City of Victorville, a Municipal Corporation, as Successor to Housing Assets
of the Victorville Redevelopment Agency

In accordance with the California Health and Safety Code Section 34176.1(f), the City of
Victorville, as Successor to Housing Assets of the Victorville Redevelopment Agency has
prepared a Housing Successor Annual Report (Report) regarding the Low and Moderate Income
Housing Assets Fund (LMIHAF), dated February 2, 2016. This Report sets forth certain details
of the City of Victorville (Housing Successor) activities during Fiscal Year 2014-15,as reported
and extracted from the City of Victorville’s Comprehensive Annual Financial Report, ending
June 30, 2015 . The Report is based upon information prepared by Housing Successor staff and
information contained within the in depended financial audit of the Low and Moderate Income
Housing Asset Fund. This Report conforms with Section 34176.1(f) of the Dissolution Law.



City of Victorville
Notes to Basic Financial Statements

For the year ended June 30, 2015

Land Held for Resale |

As of June 30, 2015, the Successor Agency of the Victorville Redevelopment Agency
and the Victorville Housing Trust had acquired and developed parcels of land in the Bear
Valley and Old Town/Midtown project areas. These parcels were purchased for the
purpose of providing incentives to developers in order to construct future commercial
projects on the property, and are recorded as land held for resale at the recorded
amounts of $17,183,494 and $12,014,214, respectively.

Long-Term Notes Receivable |

Affordable Housing Loans Receivable

The Successor Agency of the Victorville Redevelopment Agency and the Victorville
Housing Trust have entered into agreements with developers to establish various
affordable housing project loans. At June 30, 2015, the Successor Agency’s outstanding
loans receivable was $8,984,160.

Governmental Long-Term Liabilities |

Changes in Long-Term Liabilities

A summary of changes in long-term liabilities for the year ended June 30, 2015 is as
follows:
Balance at
7/1/2014, Balance at Due Within
as restated*  Additions Retirements  6/30/2015 One year

Compensated Absences $ 2,882,877 1,837,477 (1,766,596) 2,953,758 1,506,417

OPEB Obligation 14,772,400 1,367,000 (203,558) 15,935,842 222,077

Net Pension Liability 26,567,366 - (2,449,776) 24,117,590 -

Claims Payable 876,954 532,063 (338,574) 1,070,443 300,000
Totals $ 45,099,597 3,736,540 (4,758,504) 44,077,633 2,028,494

* - See footnote 23 for additional information regarding a prior period adjustment in
accordance with the City’s implementation of GASB 68.

Compensated Absences

The City’s policies relating to compensated absences are described in Note 1. This
liability, amounting to $2,953,758 at June 30, 2015 will be paid in future years from
future resources, generally liquidated by the General Fund.
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Notes to Basic Financial Statements

For the year ended June 30, 2015

(22)

Successor Agency Trust for Assets of the Former Redevelopment Agency,
(Continued)

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 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 17, 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
number 12-005.

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 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.

After February 1, 2012 the assets and activities of the dissolved redevelopment agency
are reported in a fiduciary fund (Successor Agency to the Victorville RDA) in the financial
statements of the City, pending the liquidation and distribution of the assets and liabilities
of the former Redevelopment Agency to other taxing entities in accordance with state
law.

On November 10, 2012 the Successor Agency Board approved Resolution R-SA-12-006
and established the Victorville Housing Trust as a successor to the low and moderate
income housing program of the former Redevelopment Agency.

On December 3, 2013 the Successor Agency Board approved Resolution R-SA-13-007
approving submission of the Long Range Property Management Plan for the Victorville
Successor Agency to the California Department of Finance (DOF). The City is currently
in the process of revising the plan based on recommendations from DOF and the
revised plan has not yet been approved. Once the revised plan is approved, any assets
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(22) Successor Agency Trust for Assets of the Former Redevelopment Agency,
(Continued)

authorized by the approved plan for transfer to the City or other entities will be
transferred in accordance with the directives of the plan and Assembly Bill No. 1484. On
November 14, 2014 the California State Controller's Office (SCO) issued its report
regarding its review of asset transfers made by the Victorville Redevelopment Agency
(RDA) after January 1, 2011 to other public agencies, including the City. The report
indicated that there were no unallowable transfers that occurred during the review period
between the RDA, the City, and/or any other public agency.

