
 

 

 
 

Successor Agency to the  
Cerritos Redevelopment Agency 

 

Cerritos, California 

 
 
 

Independent Auditors’ Report 
and Financial Statements 

 

For the year ended June 30, 2013 
 



  

 



Successor Agency to the Cerritos Redevelopment Agency 
Financial Statements 

For the year ended June 30, 2013 
 

TABLE OF CONTENTS 
 

 
Page 

 
Independent Auditors’ Report  ................................................................................................................................... 1 
 
Financial Statements: 
 

Statement of Fiduciary Net Position ....................................................................................................................... 4 

Statement of Changes in Fiduciary Net Position .................................................................................................... 5 
 
Notes to Financial Statements ................................................................................................................................. 7 
 



 
 



9 Corporate Park 
Suite 130 

Irvine, California 92606 
 

Phone: (949) 777-8800 
Fax: (949) 777-8850 

www.pm-llp.com 
 
 

INDEPENDENT AUDITORS’ REPORT 
 
 
To the Governing Board and Oversight Committee 

of the Successor Agency to the Cerritos Redevelopment Agency 
Cerritos, California 
 
 
Report on Financial Statements 
 
We have audited the accompanying statement of fiduciary net position of the Successor Agency to the Cerritos 
Redevelopment Agency (the “Successor Agency”), as of June 30, 2013 and the related statement of changes in 
fiduciary net position for the year then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion 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.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free of material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the Successor Agency’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 Successor Agency’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 
opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to previously present fairly, in all material respects, the fiduciary 
net position of the Successor Agency as of June 30, 2013, and the changes in fiduciary net position for the year 
then ended in accordance with accounting principles generally accepted in the United States of America. 



To the Governing Board and Oversight Committee 
of the Successor Agency to the Cerritos Redevelopment Agency 

Cerritos, California 
Page Two 
 
 

2 

Emphasis of Matter 
 
As discussed in Note 2, the financial statements present only the Successor Agency and do not purport to, and do 
not, present fairly the financial position of the City of Cerritos, California (the “City”), as of June 30, 2013, the 
changes in its financial position for the year then ended in accordance with accounting principles generally 
accepted in the United States of America.  Our opinion is not modified with respect to this matter. 
 
As discussed in Note 7 to the financial statements, in October 2013, the California State Controller’s Office 
released its report on the Cerritos Redevelopment Agency Asset Transfer Review for January 1, 2011 through 
January 31, 2012.  The State Controller’s Office has determined in their review that $170,836,440 of assets that 
were transferred to the City were unallowable.  The City is disputing the State Controller’s decision and will 
pursue legal actions against the State Controller if necessary.  The financial statements do not include any 
adjustment that might result from the outcome of these uncertainties.  Our opinion is not modified with respect to 
this matter. 
 
Other Matters 
 
Required Supplementary Information 
 
Management has omitted the Management’s Discussion and Analysis (“MD&A”) that accounting principles 
generally accepted in the United States of America require to be presented to supplement the financial statements.  
Such missing information, although not a part of the financial statements, is required by the Governmental 
Accounting Standards Board (“GASB”), who considers it to be an essential part of financial reporting for placing 
the financial statements in an appropriate operational, economic, or historical context.  Our opinion on the 
financial statements is not affected by this missing information. 
 

 
Irvine, California 
November 5, 2013 
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ASSETS

Current assets:

Cash and investments 13,970,392$       

Investments with fiscal agents 15,434,076         

Accrued interest receivable 10,826                

Total current assets 29,415,294         

Noncurrent assets:

Unamortized bond issuance costs, net 1,106,230           

Total noncurrent assets 1,106,230           

Total Assets 30,521,524         

LIABILITIES

Current liabilities:

Interest payable 1,263,116           

Long-term debt - due within one year 9,320,000           

Total current liabilities 10,583,116         

Noncurrent liabilities:

Advances from City of Cerritos 48,936,489         

Long-term debt - due in more than one year 135,037,851       

Total noncurrent liabilities 183,974,340       

Total Liabilities 194,557,456       

NET POSITION

Unrestricted (deficit) (164,035,932)      

Total Net Position (deficit) (164,035,932)$    

Successor Agency to the Cerritos Redevelopment Agency
Statement of Fiduciary Net Position

June 30, 2013

 See accompanying Notes to Financial Statements.
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ADDITIONS:

Redevelopment Property Tax Trust Fund 18,983,089$       

Settlement receipt from City of Cerritos due to the dissolution of Cerritos Redevelopment Agency 10,109,094         

Total additions 29,092,183         

DEDUCTIONS:

Administrative expenses 838,432              

Investment expense 21,574                

Interest on long-term debt 8,093,714           

Fiscal charges 8,490                  

Payment to Los Angeles County 10,109,094         

Total deductions 19,071,304         

Net changes in net position 10,020,879         

NET POSITION (DEFICIT):

Beginning of year (174,056,811)      

End of year (164,035,932)$    

Successor Agency to the Cerritos Redevelopment Agency
Statement of Changes in Fiduciary Net Position

For the year ended June 30, 2013

 See accompanying Notes to Financial Statements.
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Note 1 - Financial Reporting Entity 
 
On December 29, 2011, the California Supreme Court upheld Assembly Bill X1 26 (the “Bill”) that provides for the 
dissolution of all redevelopment agencies in the State of California.  This action impacted the reporting entity of the 
City of Cerritos (the “City”) that previously had reported a redevelopment agency within the reporting entity of the 
City as a blended component unit. 
 
The Bill provides that upon dissolution of a redevelopment agency, either the city or another unit of local government 
will agree to serve as the “Successor Agency” to hold the assets until they are distributed to other units of state and 
local government.  On January 12, 2012, the City Council elected to become the Successor Agency for the former 
redevelopment agency in accordance with the Bill as part of City Resolution No. 2012-05. 
 
After enactment of the law, which occurred on June 28, 2011, redevelopment agencies in the State of California cannot 
enter into new projects, obligations or commitments.  Subject to the control of a newly established oversight board, 
remaining assets can only be used to pay enforceable obligations in existence at the date of dissolution (including the 
completion of any unfinished projects that were subject to legally enforceable contractual commitments). 
 
