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Finance Department

February 22, 2022

To the Members of the City Council, the City Manager, and the Citizens of the City of West
Covina:

It is a pleasure to submit the Comprehensive Annual Financial Report (CAFR) of the City of
West Covina (City) for the fiscal year ended June 30, 2021. This report consists of
management’s representations concerning the finances of the City. Management assumes full
responsibility for the completeness and reliability of all the information presented in this report.
To provide a reasonable basis for making these representations, management of the City has
established a comprehensive internal control framework that is designed to both protect the
City’s assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the City’s financial statements in conformity with GAAP. Because the cost of
internal controls should not outweigh their benefits, the City’s comprehensive framework of
internal controls has been designed to provide reasonable rather than absolute assurance that
the financial statements will be free from material misstatement. As management, we assert
that, to the best of our knowledge and belief, this financial report is complete and reliable in all
material respects.

The City’s financial statements have been audited by Van Lant & Fankhanel, LLP, a firm of
certified public accountants. The auditors have issued an unmodified opinion on these financial
statements. Their report is located at the front of the financial section of this report.

The Management's Discussion and Analysis (MD&A) immediately follows the independent
auditor's report and provides a narrative introduction, overview, and analysis of the basic
financial statements. This letter of transmittal is designed to complement the MD&A and should
be read in conjunction with it.

Profile of the Government

The City of West Covina is located in the San Gabriel Valley, 20 miles east of downtown Los
Angeles and 15 miles north of Orange County. Incorporated as a general law city in 1923, the
City's 16 square miles flourished with walnut groves and orange groves for many decades. The
post-World War |l building boom rapidly transformed the City, which experienced a significant
population increase between 1950 and 1960, from less than 5,000 to more than 50,000 citizens.
Subsequent to this rapid population increase, the City has continued to grow at a steady pace
with a current population in excess of 109,000.



The City’s location and access to major freeways makes West Covina close to many visitor
attractions and an ideal business and commercial center. The City has over 32,000 housing
units and offers the amenities of a big city location with a high standard of living for its
community.

Under the Council-Manager form of government, the five City Council members are elected by
districts to overlapping four-year terms. The City Council selects a Mayor from one of its
members each November to serve a one-year term. The City Council is responsible for, among
other things, passing ordinances, adopting the budget, appointing committees, and hiring both
the City Manager and City Attorney. The City Manager is responsible for carrying out the
policies and ordinances of the City Council, for overseeing the day-to-day operations of the City,
and for appointing the heads of the various departments.

The City provides a full range of services to its citizens, including police, fire and emergency
medical; construction and maintenance of streets, traffic signalization and other infrastructure;
planning and building safety; and social, recreational and cultural activities and events. The City
offers sixteen parks, four community centers, a Sports Complex, and a county operated library.
The City is financially accountable for the Successor Agency to the former Redevelopment
Agency of the City of West Covina, a financing authority, and a housing authority, which are
combined within the City’s financial statements. Additional information regarding all three of
these legally separate entities can be found in the notes to the financial statements.

The annual budget serves as a foundation for the City's financial planning and control. The City
Council holds public hearings and adopts an annual budget for all funds. The budget
appropriations are prepared by fund, function, and department. The City Manager is authorized
to transfer budgeted amounts within departments to assure adequate and proper standards of
service. Budgetary revisions, including supplemental appropriations which increase total
appropriations in individual funds must be approved by the City Council.

Economic Outlook and Major Objectives

From early in its history, the City of West Covina has been noted as a city of beautiful homes.
Through its General Plan, the City Council strives to maintain the City's high-quality residential
base and living environment. The City's identity is defined by carefully designed entry point
elements, landmark areas, and open space areas.

Known as the headquarters of the East San Gabriel Valley, the City strives to maintain a
prosperous business and commercial climate. Despite the current challenging financial and
economic environment, West Covina derives significant economic stability from the City's three
major commercial districts: Plaza West Covina, Eastland Center, and The Lakes.

The California State Auditor has identified several risks in the City’s financial condition, including
a major unfunded pension liability, general fund expenditures that have exceeded revenues,
and high turnover and reductions in staff in recent years. The City of West Covina continues
work to secure the financial future of the City while safeguarding the delivery of great public
services. This requires stewardship and a willingness to consider all alternatives in service
provision.

