities           Total
     Governmental   Business-type
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Long-term debt   
 
At the end of the fiscal year, the City had total bonded debt outstanding of $59.3 
million as shown in Table 5.  More detailed information about the City’s long-term 
liabilities is presented in Notes 6 and 7 of the notes to the basic financial statements. 
 

 
 
 
The City currently has $58.0 million of outstanding bonded debt or 0.2% of assessed 
value of all real and personal property of the City. During fiscal year 2018-19 the 
total bonded debt of the City decreased by $1.3 million.  The decrease is primarily 
due to the annual payments on of the City’s current outstanding certificates of 
participation. 
 
The City’s General Fund has a “AA” rating for Lease Revenue Obligations from S&P 
Global Ratings (Standard & Poor’s) and a “Aa2” from Moody’s Investor Service.  The 
City’s short term note rating is an SP-1+ from S&P Global Ratings. 
 
Additionally, the City’s Water Fund has outstanding debt of $5.0 million due to the 
installment sale agreement to fund the North Torrance Well Field Project. 
   

  
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES 
 
Key Highlights of the 2019-20 Budget 
 
The City Council adopted in May 2019, the first year (2019-20 fiscal year) of the Two 
Year Operating budget. This budget is balanced and forecasts a balanced budget 
throughout the next five years. The five year projection reflects revenue growth of 
2.6% to 2.7% which is consistent with the five-year forecast presented in 2018-19.  
 
Self-Insurance Fund: 
 
The budget increases the General Fund contribution by an additional $200,000 
annually for the 2019-20 budget and through the five year forecast. 
 

2019 2018 2019 2018 2019 2018

Revenue bonds and notes

(backed by specific tax
and fee revenues) 58.0$     59.3$     5.0$        -$       63.0$     59.3$     

Table 4
Outstanding Debt

(In Millions)

          Activities            Activities                 Total
      Governmental       Business-type
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Police Equipment Replacement Fund: 
 
The budget includes a new annual subsidy of $100,000 in the General Fund to fund 
the replacement of automatic license plate readers (ALPR) and unmanned aircraft 
systems (UAS), better known as drones. 
 
Employee Pensions: 
 

• The City is primarily a service organization with 77% of the General Fund 
budget in labor. 

• Pension costs are based on the State CalPERS actuarial evaluation. Recent 
revisions have impacted City pension costs as follows: 

o Reducing the discount rate to 7.0% beginning with June 30, 2018 
valuation 

o Increased mortality rates 
o Amortizes gains/losses over 20 years rather than 30 years (effective 

June 30, 2019 valuation). 
• CalPERS pension costs as percentage of the general fund budget is 22.7%. 

This is projected to peak at 23.7% of the general fund budget in the 2022-23 
fiscal year.  

o In FY2015-16 the City made an additional contribution to CalPERS in 
the amount of $3.2 million and in FY 2016-17 the City set aside 
another $3.4 million to offset pension obligations bringing the total to 
$6.6 million. The City also sets aside an additional $210 thousand 
dollar payment to CalPERS annually. 

• The City has implemented several “tiered” pension benefits that transfers 
more of the pension costs to new employees while reducing some pension 
benefits. This plan currently realizes savings of over $3.8 million annually, 
which will increase as new employees are hired. 

 
 
Other Post-Employment Benefits (OPEB): 
 

• The City continues to fund its actuarially determined contributions (ADC) for 
Other Post-Employment Benefits. 

• OPEB mainly covers health benefits for retirees of roughly $136 a month for 
Miscellaneous employees and up to an additional $130 to $332 a month for 
Fire and Police retirees. 

 
Workforce: 
 
The City is experiencing an increase in employee retirements and staff turnover as 
the current workforce ages.  Efforts toward recruitment indicate a shortage of viable 
qualified candidates in the current labor market. 
 
 



CITY OF TORRANCE, CALIFORNIA 
 

Management’s Discussion and Analysis 
For the Fiscal Year ended June 30, 2019 

 

23 
 

Employee Memorandums of Understanding (MOUs): 
 
Wage and benefit packages have been settled for all labor groups. Fire MOUs are 
set to expire June 2022, Police MOUs are set to expire December 2023, with others 
expiring in June 2020.   
 
