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Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Authority as of June 30, 2015, and the changes in financial position and cash 
flows for the fiscal year then ended in conformity with accounting principles generally accepted in the 
United States of America. 
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the Management’s 
Discussion and Analysis on pages 3 and 4, 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 required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 
 
Other Information 
 
Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Authority’s basic financial statements. The combining financial statements are 
presented for purposes of additional analysis and are not required parts of the basic financial statements.  
The combining financial statements are the responsibility of management and were derived from and 
relate directly to the underlying accounting and other records used to prepare the financial statements. 
The information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the financial statements or to the 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated May 24, 2016, 
on our consideration of the Authority’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 the internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Authority’s internal control over 
financial reporting and compliance. 

 
 
Moss, Levy & Hartzheim, LLP 
Culver City, California 
May 24, 2016 
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LOS ANGELES GRAND AVENUE AUTHORITY 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2015 

 

 

The Management's Discussion and Analysis (MD&A) of the financial activities of the Los Angeles 
Grand Avenue Authority (the Authority) provides a narrative overview of the Authority's financial 
activities for the fiscal year ended June 30, 2015. Please read it in conjunction with the 
accompanying financial statements, footnotes, and supplementary information.  Amounts 
contained in this discussion have been rounded to facilitate their readability. 

Financial Highlights 

• During the fiscal year ended June 30, 2015, the Authority's net position increased by $0.30 
million to $7.17 million. Cash deposited in the County Treasury Pool decreased by $0.31 
million to $0.64 million. 

• The main activity of the Authority is to oversee the development of the Grand Avenue 
Project.  The Authority is currently working with a developer to develop Parcel Q, making 
temporary improvements to the back of Parcel L, and is making plans for the development 
of Parcel W-2.   

• The Authority has no capital assets. 

• The Authority has no long-term debt. 

Overview of Financial Statements 

This MD&A serves as an introduction to the Authority’s basic financial statements.  The basic 
financial statements include five components:  1) Statement of Net Position; 2) Statement of 
Revenues, Expenses and Changes in Net Position; 3) Statement of Cash Flows; 4) Notes to the 
Financial Statements, and 5) Supplemental information.  

• The Statement of Net Position presents all of the Authority's assets and liabilities, with the 
difference reported as net position. Over time, increases or decreases in net position may 
serve as a useful indicator to determine whether the financial position of the Authority is 
improving or deteriorating. 

• The Statement of Revenues, Expenses, and Changes in Net Position presents information 
showing how the Authority's net position changed during the fiscal year. All changes in net 
position (revenues and expenses) are reported when the underlying event giving rise to the 
change occurs, regardless of the timing of the related cash flows. Accordingly, revenues and 
expenses are reported in this statement for items that will result in cash flows in future fiscal 
periods (e.g. accrued but unpaid contract and professional service fees). 
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LOS ANGELES GRAND AVENUE AUTHORITY 
MANAGEMENT’S DISCUSSION AND ANALYSIS 

FOR THE YEAR ENDED JUNE 30, 2015 (Continued) 

• The Statement of Cash Flows presents information regarding the Authority’s use of cash during 
the fiscal year and is an indicator of whether or not sufficient cash flow is being generated 
during the fiscal year to meet the operating needs of the Authority. 

• The notes provide additional information that is essential for a full understanding of the data 
provided in the financial statements. 

• The supplemental information includes schedules in the format of the basic financial 
statements, showing the activity for each fund. 

Financial Statement Analysis 

The Authority was established between the County of Los Angeles (County) and the Community 
Redevelopment Agency of the City of Los Angeles (CRA) to provide for the development of certain 
properties owned by the County and the CRA located in the vicinity of Grand Avenue in downtown 
Los Angeles. Operating revenues have consisted primarily of contributions from the developer. 
Operating expenses have consisted primarily of contract and professional service fees.  

As of June 30, 2015, the Authority’s Net Position was $7.17 million compared to $6.87 million as of 
June 30, 2014.  Assets consisted primarily of a $5.99 million loan to the developer for financing of 
affordable housing development to be constructed at 237 South Grand Avenue. Liabilities as of 
June 30, 2015 were $0.07 million compared to $0.06 million as of June 30, 2014 and consisted of 
accounts payable. 

Capital Assets 

As of June 30, 2015, the Authority had no capital assets. 

Economic Factors 
 

• In December 2012, construction of Parcel M began.  Parcel M (The Emerson) was 
completed in September 2014 with final certificate of occupancy in January 2015. 

• In March 2012, construction on Parcel L began.  Parcel L (The Broad Museum) was 
completed in September 2015.  

• In July 2014, the Authority Board approved the revised Scope of Development for Parcel 
Q.  Construction is planned to begin at the end of 2017. 

• The Scope of Development for Parcel W-2 is still pending. 

Contacting the Authority’s Financial Management 

This financial report is designed to provide our citizens and other interested parties with a general 
overview of the Authority's finances and to demonstrate the Authority's accountability for the 
money it receives. If you have any questions about this report or need additional financial 
information, contact the County of Los Angeles, Department of Auditor-Controller, 500 West 
Temple Street, Room 525, Los Angeles, CA 90012. 
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NOTE 1 ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
(Continued) 

 

B. Significant Accounting Policies (Continued) 
 

Proprietary funds distinguish operating revenues and expenses from 
nonoperating items. The principal operating revenue of the Authority is 
contributions from developers. Operating expenses include the utilities, supplies 
and other charges and contract and professional services.  All revenues and 
expenses not meeting this definition are reported as nonoperating revenues and 
expenses. 
 
When both restricted and unrestricted resources are available for use, it is the 
Authority’s policy to use restricted resources first, then unrestricted resources as 
they are needed. 
 