In future fiscal years, successor agencies will only be allocated revenue in the amount that is necessary to pay the 
estimated annual installment payments on enforceable obligations of the former redevelopment agency until all 
enforceable obligations of the prior redevelopment agency have been paid in full and all assets have been liquidated. 
 
The Bill directs the Department of Finance and State Controller of the State of California to review the propriety of 
any transfers of assets between redevelopment agencies and other public bodies that occurred after January 1, 2011.  If 
the public body that received such transfers is not contractually committed to a third party for the expenditure or 
encumbrance of those assets, the State Controller is required to order the available assets to be transferred to the public 
body designated as the successor agency by the Bill. 
 
In accordance with the timeline set forth in the Bill (as modified by the California Supreme Court on December 29, 
2011) all redevelopment agencies in the State of California were dissolved and ceased to operate as a legal entity as of 
February 1, 2012. 
 
The Successor Agency was activated on February 1, 2012.  The City Council of the City serves as the governing body 
of the Successor Agency and exercises all rights, powers, duties and privileges of the Successor Agency.  The primary 
purpose of the Successor Agency is to wind down the affairs of the dissolved Cerritos Redevelopment Agency (the 
“Agency”) and to, among other things, make payments due for enforceable obligations, perform obligations required 
pursuant to any enforceable obligation, dispose of all assets of the former Agency, and to remit unencumbered 
balances of the former Agency, including housing funds, to the County Auditor-Controller for distribution to taxing 
entities. 
 
 
Note 2 – Summary of Significant Accounting Policies 
 
A. Financial Statements 

 
The accompanying financial statements present only the Successor Agency and are not intended to present fairly 
the financial position, changes in financial position, or cash flows, where applicable, of the City in conformity with 
accounting principles generally accepted in the United States of America. 
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Note 2 – Summary of Significant Accounting Policies (Continued) 
 
B. Basis of Accounting 

 
The accounts of the Successor Agency are organized on the basis of funds, each of which is considered a separate 
accounting entity with its own self-balancing accounts that comprise its assets, liabilities, fund equity, revenues 
and expenditures or expenses, as appropriate.  These funds are established for the purpose of carrying out specific 
activities or certain objectives in accordance with specific regulations, restrictions or limitations.  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 spending activities are controlled. 
 
The Successor Agency’s financial statements include a statement of fiduciary net position and a statement of 
changes in fiduciary net position.  The financial statements are presented on the accrual basis of accounting.  
Under the accrual basis of accounting, property taxes and investment income are recognized in the period in which 
they are earned while expenses are recognized in the period in which the liability is incurred. 
 

C. Investments 
 
The Successor Agency’s investments are stated at fair value, except for interest-earning contracts.  Fair value is 
based on quoted market prices as of the valuation date. The gain/loss resulting from valuation is reported as 
“investment income” in the statement of changes in fiduciary net position. 
 
The Successor Agency’s policy is to hold investments until maturity or until fair values equal or exceed cost. The 
Successor Agency’s portfolio did not hold investments in any of the following: items required to be reported at 
amortized cost, items in external pools that are not SEC-registered, items subject to involuntary participation in an 
external pool, and items associated with a fund other than the fund to which the income is assigned. 
 

D. Redevelopment Property Tax Trust Fund (“RPTTF”) 
 
The Successor Agency’s primary source of revenue comes from the RPTTF allocation distributed by the County.  
Property tax revenues for each Project Area are deposited into the RPTTF, which redistributes each Project Area’s 
tax increment under specified formulas.  The County Auditor administers the RPTTF and disburses twice annually 
from this fund pass-through payments to affected taxing entities, an amount equal to the total of obligation 
payments that are required to be paid from tax increment as denoted on the Recognized Obligation Payment 
Schedule (“ROPS”). The disbursements are established in the treasury of the Successor Agencies, and various 
allowed administrative fees and allowances.  Any remaining balance is then distributed by the County Auditor 
back to affected taxing entities under a prescribed method that accounts for pass-through payments. The County 
Auditor is also responsible for distributing other monies received from the Successor Agency (from sale of assets, 
etc.) to the affected taxing entities.  Successor agencies in turn will use the amounts deposited into their respective 
funds for making payments on the principal and interest on loans, and monies advanced to or indebtedness 
incurred by the dissolved redevelopment agencies. 
 

E. Use of Estimates 
 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America (“U.S. GAAP”) requires management to make estimates and assumptions and affect certain 
reported amounts and disclosure.  Accordingly, actual results could differ from those estimates. 
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Note 3 – Cash and Investments 
 
Cash and investments at June 30, 2013 are classified in the accompanying financial statements as follows: 
 

Cash and investments 13,970,392$       
Investments with fiscal agent 15,434,076         

Total cash and investments 29,404,468$      

 
 

Cash and investments at June 30, 2013 consist of the following: 
 

Demand deposits 4,742$                

Total cash and cash equivalents 4,742                  

Investments:
Local Agency Investment Fund 14,270,082         
U.S. Government Sponsored Enterprise Securities 11,489,568         
Investment Contracts 3,206,533           
Money Market Mutual Funds 433,543              

Total investments 29,399,726         

Total cash and investments 29,404,468$      
 

 
A. Deposits 
 

The carrying amounts of the Successor Agency’s demand deposits were $4,742 at June 30, 2013.  Bank balances 
were $59,240 at that date, the total amount of which was collateralized or insured with securities held by the 
pledging financial institutions in the Successor Agency’s name as discussed below. 
 
The California Government Code requires California banks and savings and loan associations to secure the 
Successor Agency’s cash deposits by pledging securities as collateral.  This Code states that collateral pledged in 
this manner shall have the effect of perfecting a security interest in such collateral superior to those of a general 
creditor.  Thus, collateral for cash deposits is considered to be held in the Successor Agency’s name. 
 
The market value of pledged securities must equal at least 110% of the Successor Agency’s cash deposits.  
California law also allows institutions to secure Successor Agency’s deposits by pledging first trust deed mortgage 
notes having a value of 150% of the Successor Agency’s total cash deposits.  The Successor Agency may waive 
collateral requirements for cash deposits, which are fully insured up to $250,000 by the Federal Deposit Insurance 
Corporation (“FDIC”). The Successor Agency, however, has not waived the collateralization requirements. 