CONTACTING THE CITY’S FINANCIAL MANAGEMENT 

 
This financial report is designed to provide our citizens, taxpayers, customers, and 
investors and creditors with a general overview of the City’s finances and to 
demonstrate the City’s accountability for the money it receives.  If you have any 
questions, about this report or need additional financial information, contact the City 
of Torrance Finance Department, 3031 Torrance Blvd., Torrance, California 90503. 
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N O N - M A J O R  S P E C I A L  R E V E N U E  F U N D S

Special Revenue Funds are used to account 
for the proceeds of specific revenue sources 
(other than expendable and nonexpendable 
trusts) that are restricted by law to expenditure 
for specified purposes. 

The PARKS AND RECREATION FACILITIES 
FUND is used to account of the revenues 
and expenditures in connection with the 
City’s park and recreation facilities tax.

The RENTAL ASSISTANCE PROGRAM FUND is 
used to account for the operations of the  
Federal rental assistance program which  
provides relief for lower income families. 

The SEISMIC EDUCATION FUND is used to 
account for the training and developing  
of the City’s staff on seismic activities. 

The STREET LIGHTING ASSESSMENT FUND is used 
to account for the revenues and expenditures 
associated with the maintenance and use of 
the City’s street lighting system.

The DRAINAGE IMPROVEMENT FUND is used to 
account for the revenues and expenditures in 
connection with the improvement of the  
City’s drainage system.

The PARKS, REHABILITATION AND OPEN 
SPACE, PARK EQUIPMENT REPLACEMENT, 
AND GREENWOOD PARK IMPROVEMENT  
REPLACEMENT FUNDS are used to account 
for the resources generated by a fee  
imposed on new dwelling construction 
and certain remodeling of dwellings.

The PROPOSITION A FUND is used to develop 
and improve local public transit, paratransit 
and related transportation infrastructure.

The PROPOSITION C FUND is used to improve 
transit service and operations, reduce traffic 
congestion, improve air quality, efficiently  
operate and improve the condition of the 
streets and freeways utilized by public transit 
and reduce foreign fuel dependence.

The MEASURE M LOCAL RETURN FUND is used for 
street and roads improvements, traffic control 
measures, bikeway and pedestrian improve-
ments, and public transit services.

C O M P R E H E N S I V E  A N N U A L  F I N A N C I A L  R E P O R T

The MEASURE R LOCAL RETURN AND HIGHWAY 
FUND is used for planning, right of way 
acquisitions, engineering, administration, 
construction improvement, maintenance, 
and operation of public streets and roads, 
highways and exclusive public mass transit 
guide ways.

The VANPOOL RIDESHARE FUND is used to  
account for rideshare revenues from Prop 
C and fares, and to account for rideshare 
expenses.

The BICYCLE TRANSPORTATION FUND is used 
to account for the revenues and  
expenditures in connection with the  
City’s bicycle transportation program.

The ANIMAL CONTROL FUND is used to  
account for animal licenses, permits and  
operations of the Animal Control Program.

The LOW MOD HOUSING FUND is used  
to account for the revenues and expenditures 
in connection with developing and managing 
affordable housing for low, very low and  
extreme low income households.

The DEVELOPMENT IMPACT FUND is used to  
account for the transportation, utility  
undergrounding, sewer storm drain, Police & 
Fire impact fees that will be used to finance 
facilities identified by the study’s needs list.

The GEOLOGIC HAZARD ABATEMENT FUND  
is used to account for the costs of  
installation and construction of improvements 
necessary to the prevention,  
mitigation, abatement, or control of a  
geologic hazard within the City.

The STATE GAS TAX STREET IMPROVEMENT FUND 
is used to account for the State gasoline tax 
revenues received from the State which are 
used for maintenance and improvement of 
the City’s streets.

The AIR QUALITY MANAGEMENT DISTRICT FUND 
is used to account for City compliance with air 
quality management regulations.

The MEADOW PARK PARKING LOT DISTRICT 
FUND is used to account for the revenues and 
expenditures generated through the cleaning 
and maintenance of the Meadow Park park-
ing lot district.

The POLICE INMATE WELFARE FUND is  
comprised of any money, refund, rebate 
or commission received from a telephone 
company or pay telephone provider when 
the money is attributable to the use of pay 
telephones which are primarily used by 
inmates while incarcerated.

The GRANTS AND DONATIONS FUND is used 
to account for monies received for the  
purpose of providing educational, cultural 
and recreational needs of the community 
and for specific infrastructure projects.