The City of West Covina will continue to strive to provide the highest level of service to its
residents and businesses, so the community can thrive.



Short-term and Long-term Financial Planning

Annually, the City adopts a budget covering operating revenues and expenditures, labor usage,
capital expenditures, and other sources and uses of funds. For financial planning purposes, the
City conducts comprehensive citywide financial forecasting in conjunction with its revenue
consultants and other sources.

During the past few years, the City has utilized a range of temporary and permanent cost
reduction initiatives, economic development, and revenue generation priorities, outside grants,
and the use of fiscal reserves as necessary. As a result, the City has weathered the effects of
the recession while providing critical services to the public in areas such as public safety, facility
maintenance, parks maintenance, and infrastructure improvement. On June 5, 2018, the City
Council adopted a fund balance policy to maintain a minimum unassigned fund balance of 17%
of the General Fund operating expenditures.

Awards and Acknowledgements

The preparation of this report could not have been accomplished without the efficient and
dedicated services of the entire staff of the Finance Department. | would like to express my
appreciation to all members of the Department who assisted and contributed to the preparation
of this report. These are extremely challenging times for local government in which many
difficult decisions must be made. Credit also must be given to City Council for their interest and
support in planning and conducting the financial operations of the City in a responsible and
progressive manner.

Respectfully submitted,
Jf«fm

Stephanie Sikkema
Finance Director
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Van Lante
Fankhanel LLP

—— Certified Public Accountants —

Independent Auditor’s Report

The Honorable City Council
City of West Covina, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund, and the aggregate remaining fund information of the City of West Covina,
Callifornia, as of and for the year ended June 30, 2021, and the related notes to the financial statements,
which collectively comprise the City of West Covina’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.

Auditor’s 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 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 entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Van Lant & Fankhanel, LLP

29970 Technology Drive, Suite 105 A
Murrieta, CA 92363
009.856.6879



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund, and
the aggregate remaining fund information of the City of West Covina, California, as of June 30, 2021, and
the respective changes in financial position, and, where applicable, cash flows thereof for the year then
ended in accordance 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, the budgetary comparison information, and other required supplementary
information as listed in the 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 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 to 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, the supplementary information as
listed in the table of contents, and statistical section, are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

The combining statements and schedules listed in the supplementary information section of 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 financial statements. Such 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 statement 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 the basic financial
statements as a whole.

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 22,
2022, on our consideration of the City of West Covina’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 and should be considered in assessing the
results of our audit.

oAttt Foibbwid AT

February 22, 2022



MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis of the financial performance of the City of West Covina
(the City) provides an overview of the City’s financial activities for the fiscal year ended
June 30, 2021. The information presented herein should be considered in conjunction with the
transmittal letter and financial statements identified in the accompanying table of contents.

FINANCIAL HIGHLIGHTS

As of June 30, 2021, the City’s total net position (assets plus deferred outflows of
resources less liabilities and less deferred inflows of resources) was a deficit of $26.4
million.

The City’s total net position decreased $7.5 million from the prior year. This is mostly due
to an increase in long-term debt related to the issuance of the 2020 Lease Revenue Bonds
of $204.1 million. The increase to debt is offset with increase to Deferred Outflows of
Resources relating to pension and OPEB liabilities totaling approximately $179.4.

The City’s total governmental funds reported combined ending fund balances of $127.1
million, an increase of $42.7 million in comparison with the prior fiscal year of $84.4 million.
The increase is comprised of changes in fund balance of $41.8 and a restatement of $0.9
million. Of the $127.1 million fund balance, $4.0 million, or 3.2%, of this total is non-
spendable (not available for new spending). The restricted fund balance categories of
$92.2 million or 72.5% is spendable for restricted purposes. The assigned fund balance
of $9.7 million, or 7.6%, represents amounts that are intended to be used for specific
purposes, but are not formally restricted or committed. The unassigned fund balance
category of $21.2 million, or 16.7%, represents the City’s fund balance reserves.