The following are descriptions of the Authority’s funds: 
 
• The Los Angeles Grand Avenue Authority Fund is the Authority’s 
primary operating fund. It accounts for all financial resources of the Authority, 
except those required to be accounted for in another fund.  
 
• The Phase II Affordable Housing Fund is used to deposit funds related 
to the Phase II Affordable Housing project. 
 
• The Phase IIB Affordable Housing Parcel M Fund is used to hold the 
deposits by CRA.  

 
The Authority’s financial statements are presented in accordance with the 
provisions of Governmental Accounting Standards Board Statement (GASB) No. 
34, Basic Financial Statements – and Management’s Discussion and Analysis – 
for State and Local Governments and GASB Statement No. 63 – Financial 
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, 
and Net Position. Statement No. 34 established standards for external financial 
reporting for all state and local governmental entities and Statement No. 63 
established standards for reporting deferred outflows of resources, deferred 
inflows of resources, and net position in a statement of financial position.  The 
net position is required to classify into three components – net investment in 
capital assets; restricted; and unrestricted.  These classifications are defined as 
follows: 

 
Net investment in capital assets – This component of net position consists of 
capital assets, including restricted capital assets, net of accumulated 
depreciation and is reduced by the outstanding balances of any bonds, 
mortgages, notes, or other borrowings that are attributable to the acquisition, 
construction, or improvement of those assets.  If there are significant unspent 
related debt proceeds at year-end, the portion of the debt attributable to the 
unspent proceeds is not included in the calculation of invested in capital assets, 
net of related debt.  Rather, that portion of the debt is included in the same net 
position component as the unspent proceeds.   
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NOTE 2 CASH ON DEPOSIT WITH COUNTY TREASURER 

 
In accordance with the California Government Code, cash balances of the Authority 
are deposited with and pooled and invested by the Los Angeles County Treasurer for 
the purpose of increasing interest earnings through investment activities.  Interest 
earned on pooled investments is deposited to participating funds based upon each 
fund’s average daily balance during the allocation period. 

 
Statutes authorize the County of Los Angeles to invest pooled investments in 
obligations of the United States Treasury, federal agencies, municipalities, 
commercial paper rated A-1 by Standard and Poor’s Corporation and P-1 by 
Moody’s Commercial Paper Record, bankers’ acceptances, negotiable certificates of 
deposits, floating rate notes, repurchase agreements, and reverse repurchase 
agreements. 
 
See the County of Los Angeles’ Comprehensive Annual Financial Report for 
disclosures related to cash and investments and the related interest rate risk, credit 
rate risk, custodial risk, and concentration risk. 

 
Funds deposited in the Los Angeles County Treasury Pool amounted to $641,078 as 
of June 30, 2015. These amounts represent less than 0.1% of the total balance of 
the Los Angeles County Treasury Pool. 

 
NOTE 3 NET POSITION 
  
 Net position at June 30, 2015, consisted of the following:  

 

Restricted for projects 7,166,654$  

Total Net Position 7,166,654$  

 
 

NOTE 4 LOAN RECEIVABLE  
   

On December 12, 2012, the Authority loaned $5,626,000 to Grand Avenue M 
Housing Partners, LLC as part of the financing for an affordable housing 
development to be constructed at 237 South Grand Avenue, in relation to the Bunker 
Hill Redevelopment Project. On September 4, 2015, the Authority loaned an 
additional $369,000 to Grand Avenue M Housing Partners, LLC as part of the 
financing for the same affordable housing development. The term of the loan is 55 
years, commencing December 12, 2012.  The outstanding balance of the loan, 
including principal and interest, shall be due and payable in full upon the first to occur 
of the following: (a) the occurrence of a transfer (other than a permitted transfer) 
without the prior written consent of the Authority, which shall be granted or denied in 
the sole and absolute discretion of the Authority; (b) an uncured Event of Default by 
the Borrower; or (c) expiration of the term of the loan. Interest on the loan is 3% per 
annum, simple interest on the principal amount. 
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NOTE 4 LOAN RECEIVABLE (Continued) 
 

The loan is secured by a deed of trust, which is subordinated to any senior loan 
approved by the Authority and any deed of trust in favor of a senior lender in 
connection therewith, any security instrument securing the letter of credit, and any 
regulatory agreement to be recorded in connection with financing the project and/or 
low income housing tax credits. The loan is senior to the $7.7 million loan that Grand 
Avenue M Housing Partners, LLC has outstanding with Urban Funding, Inc. 
 
The loan shall be repaid from annual payments equal to the Authority’s share of 
residual receipts, if any. The Authority’s share of residual receipts shall be equal to 
fifty percent (50%) of residual receipts. 
 
The outstanding balance of the loan was $5,995,000 at June 30, 2015. As of June 
30, 2015, there was accrued interest of $439,578 on the loan. 

 

NOTE 5 COMMITMENTS AND CONTINGENCIES 
 

On March 5, 2007, the Authority entered into a Disposition and Development 
Agreement (DDA) with the Grand Avenue LA, LLC (GALA) (the “Developer”) to fulfill the 
purposes of the Joint Powers Agreement, dated as of September 2, 2003 by and 
between the County of Los Angeles (the “County”) and the Community Redevelopment 
Agency of the City of Los Angeles, California (the “CRA”), to cause the development of 
certain real property adjacent to the Los Angeles downtown Civic Center and Music 
Center with retail, hotel, office, and housing (including affordable housing), all with an 
estimated development potential of approximately 3,200,000 square feet, together with 
destination urban park uses and remaking of Grand Avenue into active and inviting 
pedestrian uses. 
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