 
B. Investments Authorized by the California Government Code and the Successor Agency’s Investment Policy 
 

The table below identifies the investment types that are authorized for the Successor Agency by the California 
Government Code (or the Successor Agency’s investment policy, where more restrictive). The table also identifies 
certain provisions of the California Government Code (or the Successor Agency’s investment policy, where more 
restrictive) that address interest rate risk, credit risk, and concentration of credit risk. This table does not address 
investments of debt proceeds held by bond trustee that are governed by the provisions of debt agreements of the 
Successor Agency, rather than the general provisions of the California Government Code or the Successor 
Agency’s investment policy. 
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Note 3 – Cash and Investments (Continued) 
 
B. Investments Authorized by the California Government Code and the Successor Agency’s Investment Policy 

(Continued) 
 

Maximum Maximum
Maximum Percentage Investment

Authorized Investment Type Maturity of Portfolio * in One Issuer

United States Treasury Obligations 5 years No Limit No Limit
U.S. Government Sponsored

Enterprise Securities 5 years No Limit No Limit
Banker's Acceptances 180 days 40% 10%
Commercial Paper 270 days 40% 10%
Negotiable Certificates of Deposit 5 years 30% 10%
Investment-grade obligations of state, local government

and public authorities 5 years No Limit No Limit
Repurchase Agreements 1 year No Limit No Limit
Money Market Mutual Funds N/A 20% No Limit
Local Agency Investment Fund (LAIF) N/A No Limit 50,000,000$       

N/A - Not Applicable
* Excluding amounts held by bond trustees that are not subject to California Government Code restrictions.  

 
C. Investments Authorized by Debt Agreements 

 
Investments of debt proceeds held by bond trustee are governed by provisions of the debt agreements, rather than 
the general provisions of the California Government Code or the Successor Agency’s investment policy. 
Investments authorized for funds held by the bond trustee include U.S. Treasury Obligations, U.S. Government 
Sponsored Enterprise Securities, Money Market Mutual Funds, and Investment Contracts. There were no 
limitations on the maximum amount that can be invested in one issuer, maximum percentage allowed or the 
maximum maturity of an investment. 
 

D. Investment in State Investment Pool 
 
The Successor Agency is a voluntary participant in the Local Agency Investment Fund (“LAIF”) that is regulated 
by California Government Code Section 16429 under the oversight of the Treasurer of the State of California.  The 
fair value of the Successor Agency’s investment in this pool is reported in the accompanying financial statements 
at amounts based upon the Successor Agency’s pro-rata share of the fair value provided by LAIF for the entire 
LAIF portfolio (in relation to the amortized cost of that portfolio).  The balance available for withdrawal is based 
on the accounting records maintained by LAIF, which are recorded on an amortized cost basis. 
 
The Successor Agency’s investments with LAIF at June 30, 2013, included a portion of the pool funds invested in 
Structured Notes and Asset-Backed Securities:   
 

Structured Notes: debt securities (other than asset-backed securities) whose cash flow characteristics (coupon 
rate, redemption amount, or stated maturity) depend upon one or more indices and/or that have embedded 
forwards or options. 
 
Asset-Backed Securities: generally mortgage-backed securities that entitle their purchasers to receive a share 
of the cash flows from a pool of assets such as principal and interest repayments from a pool of mortgages (for 
example, Collateralized Mortgage Obligations) or credit card receivables. 
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Note 3 – Cash and Investments (Continued) 
 
D. Investment in State Investment Pool (Continued) 

 
As of June 30, 2013, the Successor Agency had $14,270,082 invested in LAIF, which had invested 1.96% of the 
pool investment funds in Structured Notes and Asset-Backed Securities. 
 

E. Risk Disclosure 
 
Interest Rate Risk – The Successor Agency’s investment policy manages exposure to interest rate risk by 
purchasing a combination of shorter term and longer term investments and by timing cash flows from maturities so 
that a portion of the portfolio is maturing or coming close to maturity evenly over time as necessary to provide the 
cash flow and liquidity needed for operations. The policy limits investment maturities as a means of managing its 
exposure to fair value losses arising from fluctuating interest rates.  Information about the sensitivity of the fair 
values of the Successor Agency’s investments (including investments held by bond trustee) to market interest rate 
fluctuations is provided by the following table that shows the distribution of the Successor Agency’s investments 
at maturity: 
 

12 Months 25 - 60
Investment Type or Less Months Total

Local Agency Investment Fund (LAIF) 14,270,082$       -$                        14,270,082$       
Federal Home Loan Bank (FHLB) -                          5,663,916           5,663,916           
Federal Home Loan Mortgage Corporation (FHLMC) -                          3,882,716           3,882,716           
Federal National Mortgage Association (FNMA) -                          1,942,936           1,942,936           
Investment Contracts -                          3,206,533           3,206,533           
Money Market (MMkt) Mutual Funds 433,543              -                          433,543              

Total 14,703,625$      14,696,101$      29,399,726$       

Remaining Maturity (in Months)

 
 
Credit Risk – Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the 
holder of the investment. This is measured by the assignment of a rating by a nationally recognized statistical 
rating organization. Presented below is the minimum rating required by (where applicable) the California 
Government Code, the Successor Agency’s investment policy, or debt agreements, and the actual rating at time of 
purchase for each investment type: 
 

Total Minimum Not
as of Legal Required

Investment Type June 30, 2013 Rating Aaa Unrated to be Rated

LAIF 14,270,082$       N/A -$                        -$                        14,270,082$       
FHLB 5,663,916           N/A 5,663,916           -                          -                          
FHLMC 3,882,716           N/A 3,882,716           -                          -                          
FNMA 1,942,936           N/A 1,942,936           -                          -                          
Investment Contracts 3,206,533           N/A 3,206,533           -                          -                          
MMkt Mutual Funds 433,543              N/A -                          433,543              -                          

Total 29,399,726$       14,696,101$      433,543$            14,270,082$      

N/A - Not Applicable  
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Note 3 – Cash and Investments (Continued) 
 
E. Risk Disclosure (Continued) 

 
Custodial Credit Risk – For deposits, custodial credit risk is the risk that, in the event of the failure of a deposit 
financial institution, a government will not be able to recover its deposits or will not be able to recover collateral 
securities that are in the possession of an outside party.  For an investment, custodial credit risk is the risk that, in 
the event of the failure of the counterparty, the Successor Agency will not be able to recover the value of its 
investments or collateral securities that are in the possession of an outside party.  The Successor Agency’s 
investment policy does not contain legal or policy requirements that would limit the exposure to custodial credit 
risk for deposits or investments.  