The COMMUNITY DEVELOPMENT BLOCK 
GRANT FUND is used to account for the 
funds allocated by the US Department 
of Housing and Urban Development to 
the City for community and infrastructure 
development.

The FEDERAL HOUSING AND REHABILITATION 
FUND is used to account for the activities of 
the Federal Housing and Rehabilitation Grant.

The ASSET FOREFEITURE FUND  is  used to 
account for resources used solely for 
investigation, detection and prosecution 
of cr iminal activit ies.  This includes the 
purchase of equipment, investigation 
training, and developing/acquir ing 
personnel resources.

The PROPOSITION 1B FUND is used to account 
for monies received from the State out of the 
State general obligation bonds for the purpose 
of providing roadway extension, rehabilitation 
and reconstruction.

The DNA SAMPLING FUND is used to  
account for DNA sampling of arrestees  
that is reimbursed by the State.
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N O N - M A J O R  C A P I T A L  P R O J E C T  F U N D S

The Capital Project funds are used to account for resources used for the acquisition or construction of major 
capital facilities, except for those financed by certain Special Revenue and Proprietary Funds.

The CAPITAL IMPROVEMENT FUND is used to account for construction of street improvements, storm drain  
and building improvements and other capital projects within the City.

The TORRANCE PUBLIC PROPERTY FINANCING CAPITAL PROJECT FUND is used to account for construction  
of capital improvements related to an emergency operation center and any other public capital  
improvements selected by the City.
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N O N - M A J O R  D E B T  S E R V I C E  F U N D S

The Debt Service funds are used to account for the accumulation of resources for, and the payment of,  
principal and interest on specific long-term obligations of the City.

The TORRANCE PUBLIC PROPERTY FINANCING DEBT SERVICE FUND is used to account for debt service related  
to certificates of participation issued to provide for the refinance of a lease obligation that financed certain 
facilities and capital improvements within the City and the acquisition of real property for a regional transit 
center.
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I N T E R N A L  S E R V I C E  F U N D S

The Internal Service funds are used to account for financing of goods or services provided by one City department  
to other departments of the City and to other governmental units on a cost-reimbursement basis.

The SELF-INSURANCE FUND is used to finance and account for the City’s risk management and self-insurance  
programs.

The FLEET SERVICES FUND is used to finance and account for the City’s vehicular equipment.
 
The POSTEMPLOYMENT/COMP ABSENCES FUND is used to account for interfund charges to the City’s departments  
for postemployment benefits and compensated absences.

C O M P R E H E N S I V E  A N N U A L  F I N A N C I A L  R E P O R T
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A G E N C Y  F U N D S

The Agency funds are used to account for assets held by the City in a fiduciary capacity for individuals, 
governmental entities and others.

The SPECIAL DEPOSITS FUND is used to account for private donations, deposits and other funds disbursements 
on projects of the general government.

The FLEXIBLE BENEFITS FUND is used to account for unspent pre-tax benefits funds collected from the  
participating employees of the City.

The ENVIRONMENTAL TRUST FUND is used to account for the cost of analysis and evaluation of air  
pollutants potentially derived from refineries.

The PROPERTY ROOM EVIDENCE FUND is used to account for the safekeeping and disbursement of evidence 
held in the Police property room.

The TORRANCE TOURISM BUSINESS IMPROVEMENT DISTRICT FUND is used to account for funds contributed  
by lodging businesses to market the area, including promotional activities, special events, and programs  
in order to increase business.

The INTEROPERABILITY NETWORK OF THE SOUTH BAY FUND is used to account for funds contributed by  
Network member cities to enhance the public safety and general government land mobile radio  
capabilities of it’s members by developing and managing a wide-area interoperable government  
communications network. 
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APPENDIX D 
 

PROPOSED FORM OF OPINION OF BOND COUNSEL 
 
 
 
 

_______, 2020 
 
 
 
Torrance Joint Powers Financing Authority 
3031 Torrance Blvd 
Torrance, CA 90503 
 
 
OPINION:  $___________ Torrance Joint Powers Financing Authority Lease Revenue Bonds, 

Series 2020 (Federally Taxable)  
 
 
Members of the Board of Directors of the Authority: 
 

We have acted as bond counsel to the Torrance Joint Powers Financing Authority (the 
“Authority”) in connection with the issuance by the Authority of the captioned bonds dated the 
date hereof (the "Bonds").  In such capacity, we have examined such law and such certified 
proceedings, certifications and other documents as we have deemed necessary to render this 
opinion. 