The City’s business-type computer service enterprise activity (West Covina Service
Group) had an operating gain for fiscal year (FY) 2020-21 of $282,448, compared with a
$82,266 operating gain in FY 2019-20. The total net position for the computer service
enterprise fund as of June 30, 2021 is 38,329. The net position in the prior year was
($244,119).

OVERVIEW OF THE FINANCIAL STATEMENTS

The annual report consists of four parts — management’s discussion and analysis (this section),
the basic financial statements, required supplementary information, and an optional section that
presents combining statements for non-major governmental funds and internal service funds. The
basic financial statements include two kinds of statements that present different views of the City:

The first two statements are government-wide financial statements that provide both long-
term and short-term information about the City’s overall financial status.

The remaining statements are fund financial statements that focus on individual parts of
the City government, reporting the City’s operations in more detail than the government-
wide statements.

¢ The governmental funds statements tell how general government services like public
safety were financed in the short-term as well as what remains for future spending.



e Proprietary funds statements offer short- and long-term financial information about the
activities that are operated like a business, such as the West Covina Service Group,
the City’s computer service enterprise.

e Fiduciary fund statements provide information about the fiduciary relationships — like
the custodial funds of the City — in which the City acts solely as an agent or trustee for
the benefit of others, to whom the resources in question belong.

The financial statements also include notes that provide additional information that is essential to
a full understanding of the data provided in the government-wide and fund financial statements.

Reporting the City as a Whole

The accompanying government-wide financial statements include two statements that present
financial data for the City as a whole. The Statement of Net Position and the Statement of
Activities report information about the City as a whole and about its activities. These statements
include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues and
expenses are taken into account regardless of when cash is received or paid.

These two statements report the City’s net position and changes in them. The City’s net position
is one way to measure the City’s financial health, or financial position. Over time, increases and
decreases in the City’s net position are one indicator of whether its financial health is improving
or deteriorating. You will need to consider other non-financial factors, however, such as changes
in the City’s property tax or sales tax base and the condition of the City’s roads, to assess the
overall health of the City.

The Statement of Net Position and the Statement of Activities are divided into two kinds of
activities:

¢ Governmental activities — Most of the City’s basic services such as public safety, streets
and roads, economic development and parks and recreation, are reported here. Sales
taxes, property taxes, state subventions, and other revenues finance most of these
activities.

o Business-type activities — The City charges a fee to customers to help it cover all or most
of the cost of the services accounted for in these funds. These activities include the City’s
computer service enterprise operation.

The government-wide financial statements include the West Covina Housing Authority, the West
Covina Public Financing Authority, the Parking Authority of the City of West Covina and the West
Covina Community Services Foundation (component units), along with the City of West Covina
(the primary government). Although legally separate, these component units are important
because the City is financially accountable for them.

The activities of the Successor Agency of the former redevelopment agency can be found in the
Fiduciary Fund Section of the Financial Statements in the Private Purpose Trust Fund.



Reporting the City’s Most Significant Funds

The fund financial statements provide detailed information about the City’s most significant
funds — not the City as a whole. Some funds are required to be established by State law or by
bond covenants. However, City Council establishes many other funds to help it control and
manage money for particular purposes or to show that it is meeting administrative responsibilities
for using certain taxes, grants, or other money (like grants received). The City’s two kinds of
funds — governmental and proprietary — use different accounting approaches.

e Governmental funds — Most of the City’s basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances left
at year end that are available for spending. These funds are reported using the modified
accrual accounting method, which measures cash and all other current financial assets
that can readily be converted to cash. The governmental fund statements provide a
detailed short-term view of the City’s general government operations and the basic
services it provides. Governmental fund information helps you determine whether there
are more or fewer financial resources that can be spent in the near future to finance the
City’s programs. We describe the relationship or differences between governmental
activities (reported in the Statement of Net Assets and the Statement of Activities) and
governmental funds in reconciliations on the pages following the fund financial statements
in this report.

o Proprietary funds — When the City charges customers for the services it provides, these
services are generally reported in proprietary funds. Proprietary funds are reported in the
same way that all activities are reported in the Statement of Net Position and the
Statement of Activities. In fact, the City’s enterprise funds are the same as the business-
type activities we report in the government-wide statements but provide more detail and
additional information, such as cash flows for proprietary funds. We use internal service
funds (the other component of proprietary funds) to report activities that provide supplies
and services for the City’s other programs and activities.