 
 
Note 4 – Advances from the City 
 
At June 30, 2013, the Advances from the City were in the amount of $48,936,489. 
 
Advances from the former Low and Moderate Income Housing Capital Project Fund (the “Housing Fund”) of the 
Agency to the Los Cerritos and Los Coyotes Redevelopment Agency Debt Service Funds were provided to fund the 
payment for the former Agency’s share of the Supplemental Educational Revenue Augmentation Fund (“SERAF”) due 
to the State of California.  On February 1, 2012, the outstanding balance in the amount of $10,457,099 was transferred 
to the Successor Agency.  No interest is charged on the outstanding balance on the advances.  During the year ended 
June 30, 2013, the Successor Agency remitted the enforceable obligation payments in the amount of $1,362,229 to the 
City, as the Successor Agency to the former Housing Fund.  At June 30, 2013, the outstanding balances on the 
advances were $7,670,482. 
 
Advances from the City to the former Agency were provided to fund capital improvement projects in both the Los 
Cerritos and Los Coyotes projects areas.  On February 1, 2012, the outstanding balance in the amount of $41,266,007 
was transferred to the Successor Agency.  Interest on the outstanding balance on advances are assessed at an annual 
rate of 8% to the Successor Agency.  At June 30, 2013, the outstanding balances on the advances were $41,266,007. 
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Note 5 – Long-Term Debt 
 
Summary of changes in long-term debt for the year ended June 30, 2013 is as follows: 
 

Balance Balance Due within Due in more
July 1, 2012 Additions Deletions June 30, 2013 One Year than One Year

Los Cerritos Redevelopment 
Project Revenue Bonds:

2002, Issue, Series A,
$31,550,000 26,685,000$    -$                   (2,480,000)$   24,205,000$    2,570,000$     21,635,000$    

2002 Issue, Series B,
$7,550,000 4,410,000        -                     (415,000)        3,995,000        430,000          3,565,000        

2003 Issue, Series 2003,
$3,526,250 3,110,000        -                     (66,250)          3,043,750        67,500            2,976,250        

Los Coyotes Redevelopment 
Project Revenue Bonds:  

1993 Issue, Series A,
$42,155,000 8,000,000        -                     -                     8,000,000        -                     8,000,000        

1993 Issue, Series B,
$63,765,000 32,700,000      -                     (3,550,000)     29,150,000      3,825,000       25,325,000      

1998 Issue, Series A,
$3,760,000 1,060,000        -                     (330,000)        730,000           355,000          375,000           

2002 Issue, Series A,
$64,710,000 55,340,000      -                     (1,370,000)     53,970,000      1,420,000       52,550,000      

2002 Issue, Series B,
$12,225,000 10,470,000      -                     (240,000)        10,230,000      250,000          9,980,000        

2003 Issue, Series 2003,
$10,578,750 9,330,000        -                     (198,750)        9,131,250        202,500          8,928,750        

Subtotal 151,105,000    -                     (8,650,000)     142,455,000    9,120,000       133,335,000    

Add (less) deferred amounts:
Bond premium 3,680,377        -                     (306,701)        3,373,676        -                     3,373,676        
Bond discount (739,615)         -                     61,633           (677,982)         -                     (677,982)         
Deferred charge on refunding (1,559,626)      -                     141,783         (1,417,843)      -                     (1,417,843)      

Total Revenue Bonds 152,486,136    -                     (8,753,285)     143,732,851    9,120,000       134,612,851    

Note payable 825,000           -                     (200,000)        625,000           200,000          425,000           

Total long-term liabilities 153,311,136$  -$                  (8,953,285)$  144,357,851$ 9,320,000$     135,037,851$ 
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Note 5 – Long-Term Debt (Continued) 
 
A. Los Cerritos Redevelopment Project 2002 Tax Allocation Revenue Bonds, Series A 

 
In June 1993, the former Cerritos Public Financing Authority (“Authority”) issued $27,555,000 in Revenue Bonds, 
Series A.  In September 2002, the Financing Authority issued $31,550,000 of Tax Allocation Bonds to provide 
funds to refund the 1993 Revenue Bonds, Series A.  A portion of the proceeds from the Bonds issued in 2002 were 
placed in an escrow fund to provide the debt service on the 1993 Revenue Bonds, Series A.  The advance 
refunding met the requirements of an in-substance defeasance, therefore, the bonds were not included in the 
accompanying financial statements. 
 
The 2002 bonds are broken into two segments 
 

Term Bonds - $27,940,000 
 

The Term Bonds are payable in annual installments ranging from $2,255,000 to $3,240,000 until maturity 
on November 1, 2020.  Interest is payable semiannually on May 1 and November 1, with rates ranging 
from 2.00% to 5.00%. Bonds outstanding at June 30, 2013 were $22,000,000.  

 
Special Escrow Bonds - $3,610,000 
 

The Special Escrow bonds are payable in annual installments ranging from $225,000 to $320,000 until 
maturity on November 1, 2020.  Interest is payable semiannually on May 1 and November 1, with rates 
ranging from 3.40% to 4.55%.  Bonds outstanding at June 30, 2013 were $2,205,000. 

 
The 2002 Los Cerritos Redevelopment Project Tax Allocation Revenue Bonds, Series A, are payable solely from 
and secured by Redevelopment Property Tax Trust Fund (“RPTTF”) revenues received by the Successor Agency. 
Annual principal and interest payments on the bonds are expected to require less than 25% of net property tax 
increment revenues.  The total remaining principal and interest to be paid on the bonds is $29,263,640.  Principal 
and interest paid for the current year and total tax revenues for the Los Cerritos Project Area reported by the 
Successor Agency were $3,684,090 and $9,847,375, respectively. 
 