 
The Bonds are issued pursuant to Articles 10 and 11 of Chapter 3 of Part 1 of Division 2 

of Title 5 of the Government Code of the State of California (the "Bond Law"), the Indenture of 
Trust, dated as of October 1, 2020 (the “Indenture”), by and between the Authority and The Bank 
of New York Mellon Trust Company, N.A., as trustee (the "Trustee "), and a resolution (the 
"Resolution") of the Board of Directors of the Authority adopted July 28, 2020.  Under the 
Indenture, the Authority has pledged certain revenues (the “Revenues”) for the payment of 
principal, premium (if any), and interest on the Bonds when due, including lease payments made 
by the City of Torrance (the “City”) under a Lease Agreement dated as of October 1, 2020 (the 
“Lease Agreement”) between the Authority and the City. 

 
Regarding questions of fact material to our opinion, we have relied on representations of 

the Authority contained in the Indenture and the City contained in the Lease Agreement, and in 
the certified proceedings and other certifications of public officials furnished to us, without 
undertaking to verify the same by independent investigation. 

 
Based on the foregoing, we are of the opinion that, under existing law: 
 
1. The Authority is a duly created and validly existing joint exercise of powers 

authority with the power to adopt the Resolution, enter into the Indenture and perform the 
agreements on its part contained therein, and issue the Bonds. 
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Page 2 
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2. The City is a duly created and validly existing charter city and municipal corporation 
with the power to enter into the Lease Agreement and perform the agreements on its part 
contained therein. 

 
3.  The Indenture has been duly authorized, executed and delivered by the Authority, 

and constitutes a valid and binding obligation of the Authority, enforceable against the Authority. 
 
4. The Lease Agreement has been duly authorized, executed and delivered by the 

Authority and the City, and constitutes a valid and binding obligation of the Authority and the City, 
enforceable against the Authority and the City. 

 
5. The Indenture creates a valid lien on the Revenues and other funds pledged by 

the Indenture for the security of the Bonds, on a parity with other bonds (if any) issued or to be 
issued under the Indenture. 

 
6. The Bonds have been duly authorized and executed by the Authority, and are valid 

and binding limited obligations of the Authority, payable solely from the Revenues and other funds 
provided therefor in the Indenture. 

 
7.   Interest on the Bonds is exempt from personal income taxation imposed by the 

State of California. 
 
We express no opinion regarding any other tax consequences arising with respect to the 

ownership, sale or disposition of, or the amount, accrual or receipt of interest on, the Bonds. 
 
The rights of the owners of the Bonds and the enforceability of the Bonds and the 

Indenture are limited by bankruptcy, insolvency, reorganization, moratorium and other similar laws 
affecting creditors' rights generally, and by equitable principles, whether considered at law or in 
equity. 

 
This opinion is given as of the date hereof, and we assume no obligation to revise or 

supplement this opinion to reflect any facts or circumstances that may hereafter come to our 
attention, or any changes in law that may hereafter occur. Our engagement with respect to this 
matter has terminated as of the date hereof. 

 
Respectfully submitted, 
 
 
 
A Professional Law Corporation 
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APPENDIX E 
 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 
 

$_________ 
TORRANCE JOINT POWERS FINANCING AUTHORITY 

LEASE REVENUE BONDS, SERIES 2020 
(FEDERALLY TAXABLE)  

  
 

This Continuing Disclosure Certificate (this “Disclosure Certificate”) is executed and 
delivered by the City of Torrance (the “City”) in connection with the issuance by the Torrance Joint 
Powers Financing Authority (the “Authority”) of the bonds captioned above (the “Bonds”).  The 
Bonds are being issued under an Indenture of Trust dated as of October 1, 2020 (the “Indenture”), 
by and between the Authority and The Bank of New York Mellon Trust Company, N.A., as trustee 
(the “Trustee”).  The City hereby covenants and agrees as follows: 

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

executed and delivered by the City on behalf of itself and the Authority for the benefit of the holders 
and beneficial owners of the Bonds and in order to assist the Participating Underwriter in 
complying with S.E.C. Rule 15c2-12(b)(5). 

 
Section 2.  Definitions.  In addition to the definitions set forth above and in the Indenture, 

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

 
“Annual Report” means any Annual Report provided by the City pursuant to, and as 

described in, Sections 3 and 4 of this Disclosure Certificate. 
 