[ (23) Prior Period Adjustments |

The accompanying financial statements reflect certain other prior period adjustments, as
set for below. It is not practical to restate the 2014 partial comparative financial
information due to the unavailability of information.

Below is a summary of prior period adjustments affecting net position of Business-Type

Activities:
Business
Type Water Municpal Solid Sanitary

Activities District SCLAA Utility Waste District
As previously reported $170,562,692 208,647,563 (126,666,432) (20,288,830) 9,813,995 59,759,759
a) Accumulated depreciation 9,400 (158,438) (2,187,488) - 2,355,326
b) GASB 68 (13,790,932)  (8,131,570) (2,264,134) (744,723) (999,103) (1,651,402)
c¢) Accounts Payable (604,806) - - - (604,806) -
As restated $156,176,354 200,357,555 (131,118,054) (21,033,553) 8,210,086 60,463,683

a) During the year ended June 30, 2015, the City identified a discrepancy in their
records causing accumulated depreciation to be recorded in the incorrect funds in
prior years. An entry was booked to adjust beginning accumulated depreciation.
There was also an immaterial error noted in the calculation of prior year
depreciation expense.

b) During the fiscal year ended June 30, 2015 the City implemented GASB No. 68. As
part of the implementation of this accounting standard, net position as of June 30,
2014 was restated.

c) During the year ended June 30, 2015, the City identified an item that was paid
during the year ending June 30, 2015, but was incurred in prior years.
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Nonmajor Governmental Funds

Special Revenue Funds

Special revenue funds are used to account for revenue derived from specific taxes or other
revenue sources that are restricted by law or administrative action to expenditure for specified
purposes.

Measure |

This fund accounts for the portion of sales tax revenue received from the County. The funds are
legally restricted expenditures for the local street networks that have significant inter-
jurisdictional or regional traffic.

Other Federal Grants

This fund accounts for federal moneys received for the following grants: COPS Fast Grant,
Federal Demonstration, Transportation Enhancement Act, Congestion Mitigation Air Quality
Grant, Police Hiring Supplement Grant, Federal Asset Seizure, and EPA Water Reuse Grant.

Victorville Housing Trust
This fund accounts for the housing activities of the City that were previously accounted for in the
low and moderate housing redevelopment agency fund.

Landscape Maintenance and Drainage Facilities Assessment District

This fund accounts for the revenue and expenditures of Assessment Districts which provided
benefits to the property owner served. These improvements include items such as enhanced
landscape, blocked walls, irrigation and drainage system. Since the maintenance of these
enhanced facilities directly benefit the individual parcels within the district rather than the City as
a whole, the maintenance costs are assessed to the property owners with the Maintenance
Assessment District boundaries.

Street Lighting
This fund accounts for revenue received from assessments levied within the District and
disbursed funds are for street lighting maintenance activities.

Traffic Safety

This fund accounts for revenue received from fines and forfeitures under Section 1463 of the
Penal Code and disbursed funds are related to the maintenance and improvement of traffic
control devices, as well as the compensation of school crossing guards who are not regular full-
time members of the police department of the City.

Asset Seizure

This fund accounts for a portion of revenues received from sales of assets seized during drug-
related arrests and disbursed for authorized public safety activities.
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CITY OF VICTORVILLE
Victorville Housing Trust
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
Year ended June 30, 2015

Variance with

Final Budget
Budgeted Amounts Positive
Original Final Actual (Negative)
Revenues:
Investment income $ - - 1,880 1,880
Other - - 3,600 3,600
Total revenues - - 5,480 5,480
Expenditures:
Current:
Public safety - - 9,785 (9,785)
Community development 64,000 70,000 165,676 (95,676)
Total expenditures 64,000 70,000 175,461 (105,461)
Excess (deficiency) of revenues
over (under) expenditures (64,000) (70,000) (169,981) (99,981)
Other financing sources (uses):
Gain (loss) on sale of assets - - 50,000 50,000
Total other financing sources (uses) - - 50,000 50,000
Net change in fund balances (64,000) (70,000) (119,981) (49,981)
Fund balances at beginning of year 12,666,528 12,666,528 12,666,528 -
Fund balances at end of year $12,602,528 12,596,528 12,546,547 (49,981)
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