Bonds outstanding at June 30, 2013 were $24,205,000. 
 
Future debt service requirements on these bonds (term and special escrow) are as follows: 
 

Year Ending
June 30, Principal Interest Total

2014 2,570,000$         1,113,875$         3,683,875$         
2015 2,660,000           1,002,318           3,662,318           
2016 2,795,000           867,710              3,662,710           
2017 2,930,000           726,440              3,656,440           
2018 3,075,000           578,240              3,653,240           

2019-2021 10,175,000         770,057              10,945,057         

TOTAL 24,205,000$      5,058,640$        29,263,640$      
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Note 5 – Long-Term Debt (Continued) 
 
B. Los Cerritos Redevelopment Project 2002 Tax Allocation Revenue Bonds, Series B 

 
In September 2002, the former Authority issued $7,550,000 in 2002 Series B Tax Allocation Revenue Bonds. The 
proceeds were loaned to the former Agency and were used to fund projects in the Los Cerritos Project Area and 
pay for the cost of issuance. 
 
The bonds are payable in annual installments ranging from $415,000 to $580,000 until maturity on November 1, 
2020.  Interest is payable semiannually on May 1 and November 1, with rates ranging from 1.85% to 4.70%.  
 
The 2002 Los Cerritos Redevelopment Project Tax Allocation Revenue Bonds, Series B, are payable solely from 
and secured by RPTTF revenues received by the Successor Agency.  Annual principal and interest payments on 
the bonds are expected to require less than 10% of net property tax increment revenues.  The total remaining 
principal and interest to be paid on the bonds is $4,809,474.  Principal and interest paid for the current year and 
total tax revenues for the Los Cerritos Project Area reported by the Successor Agency were $606,449 and 
$9,847,375, respectively. 
 
Bonds outstanding at June 30, 2013 were $3,995,000. 
 
Future debt service requirements on these bonds are as follows: 
 

Year Ending
June 30, Principal Interest Total

2014 430,000$            175,068$            605,068$            
2015 445,000              157,345              602,345              
2016 465,000              138,341              603,341              
2017 490,000              117,680              607,680              
2018 505,000              95,285                600,285              

2019-2021 1,660,000           130,755              1,790,755           

TOTAL 3,995,000$        814,474$           4,809,474$         

 
 

C. Los Cerritos and Los Coyotes Redevelopment Project - Magnolia Power Project B, Series 2003 Revenue Bonds 
 

The Southern California Public Power Authority (the “SCPPA”) was created in 1980 under a joint exercise of 
powers agreement. It was formed for the acquisition and construction of facilities to supply electric energy within 
the boundaries of its members. Complete financial statements for SCPPA may be obtained at their administrative 
office located at 225 S. Lake Avenue, Suite 1250, Pasadena, CA 91101. 
 
In 2001, SCPPA entered into an agreement with the Cities of Anaheim, Burbank, Cerritos, Colton, Glendale, and 
Pasadena to construct a generation facility with a capacity of 242 megawatts located on the existing Magnolia 
generating site in Burbank, California. 
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Note 5 – Long-Term Debt (Continued) 
 
C. Los Cerritos and Los Coyotes Redevelopment Project - Magnolia Power Project B, Series 2003 Revenue Bonds 

(Continued) 
 
SCPPA issued $14,105,000 of lease revenue bonds to finance a portion of the project costs for the facility that was 
collateralized by the parking structure at City Hall. The City has leased back the parking structure from SCPPA. 
SCPPA will provide for the payment of a portion of the costs of operation of the Project through the sale of a 
portion of the capacity and energy of the Project of the member cities pursuant to the Power Sales Agreement. On 
March 1, 2003, the City entered into this sales agreement with SCPPA, entitling the City to a 4.2% share of the 
plant output. 
 
In June 2005, the Redevelopment Agency Debt Service Fund assumed the City’s debt related to the sales 
agreement with SCPPA. As the energy derived from the plant serves and benefits both the Los Cerritos and Los 
Coyotes Capital Project Areas, it was deemed appropriate that the former Agency assume the debt.  Debt assumed 
was allocated 25%, which is $3,526,250, to the Los Cerritos Project Area and 75%, which is $10,578,750, to the 
Los Coyotes Project Area.  
 
The payments are due in annual installments on January 1 and July 1 of each year. The first payment was made 
January 2006, and the final payment is due at maturity on July 1, 2036. 
 
The debt service schedule for the Los Coyotes Project Area is located at Note 5I.  
 
The Los Cerritos Project Area portion is payable solely from and secured by RPTTF revenues received by the 
Successor Agency.  Annual principal and interest payments on the bonds are expected to require less than 10% of 
net property tax increment revenues.  The total remaining principal and interest to be paid on the bonds is 
$5,383,475.  Principal and interest paid for the current year and total tax revenues for the Los Cerritos Project Area 
reported by the Successor Agency were $214,763 and $9,847,375, respectively. 
 
Bonds outstanding at June 30, 2013 were $3,043,750. 
 
Future debt service requirements on the bonds allocated to the Los Cerritos Project Area are as follows: 
 

Year Ending
June 30, Principal Interest Total

2014 67,500$              146,800$            214,300$            
2015 70,000                144,310              214,310              
2016 73,125                141,631              214,756              
2017 76,250                138,742              214,992              
2018 78,750                135,692              214,442              

2019-2023 447,500              625,707              1,073,207           
2024-2028 560,625              512,312              1,072,937           
2029-2033 716,250              357,656              1,073,906           
2034-2037 953,750              136,875              1,090,625           

TOTAL 3,043,750$        2,339,725$        5,383,475$         
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Note 5 – Long-Term Debt (Continued) 
 
D. Los Coyotes Redevelopment Project 1993 Revenue Bonds, Series A 

 
In June 1993, the former Authority issued $42,155,000 in 1993 Revenue Bonds, Series A. $2,594,959 of the 
$42,155,000 issue was loaned to the former Agency to advance refund the $7,500,000 Los Coyotes 
Redevelopment Project Tax Allocation Bonds, Series A originally issued by the former Agency in 1976, 
$6,780,483 was loaned to the former Agency to advance refund the $15,000,000 Los Coyotes Redevelopment 
Project Tax Allocation Bonds, Series B originally issued by the former Agency in 1977, $19,669,546 was loaned 
to repay prior City loans to the former Agency, $9,000,000 was loaned to fund additional projects in the Los 
Coyotes Project Area, $3,206,533 was used to fund a reserve fund for the loans to the former Agency, and the 
remaining balance was used to pay the cost of issuance of the bonds.  Interest rates on the bonds vary from 2.50% 
to 6.50% with interest payable semiannually on May 1 and November 1, and principal maturing annually on 
November 1 except for the years 2002 through 2018 in which no principal payments mature.  
 