“Annual Report Date” means nine months after the end of the City’s fiscal year (currently 

April 1, based on the City’s fiscal year-end of June 30).  
 
“Dissemination Agent” means, initially, NHA Advisors, LLC, and any successor 

Dissemination Agent designated in writing by the City and which has filed with the City a written 
acceptance of such designation.  

 
“Listed Events” means any of the events listed in Section 5(a) of this Disclosure Certificate. 
 
“MSRB” means the Municipal Securities Rulemaking Board, which has been designated 

by the Securities and Exchange Commission as the sole repository of disclosure information for 
purposes of the Rule, or any other repository of disclosure information that may be designated by 
the Securities and Exchange Commission as such for purposes of the Rule in the future.  

  
“Official Statement” means the final official statement dated _________, 2020, executed 

by the City and the Authority in connection with the issuance of the Bonds.  
 
“Participating Underwriter” means, collectively, Morgan Stanley & Co. LLC, BofA 

Securities, Inc. and Siebert Williams Shank & Co. LLC, the original purchasers of the Bonds 
required to comply with the Rule in connection with offering of the Bonds.  
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“Rule” means Rule 15c2-12(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of 1934, as the same may be amended from time to time. 

 
Section 3.  Provision of Annual Reports. 
 
(a) The City shall, or shall cause the Dissemination Agent to, not later than the Annual 

Report Date, commencing April 1, 2021, with the report for the 2019-20 Fiscal Year, provide to 
the MSRB, in an electronic format as prescribed by the MSRB, an Annual Report that is consistent 
with the requirements of Section 4 of this Disclosure Certificate.  Not later than 15 Business Days 
prior to the Annual Report Date, the City shall provide the Annual Report to the Dissemination 
Agent (if other than the City).  If by 15 Business Days prior to the Annual Report Date the 
Dissemination Agent (if other than the City) has not received a copy of the Annual Report, the 
Dissemination Agent shall contact the City to determine if the City is in compliance with the 
previous sentence. The Annual Report may be submitted as a single document or as separate 
documents comprising a package, and may include by reference other information as provided in 
Section 4 of this Disclosure Certificate; provided that the audited financial statements of the City 
may be submitted separately from the balance of the Annual Report, and later than the Annual 
Report Date, if not available by that date.  If the City’s Fiscal Year changes, it shall give notice of 
such change in the same manner as for a Listed Event under Section 5(b). The City shall provide 
a written general fund with each Annual Report furnished to the Dissemination Agent to the effect 
that such Annual Report constitutes the Annual Report required to be furnished by the City 
hereunder.  

 
(b) If the City does not provide (or cause the Dissemination Agent to provide) an 

Annual Report by the Annual Report Date, the City shall provide (or cause the Dissemination 
Agent to provide) a notice to the MSRB, in an electronic format as prescribed by the MSRB. 

 
(c) With respect to each Annual Report, the Dissemination Agent shall: 
 

(i) determine each year prior to the Annual Report Date the then-applicable 
rules and electronic format prescribed by the MSRB for the filing of annual continuing 
disclosure reports; and  

 
(ii) if the Dissemination Agent is other than the City, file a report with the City 

certifying that the Annual Report has been provided pursuant to this Disclosure Certificate, 
and stating the date it was provided.  
 
Section 4. Content of Annual Reports. The City’s Annual Report shall contain or 

incorporate by reference the following: 
 
(a) Financial Statements. Audited financial statements of the City for the preceding fiscal 

year, prepared in accordance generally accepted accounting principles. If the City’s audited 
financial statements are not available by the time the Annual Report is required to be filed 
pursuant to Section 3(a), the Annual Report shall contain unaudited financial statements in a 
format similar to the financial statements contained in the final Official Statement, and the audited 
financial statements shall be filed in the same manner as the Annual Report when they become 
available.  

 
(b) Other Annual Information. To the extent not included in the audited final statements of 

the City, the Annual Report shall also include financial and operating data with respect to the City 
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for preceding fiscal year, substantially similar to that provided in the corresponding tables and 
charts in the Official Statement, as follows:  

 
1. general fund summary of revenues and expenditures in substantially the form 

of Table No. A-2; 
 
2. general fund balance sheet in substantially the form of Table No. A-3; 
 
3. fiscal year budget information shown in Table No. A-4; 
 
4. general fund tax revenues by source in substantially the form of Table No. A-

5; 
 
5. sales tax rates in substantially the form of Table No. A-9; 
 
6. assessed valuation of property in the City in substantially the form of Table No. 