In September 2002, the former Authority issued 2002 Tax Allocation Bonds, Series A to provide funds to partially 
refund the 1993 Revenue Bonds ($24,510,000), Series A. A portion of the proceeds from the Bonds issued in 2002 
were placed in an escrow fund to provide the debt service on the 1993 Revenue Bonds, Series A.  The advance 
refunding met the requirements of an in-substance defeasance, therefore, the bonds were not included in the 
accompanying financial statements.  The principal balance on the 1993 Revenue Bonds, Series A at June 30, 2003 
that was paid by the trustee from the escrow fund was $24,510,000. 
 
The 1993 Los Coyotes Redevelopment Project Revenue Bonds, Series A, are payable solely from and secured by 
RPTTF revenues received from the Successor Agency.  Annual principal and interest payments on the bonds are 
expected to require less than 10% of net property tax increment revenues.  The total remaining principal and 
interest to be paid on the bonds is $13,429,775.  Interest paid and total tax revenues for the Los Coyotes Project 
Area for the year ended June 30, 2013 were $520,000 and $21,721,053, respectively. 

 
Bonds outstanding at June 30, 2013 were $8,000,000. 
 
Future debt service requirements on these bonds are as follows: 
 

Year Ending
June 30, Principal Interest Total

2014 -$                        520,000$            520,000$            
2015 -                          520,000              520,000              
2016 -                          520,000              520,000              
2017 -                          520,000              520,000              
2018 -                          520,000              520,000              

2019-2023 465,000              2,584,887           3,049,887           
2024 7,535,000           244,888              7,779,888           

TOTAL 8,000,000$        5,429,775$        13,429,775$       

 
 



Successor Agency to the Cerritos Redevelopment Agency 
Notes to Financial Statements (Continued) 

For the year ended June 30, 2013 
 

 

20 

Note 5 – Long-Term Debt (Continued) 
 
E. Los Coyotes Redevelopment Project 1993 Revenue Bonds, Series B 
 

In June 1993, the former Authority issued $63,765,000 in 1993 Revenue Bonds, Series B. $57,938,653 of the 
$63,765,000 issue was loaned to repay prior City loans to the former Agency, $4,850,304 was used to fund a 
reserve fund for the loans to the former Agency, and the remaining balance was used to pay the cost of issuance of 
the bonds.  Interest rates on the bonds vary from 3.50% to 7.80% with interest payable semiannually on May 1 and 
November 1, and principal maturing annually on November 1. 
 
The 1993 Los Coyotes Redevelopment Project Revenue Bonds, Series B, are payable solely from and secured by 
RPTTF revenues received from the Successor Agency.  Annual principal and interest payments on the bonds are 
expected to require less than 35% of net property tax increment revenues.  The total remaining principal and 
interest to be paid on the bonds is $36,741,024.  Principal and interest paid for the current year and total tax 
revenues for the Los Coyotes Project Area reported by the Successor Agency were $5,959,360 and $21,721,053, 
respectively. 
 
Bonds outstanding at June 30, 2013 were $29,150,000. 
 
Future debt service requirements on these bonds are as follows: 

 
Year Ending

June 30, Principal Interest Total

2014 3,825,000$         2,118,569$         5,943,569$         
2015 4,120,000           1,814,670           5,934,670           
2016 4,440,000           1,460,830           5,900,830           
2017 4,790,000           1,100,860           5,890,860           
2018 5,160,000           732,810              5,892,810           

2018-2020 6,815,000           363,285              7,178,285           

TOTAL 29,150,000$      7,591,024$        36,741,024$      

 
 
F.  Los Coyotes Redevelopment Project 1998 Tax Allocation Bonds, Series A 
 

In January 2001, the Los Coyotes Redevelopment Project issued $3,760,000 in 1998 Tax Allocation Bonds, Series 
A.  The proceeds were used in the construction of a shared parking structure, which serves both the retail complex 
and tenants within an adjacent office building.  The City will retain parking rights to the structure.  The interest 
rate on the bonds is 6.5% with principal and interest payable annually on May 1.  On February 1, 2012, the 
outstanding balance in the amount of $1,370,000 was transferred to the Successor Agency. 
 
The 1998 Los Coyotes Redevelopment Project Tax Allocation Revenue Bonds, Series A, are payable solely from 
and secured by RPTTF revenues received from the Successor Agency.  Annual principal and interest payments on 
the bonds are expected to require less than 10% of net property tax increment revenues. The total remaining 
principal and interest to be paid on the bonds is $801,825.  Principal and interest paid for the current year and total 
tax revenues for the Los Coyotes Project Area reported by the Successor Agency were $398,900 and $21,721,053, 
respectively. 
 
Bonds outstanding at June 30, 2013 were $730,000. 
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Note 5 – Long-Term Debt (Continued) 
 

F.  Los Coyotes Redevelopment Project 1998 Tax Allocation Bonds, Series A (Continued) 
 
The annual requirements to amortize the outstanding bond indebtedness as of June 30, 2013 including interest are 
as follows: 

 
Year Ending

June 30, Principal Interest Total

2014 355,000$            47,450$              402,450$            
2015 375,000              24,375                399,375              

TOTAL 730,000$           71,825$             801,825$            

 
 

G.  Los Coyotes Redevelopment Project 2002 Tax Allocation Revenue Bonds, Series A 
 

In June 1993, the former Authority issued $42,155,000 in Revenue Bonds, Series A. In September 2002, the 
Authority issued $64,710,000 of Tax Allocation Bonds to provide funds to refund $24,510,000 of the remaining 
$32,510,000 the 1993 Revenue Bonds, Series A. A portion of the proceeds from the Bonds issued in 2002 were 
placed in an escrow fund to provide the debt service on the 1993 Revenue Bonds, Series A.  The advance 
refunding met the requirements of an in-substance defeasance and the bonds were removed from the former 
Agency’s long-term debt.  The principal balance on the 1993 Revenue Bonds, Series A, at June 30, 2003 that was 
paid by the trustee from the escrow fund was $24,510,000. 
 
The bonds are broken into two segments: 
 

Term Bonds - $53,675,000 
 

The Term Bonds are payable in annual installments ranging from $875,000 to $9,345,000 until maturity 
on November 1, 2024. Interest is payable semiannually on May 1 and November 1, with rates ranging 
from 2.00% to 5.00%.  Bonds outstanding at June 30, 2013 were $46,085,000. 

 
Special Escrow Bonds - $11,035,000 
 

The Special Escrow bonds are payable in annual installments ranging from $495,000 to $830,000 until 
maturity on November 1, 2024. Interest is payable semiannually on May 1 and November 1, with rates 
ranging from 3.40% to 4.55%. Bonds outstanding at June 30, 2012 were $7,885,000. 

 
The 2002 Los Coyotes Redevelopment Project Tax Allocation Revenue Bonds, Series A, are payable solely from 
and secured by RPTTF revenues received by the Successor Agency.  Annual principal and interest payments on 
the bonds are expected to require less than 25% of net property tax increment revenues.  The total remaining 
principal and interest to be paid on the bonds is $75,206,829.  Principal and interest paid for the current year and 
total tax revenues for the Los Coyotes Project Area reported by the Successor Agency were $4,037,247 and 
$21,721,053, respectively. 
 
Bonds outstanding at June 30, 2013 were $53,970,000. 
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Note 5 – Long-Term Debt (Continued) 
 

G. Los Coyotes Redevelopment Project 2002 Tax Allocation Revenue Bonds, Series A (Continued) 
 
Future debt service requirements on these bonds (term and special escrow) are as follows: 
 

Year Ending
June 30, Principal Interest Total

2014 1,420,000$         2,618,928$         4,038,928$         
2015 1,460,000           2,559,016           4,019,016           
2016 1,540,000           2,486,446           4,026,446           
2017 1,610,000           2,410,250           4,020,250           
2018 1,690,000           2,330,416           4,020,416           

2019-2023 34,025,000         8,024,790           42,049,790         
2024-2025 12,225,000         806,983              13,031,983         

TOTAL 53,970,000$      21,236,829$      75,206,829$      

 
 
H. Los Coyotes Redevelopment Project 2002 Tax Allocation Revenue Bonds, Series B 
 

In September 2002, the former Authority issued $12,225,000 in 2002 Series B Tax Allocation Revenue Bonds. 
The proceeds were loaned to the former Agency and will be used to fund projects in the Los Coyotes Project Area 
and to pay for the cost of issuance. 
 
The bonds are payable in annual installments ranging from $240,000 to $1,270,000 until maturity on November 1, 
2024.  Interest is payable semiannually on May 1 and November 1, with rates ranging from 1.85% to 4.70%.  
 
The 2002 Los Coyotes Redevelopment Project Tax Allocation Revenue Bonds, Series B, are payable solely from 
and secured by RPTTF revenues received from the Successor Agency.  Annual principal and interest payments on 
the bonds are expected to require less than 10% of net property tax increment revenues.  The total remaining 
principal and interest to be paid on the bonds is $14,049,792.  Principal and interest paid for the current year and 
total tax revenues for the Los Coyotes Project Area reported by the Successor Agency were $750,985 and 
$21,721,053, respectively. 

 
Bonds outstanding at June 30, 2013 were $10,230,000. 
 
Future debt service requirements on these bonds are as follows: 

 
Year Ending

June 30, Principal Interest Total

2014 250,000$            501,485$            751,485$            
2015 260,000              491,155              751,155              
2016 270,000              480,087              750,087              
2017 865,000              455,320              1,320,320           
2018 905,000              415,475              1,320,475           

2019-2023 5,200,000           1,345,750           6,545,750           
2024-2025 2,480,000           130,520              2,610,520           

TOTAL 10,230,000$      3,819,792$        14,049,792$      
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Note 5 – Long-Term Debt (Continued) 
 
I. Los Cerritos and Los Coyotes Redevelopment Project - Magnolia Power Project B, Series 2003 Revenue Bonds 

 
The Southern California Public Power Authority (“SCPPA”) was created in 1980 under a joint exercise of powers 
agreement. It was formed for the acquisition and construction of facilities to supply electric energy to the 
inhabitants within the boundaries of its members. Complete financial statements for SCPPA may be obtained at 
their administrative office located at 225 S. Lake Avenue, Suite 1250, Pasadena, CA 91101. 
 
In 2001, SCPPA entered into an agreement with the Cities of Anaheim, Burbank, Cerritos, Colton, Glendale, and 
Pasadena to construct a generation facility with a capacity of 242 megawatts located on the existing Magnolia 
generating site in Burbank, California. 

 
SCPPA issued $14,105,000 of lease revenue bonds to finance a portion of the project costs for the facility that was 
collateralized by the parking structure at City Hall.  The City has leased back the parking structure from SCPPA.  
SCPPA will provide for the payment of a portion of the costs of operation of the Project through the sale of a 
portion of the capacity and energy of the Project of the member cities pursuant to the Power Sales Agreement.  On 
March 1, 2003, the City entered into this sales agreement with SCPPA, entitling the City to a 4.2% share of the 
plant output. 
 
In June 2005, the former Redevelopment Agency Debt Service Fund assumed the City’s debt related to the sales 
agreement with SCPPA.  As the energy derived from the plant serves and benefits both the Los Cerritos and Los 
Coyotes Capital Project Areas, it was deemed appropriate that the former Agency assume the debt. Debt assumed 
was allocated 25%, which is $3,526,250, to the Los Cerritos Project Area and 75%, which is $10,578,750, to the 
Los Coyotes Project Area. 
 