A-6 and the current property tax levy and collections in substantially the form 
of Table No. A-7; 

 
7. updated description of outstanding general fund debt and lease obligations; 
 
8. the outstanding principal amount of the Bonds; 
 
9. summary of the City’s investment portfolio for the preceding fiscal year in 

substantially the form of Table A-14;  
 
10. the following information relating to the City’s retirement system: (a) the total 

annual pension cost for the preceding fiscal year, (b) the City’s contribution to 
the pension plan on behalf of its employees, (c) the funded ratio of the pension 
plan and (d) the investment gains/losses in CalPERS for the most recent fiscal 
year for which the information is available; and 

 
11. the following information relating to the City’s OPEB system: (a) the total 

annual required contribution for the preceding fiscal year, (b) the City’s 
contribution to the OPEB cost and (c) the net OPEB liability. 

 
(c) In addition to any of the information expressly required to be provided under this 

Disclosure Certificate, the City shall provide such further material information, if any, as may be 
necessary to make the specifically required statements, in the light of the circumstances under 
which they are made, not misleading. 

 
 (d) Any or all of the items listed above may be included by specific reference to other 

documents, including official statements of debt issues of the City or related public entities, which 
are available to the public through the MSRB. The City shall clearly identify each such other 
document so included by reference. If the document included by reference is a final official 
statement, it must be available from the MSRB.  

 



 

E-4 

Section 5.  Reporting of Listed Events.  
 
(a) The City shall give, or cause to be given, notice of the occurrence of any of the 

following Listed Events with respect to the Bonds: 
 

(1) Principal and interest payment delinquencies. 
 
(2) Non-payment related defaults, if material. 
 
(3) Unscheduled draws on debt service reserves reflecting financial difficulties. 
 
(4) Unscheduled draws on credit enhancements reflecting financial difficulties. 
 
(5) Substitution of credit or liquidity providers, or their failure to perform. 
 
(6) Adverse tax opinions, the issuance by the Internal Revenue Service of 

proposed or final determinations of taxability, Notices of Proposed Issue 
(IRS Form 5701-TEB) or other material notices or determinations with 
respect to the tax status of the Bonds, or other material events affecting the 
tax status of the Bonds. 

 
(7) Modifications to rights of security holders, if material. 
 
(8) Bond calls, if material, and tender offers. 
 
(9) Defeasances. 
 
(10) Release, substitution, or sale of property securing repayment of the 

securities, if material. 
 
(11) Rating changes (without any obligation to provide any notices of changes in 

the outlook assigned to or associated with any rating). 
 
(12) Bankruptcy, insolvency, receivership or similar event of the City.  
 
(13) The consummation of a merger, consolidation, or acquisition involving the 

City, or the sale of all or substantially all of the assets of the City (other than 
in the ordinary course of business), the entry into a definitive agreement to 
undertake such an action, or the termination of a definitive agreement 
relating to any such actions, other than pursuant to its terms, if material. 

 
(14) Appointment of a successor or additional Trustee or the change of name of 

the Trustee, if material.  
 
(15) Incurrence of a financial obligation of the City, if material, or agreement to 

covenants, events of default, remedies, priority rights, or other similar terms 
of a financial obligation of the City, any of which affect security holders, if 
material. 
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(16) Default, event of acceleration, termination event, modification of terms, or 
other similar events under the terms of a financial obligation of the City, any 
of which reflect financial difficulties. 

 
(b) Upon the occurrence of a Listed Event, the City shall, or shall cause the Dissemination 

Agent (if not the City) to, file a notice of such occurrence with the MSRB, in an electronic format 
as prescribed by the MSRB, in a timely manner not in excess of 10 Business Days after the 
occurrence of the Listed Event.  Notwithstanding the foregoing, notice of Listed Events described 
in subsection (a)(8) above need not be given under this subsection any earlier than the notice (if 
any) of the underlying event is given to holders of affected Bonds under the Indenture. 