The payments are due in annual installments on January 1 and July 1 of each year.  The first payment was made 
January 2006, and the final payment is due at maturity on July 1, 2036. 
 
The debt service schedule for the Los Cerritos Project Area is at Note 5C.  
 
The Los Coyotes Project Area portion is payable solely from and secured by RPTTF revenues received from the 
Successor Agency.  Annual principal and interest payments on the bonds are expected to require less than 10% of 
net property tax increment revenues.  The total remaining principal and interest to be paid on the bonds is 
$16,150,430.  Principal and interest paid for the current year was $644,289 and total tax revenue for the Los 
Coyotes Project Area reported by the Successor Agency was $21,721,053. 
 
Bonds outstanding at June 30, 2013 were $9,131,250. 
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Note 5 – Long-Term Debt (Continued) 
 

I. Los Cerritos and Los Coyotes Redevelopment Project - Magnolia Power Project B, Series 2003 Revenue Bonds 
(Continued) 
 
Future debt service requirements on the bonds allocated to the Los Coyotes Project Area are as follows: 
 

Year Ending
June 30, Principal Interest Total

2014 202,500$            440,400$            642,900$            
2015 210,000              432,930              642,930              
2016 219,375              424,894              644,269              
2017 228,750              416,227              644,977              
2018 236,250              407,077              643,327              

2019-2023 1,342,500           1,877,122           3,219,622           
2024-2028 1,681,875           1,536,937           3,218,812           
2029-2033 2,148,750           1,072,968           3,221,718           
2034-2037 2,861,250           410,625              3,271,875           

TOTAL 9,131,250$        7,019,180$        16,150,430$      

 
 

J. Los Cerritos Redevelopment Project - Note Payable 
 

In September 2005, the former Agency entered into an agreement to purchase land owned by Southeast Regional 
Occupational Program within the Los Cerritos Capital Project Area for $1,205,662. 
 
In connection with the purchase, the former Agency provided a note payable in the amount of $1,025,000.  Interest 
will be charged annually at the rate equal to the annual average of the City’s investment fund return.  Since the 
future interest rate is not known, the interest portion of future debt service is not presented in the table below. 
 
Interest only payments were due on each anniversary date through 2010. Thereafter annual principal and interest 
payments will be due through the maturity date, September 26, 2015, with principal in the amount of $200,000 per 
year on the sixth through ninth year anniversary dates and $225,000 on the maturity date. 
 
Principal outstanding at June 30, 2013 amounted to $625,000. 
 
Future debt service requirements on this note are as follows: 
 

Year Ending
June 30, Principal

2014 200,000$            
2015 200,000              
2016 225,000              

TOTAL 625,000$           
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Note 6 – Settlement Receipt from City of Cerritos Due to the Dissolution of Cerritos Redevelopment Agency 
 
On October 15, 2012, the Successor Agency submitted the Low and Moderate Income Housing Fund (“LMIHF”) Due 
Diligence Review (“DDR”) to the California Department of Finance pursuant to Health and Safety Code Section 
34179.6(c).  The purpose of the review was to determine the amount of cash and cash equivalents available for 
distributing to the affected taxing entities.  The Department of Finance issued a letter to the City dated 
November 9, 2012 determining that $17,109,652 transferred to the City on February 1, 2012 is considered 
unencumbered LMIHF cash and cash equivalents and is subject to distribution to the taxing entities.  The City 
disagreed with the adjustment made by the Department of Finance and disputed the amount.  Per the request of the 
Department of Finance determination letter dated December 15, 2012, the Successor Agency remitted to the Los 
Angeles County Auditor-Controller on December 19, 2012 a cash disbursement in the amount of $10,109,094.  
Accordingly, the City’s Housing Assets Special Revenue Fund transferred the $10,109,094 to the Successor Agency to 
satisfy the obligation required by the Department of Finance.   
 
 
Note 7 – Commitments & Contingencies 
 
Tax Allocation Bonds to Commonwealth Cousins, I, LLC 
 
On October 8, 1998, the former Agency authorized the issuance of bonds relating to specific development within the 
Los Coyotes Project Area.  Then, in November 1998 the former Agency entered into an agreement to issue $5,640,000 
of Tax Allocation Bonds to Commonwealth Cousins, I, LLC, in relation to the construction of a shared parking 
structure in the Cerritos Towne Center.  The parking structure serves both the retail complex and tenants within an 
adjacent office building.  The bonds may be issued and delivered upon written request by the developer.  As of June 
30, 2001, $3,760,000 of the bonds were issued.  The remaining balance of $1,880,000 remained unissued at June 30, 
2013.  Interest will not accrue prior to the issuance date.  The Successor Agency will repay the bonds by pledging a 
portion of the property taxes generated from the adjacent office building. 
 
Cerritos Redevelopment Agency Asset Transfer Review from California State Controller 
 
In October 2013, the California State Controller released the Cerritos Redevelopment Agency Asset Transfer Review 
Report for January 1, 2011 through January 31, 2012.  Pursuant to Health and Safety (“H&S”) Code section 34167.5, 
the State Controller’s Office (“SCO”) reviewed all asset transfers made by the Cerritos Redevelopment Agency to the 
City or any other public agency after January 1, 2011.  Per the review report, the statutory provision states, “The 
Legislature hereby finds that a transfer of assets by a redevelopment agency during the period covered in this section is 
deemed not to be in furtherance of the Community Redevelopment Law and is thereby unauthorized.”  The SCO 
review found that the Redevelopment Agency transferred $210,774,198 in assets after January 1, 2011, including 
unallowable transfers of assets totaling $170,836,440, or 81.05%, of the transferred assets.  The SCO determined that 
these assets must be immediately returned by the City to the Successor Agency.  The Successor Agency was directed 
by the SCO to properly dispose of those assets in accordance with H&S Code sections 34177(d) and (e) and 34181(a).  
The City intends to pursue legal actions in response to this report from the SCO. 
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