 
(c) The City acknowledges that the events described in subparagraphs (a)(2), (a)(7), (a)(8) 

(if the event is a bond call), (a)(10), (a)(13), (a)(14), and (a)(15) of this Section 5 contain the 
qualifier “if material” and that subparagraph (a)(6) also contains the qualifier “material” with 
respect to certain notices, determinations or other events affecting the tax status of the Bonds.  
The City shall cause a notice to be filed as set forth in paragraph (b) above with respect to any 
such event only to the extent that it determines the event’s occurrence is material for purposes of 
U.S. federal securities law.  Upon occurrence of any of these Listed Events, the City will as soon 
as possible determine if such event would be material under applicable federal securities law.  If 
such event is determined to be material, the City will cause a notice to be filed as set forth in 
paragraph (b) above. 

 
(d) For purposes of this Disclosure Certificate, any event described in paragraph (a)(12) 

above is considered to occur when any of the following occur:  the appointment of a receiver, 
fiscal agent, or similar officer for the City in a proceeding under the United States Bankruptcy 
Code or in any other proceeding under state or federal law in which a court or governmental 
authority has assumed jurisdiction over substantially all of the assets or business of the City, or if 
such jurisdiction has been assumed by leaving the existing governing body and officials or officers 
in possession but subject to the supervision and orders of a court or governmental authority, or 
the entry of an order confirming a plan of reorganization, arrangement, or liquidation by a court or 
governmental authority having supervision or jurisdiction over substantially all of the assets or 
business of the City. 

 
(e) For purposes of Section 5(a)(15) and (16), “financial obligation” means a (i) debt 

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

 
Section 6. Identifying Information for Filings with the MSRB.  All documents provided to 

the MSRB under the Disclosure Certificate shall be accompanied by identifying information as 
prescribed by the MSRB.  

 
Section 7.  Termination of Reporting Obligation.  The City’s obligations under this 

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

 
Section 8.  Dissemination Agent.  The City may, from time to time, appoint or engage a 

Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, 
and may discharge any such Agent, with or without appointing a successor Dissemination Agent.  
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The initial Dissemination Agent will be the City. Any Dissemination Agent may resign by providing 
30 days’ written notice to the City. 

 
Section 9.  Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 

Certificate, the City may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied: 

 
(a) if the amendment or waiver relates to the provisions of Sections 3(a), 4 or 5(a), it 

may only be made in connection with a change in circumstances that arises from 
a change in legal requirements, change in law, or change in the identity, nature, or 
status of an obligated person with respect to the Bonds, or type of business 
conducted; 

 
(b) the undertakings herein, as proposed to be amended or waived, would, in the 

opinion of nationally recognized bond counsel, have complied with the 
requirements of the Rule at the time of the primary offering of the Bonds, after 
taking into account any amendments or interpretations of the Rule, as well as any 
change in circumstances; and 

 
(c) the proposed amendment or waiver either (i) is approved by holders of the Bonds 

in the manner provided in the Indenture for amendments to the Indenture with the 
consent of holders, or (ii) does not, in the opinion of nationally recognized bond 
counsel, materially impair the interests of the holders or beneficial owners of the 
Bonds. 

 
If the annual financial information or operating data to be provided in the Annual Report is 

amended pursuant to the provisions hereof, the first annual financial information filed pursuant 
hereto containing the amended operating data or financial information shall explain, in narrative 
form, the reasons for the amendment and the impact of the change in the type of operating data 
or financial information being provided.  

 
If an amendment is made to the undertaking specifying the accounting principles to be 

followed in preparing financial statements, the annual financial information for the year in which 
the change is made shall present a comparison between the financial statements or information 
prepared on the basis of the new accounting principles and those prepared on the basis of the 
former accounting principles.  The comparison shall include a qualitative discussion of the 
differences in the accounting principles and the impact of the change in the accounting principles 
on the presentation of the financial information, in order to provide information to investors to 
enable them to evaluate the ability of the City to meet its obligations.  To the extent reasonably 
feasible, the comparison shall be quantitative.   

 
A notice of any amendment made pursuant to this Section 9 shall be filed in the same 

manner as for a Listed Event under Section 5©. 
 
Section 10.  Additional Information.  Nothing in this Disclosure Certificate shall be deemed 

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

 
Section 11.  Default.  In the event of a failure of the City to comply with any provision of 

this Disclosure Certificate, the Participating Underwriter or any holder or beneficial owner of the 
Bonds may take such actions as may be necessary and appropriate, including seeking mandate 
or specific performance by court order, to cause the City to comply with its obligations under this 
Disclosure Certificate.  A default under this Disclosure Certificate shall not be deemed an Event 
of Default under the Indenture, and the sole remedy under this Disclosure Certificate in the event 
of any failure of the City to comply with this Disclosure Certificate shall be an action to compel 
performance. 

 
Section 12.  Duties, Immunities and Liabilities of Dissemination Agent.   
 
(a) The Dissemination Agent shall have only such duties as are specifically set forth in this 

Disclosure Certificate, and the City agrees to indemnify and save the Dissemination Agent, its 
officers, directors, employees and agents, harmless against any loss, expense and liabilities 
which it may incur arising out of or in the exercise or performance of its powers and duties 
hereunder, including the costs and expenses (including attorneys fees) of defending against any 
claim of liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful 
misconduct.  The Dissemination Agent shall have no duty or obligation to review any information 
provided to it hereunder and shall not be deemed to be acting in any fiduciary capacity for the 
City, the Bond owners or any other party.  The obligations of the City under this Section shall 
survive resignation or removal of the Dissemination Agent and payment of the Bonds. 

 
(b) The Dissemination Agent shall be paid compensation by the City for its services 

provided hereunder in accordance with its schedule of fees as amended from time to time, and 
shall be reimbursed for all expenses, legal fees and advances made or incurred by the 
Dissemination Agent in the performance of its duties hereunder. 

 
Section 13.  Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of 

the City, the Dissemination Agent, the Participating Underwriter and holders and beneficial 
owners from time to time of the Bonds, and shall create no rights in any other person or entity. 
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Section 14. Counterparts.  This Disclosure Certificate may be executed in several 
counterparts, each of which shall be regarded as an original, and all of which shall constitute one 
and the same instrument.  

 
Date: _______, 2020 

 
CITY OF TORRANCE 
 
 
 
By:    

Aram Chaparyan 
City Manager 

NHA ADVISORS, LLC, 
as Dissemination Agent 
 
 
 
By:   
 
 



 

F-1 

APPENDIX F 
 

DTC AND THE BOOK-ENTRY ONLY SYSTEM 
 

The following description of the Depository Trust Company (“DTC”), the procedures and 
record keeping with respect to beneficial ownership interests in the Bonds, payment of principal, 
interest and other payments on the Bonds to DTC Participants or Beneficial Owners, confirmation 
and transfer of beneficial ownership interest in the Bonds and other related transactions by and 
between DTC, the DTC Participants and the Beneficial Owners is based solely on information 
provided by DTC.  Accordingly, no representations can be made concerning these matters and 
neither the DTC Participants nor the Beneficial Owners should rely on the foregoing information 
with respect to such matters, but should instead confirm the same with DTC or the DTC 
Participants, as the case may be.   

 
Neither the Authority (the “Issuer”) nor the Trustee (the “Agent”) take any responsibility for 

the information contained in this Appendix.  
 
No assurances can be given that DTC, DTC Participants or Indirect Participants will 

distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with 
respect to the Bonds, (b) certificates representing ownership interest in or other confirmation or 
ownership interest in the Bonds, or (c) redemption or other notices sent to DTC or Cede & Co., 
its nominee, as the registered owner of the Bonds, or that they will so do on a timely basis, or that 
DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this 
Appendix.  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. 

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

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

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

organized under the New York Banking Law, a “banking organization” within the meaning of the 
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within 
the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered 
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and 
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate 
and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s 
participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade 
settlement among Direct Participants of sales and other securities transactions in deposited 
securities, through electronic computerized book-entry transfers and pledges between Direct 
Participants’ accounts.  This eliminates the need for physical movement of securities certificates.  
Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding 
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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 and www.dtc.org. The information 
contained on this Internet site is not incorporated herein by reference. 

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

Participants, which will receive a credit for the Securities on DTC’s records.  The ownership 
interest of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded 
on the Direct and Indirect Participants’ records.  Beneficial Owners will not receive written 
confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive 
written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction.  Transfers of ownership interests in the Securities are to be accomplished by 
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial 
Owners.  Beneficial Owners will not receive certificates representing their ownership interests in 
Securities, except in the event that use of the book-entry system for the Securities is discontinued.  

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

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

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

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

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

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

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

 
8. Redemption proceeds, distributions, and dividend payments on the Securities will be 

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

 
9. A Beneficial Owner shall give notice to elect to have its Securities purchased or 

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

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

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

 
11. Issuer may decide to discontinue use of the system of book-entry-only transfers 

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

 
12. The information in this section concerning DTC and DTC’s book-entry system has 

been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility 
for the accuracy thereof. 
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