Reporting the City’s Fiduciary Responsibilities

The City is an agent for certain assets held for, and under the control of, other organizations and
individuals. All of the City’s fiduciary activities are reported in separate fiduciary funds. These
activities are not included in the government-wide 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.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

Statement of Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. As of June 30, 2021, net position for the City was a deficit balance of $26.4 million.
Compared to the prior year, the net position of the City decreased by $7.5 million.

The City’s net position of a deficit of $26.4 million is made up of three components: Net investment
in Capital Assets, Restricted Net Position and Unrestricted Net Position. The largest portion of
the City’s net position, $139.5 million, reflects its net investment in capital assets (e.g.,
infrastructure, land, buildings, machinery, and equipment) less any related debt used to acquire
those assets that is still outstanding. The City uses these capital assets to provide services to
the community. As such, these assets are not available for spending. In addition, $89.2 million of
the City’s net position represents resources that are subject to external restrictions on how they



may be used. The remaining deficit balance of unrestricted net position of $255.2 million is a
result of the implementation of GASB 68 and GASB 75.

The table below reflects the Statement of Net Position for the fiscal year ended June 30, 2021,

with the comparative data for the fiscal year ended June 30, 2020:

Table 1
Statement of Net Position

Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020
Assets:
Current and other assets $ 162,856,719 $ 105277,948 § 74510 § (46,057) $ 162,931,229 $ 105,231,891
Capital assets 184,406,014 189,635,902 - - 184,406,014 189,635,902
Total assets 347,262,733 294,913,850 74,510 (46,057) 347,337,243 294,867,793
Deferred Outflows of Resources:
Pension related 191,680,785 22,698,850 - - 191,680,785 22,698,850
OPEB related 15,255,037 4,879,260 - - 15,255,037 4,879,260
206,935,822 27,578,110 - - 206,935,822 27,578,110
Liabilities:
Long-term debt outstanding 551,727,178 322,543,812 18,573 63,620 551,745,751 322,607,432
Other liabilities 22,167,977 8,822,639 17,608 134,442 22,185,585 8,957,081
Total liabilities 573,895,155 331,366,451 36,181 198,062 573,931,336 331,564,513

Deferred Inflows of Resources:

Pension related 2,260,873 3,293,071 - - 2,260,873 3,293,071
OPEB related 4,509,801 6,474,959 - - 4,509,801 6,474,959
6,770,674 9,768,030 - - 6,770,674 9,768,030
Net Position:
Net investment in
capital assets 139,507,563 140,572,511 - - 139,507,563 140,572,511
Restricted 89,220,841 65,969,665 - - 89,220,841 65,969,665
Unrestricted (255,195,678)  (225,184,697) 38,329 (244,119)  (255,157,349)  (225,428,816)
Total net position $ (26,467,274) $ (18,642,521) $ 38,329 $ (244,119) $ (26,428,945) $ (18,886,640)




Changes in Net Position

The City’s total revenues of $107.5 million for governmental activities are $8.7 million less than
the expenses of $116.2 million. The decrease is a result of expenditures, the largest being public
safety, that are higher than the slow-growing revenues.

A summary of the government-wide statement of activities for the year ended June 30, 2021, with
the comparative data for the fiscal year ended June 30, 2020, is as follows:

Table 2
Changes in Net Position

Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020
Revenues
Program revenues:
Charges for services $ 9186452 $ 15,927,105 $ 758,120 $ 1,249,195 $ 9944572 $ 17,176,300
Operating contributions and grants 21,764,524 19,989,920 - - 21,764,524 19,989,920
Capital contributions and grants 10,621,147 582,023 - - 10,621,147 582,023
General revenues:
Property taxes 30,108,110 27,422,706 - - 30,108,110 27,422,706
Sales taxes 20,858,803 17,033,647 - - 20,858,803 17,033,647
Other taxes 9,215,630 9,471,804 - - 9,215,630 9,471,804
Other general revenues 5,743,964 9,927,609 - 63,710 5,743,964 9,991,319
Total revenues 107,498,630 100,354,814 758,120 1,312,905 108,256,750 101,667,719
Expenses
General government $ 18,929,254 § 7,781,252 - - 18,929,254 7,781,252
Public safety 62,479,977 72,653,866 - - 62,479,977 72,653,866
Public works 17,212,496 23,649,892 - - 17,212,496 23,649,892
Community services 7,675,178 9,418,860 - - 7,675,178 9,418,860
Community development 1,568,283 1,394,131 - - 1,568,283 1,394,131
Interest expense 8,354,304 1,874,899 - - 8,354,304 1,874,899
Computer service - - 475,672 1,230,639 475,672 1,230,639
Total expenses 116,219,492 116,772,900 475,672 1,230,639 116,695,164 118,003,539
Increase (decrease) in net position (8,720,862) (16,418,086) 282,448 82,266 (8,438,414) (16,335,820)
Beginning net position (18,642,521) (2,224,435) (244,119) (326,385) (18,886,640) (2,550,820)
Restatement of net position 896,109 - - - 896,109 -
Ending net position $ (26,467,274) $ (18,642,521) $ 38,329 3 (244,119) $ (26,428,945) $ (18,886,640)




Governmental Activities

Some of the more significant changes in the revenues and expenses of the City’s governmental
activities presented above are as follows:

Charges for services decreased by $6.7 million, primarily due to regrouping; several
revenue accounts grouped in Charges for Services in FY 2019-20 are properly grouped
to Operating Grants and Contributions in FY 2020-21.

Operating contributions and grants increased by $1.8 million, primarily due to an increase
in COVID-19 Relief funds received in Fiscal Year 2020-21 in the amount of $1.3 million.

Capital contributions and grants increased by $10.0 million due to regrouping; several
revenue accounts grouped in Operating Grants and Contributions in FY 2019-20 are
properly reclassified to Capital Grants and contributions in FY 2020-21.

Property taxes, the City’s largest revenue source, increased $2.7 million primarily due to
an increase in the assessed valuation.

Sales Tax increased $3.8 million, reflecting the recovery from the height of the pandemic
shutdown. FY 2020-21 realized large gains in sales in the areas of autos-transportation,
when compared to FY 2019-20.

Other taxes, which consists of franchise taxes, transient occupancy taxes and other taxes,
decreased by $0.3 million, primarily due to a $0.2 million decrease in transient occupancy
taxes. There has been a decline in travel due to COVID-19 pandemic restrictions that have
affected tourism worldwide.

Other general revenues decreased by $4.2 million, primarily due to regrouping; accounts
grouped in General Interest Income in FY 2019-20 are properly grouped under the
Functions/Programs in FY 2020-21.

There was an overall decrease in expenses of $1.3 million, primarily due to a reduction in
spending overall to offset the negative fiscal impact from the pandemic and a reduction of
nearly $0.8 million in the West Covina Service Group.



Revenues by Source — Governmental Activities

Capital grants and
contributions
9.9% Property taxes

28.0%

Operating grants
and contributions
20.3%

Sales taxes
Other taxes 19.4%

Charges for Other general 8.6%
services revenue '
8.5% 5.3%

The most significant revenues of the governmental activities are property taxes ($30.1 million),
sales tax ($20.9 million) and other taxes ($9.2 million). Program revenues are $41.6 million of
the total revenues of the governmental activities, which include charges for services
($9.2 million), operating contributions and grants ($21.8 million), and capital grants and
contributions ($10.6 million).
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Expenses by Function — Governmental Activities

Community
Community developoment Intereit 2eo>/<pense
Public works  services 1.3% / 2%
0,
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government
16.3%

Public safety
53.8%

The City’s expenses cover a range of services whose expenses were as follows: Public safety
($62.5 million), public works ($17.2 million), community services ($7.7 million), general
government ($18.9 million), interest expense ($8.4 million) and community development ($1.6
million). These expenses include capital outlays which are now reflected in the City’s capital
assets.
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Business-Type Activities

The business-type activity is the West Covina Service Group, which provides dispatch and
records management software and services to other police departments.

$2.0 -

$1.5 -

$1.0 -

w

<

wn
J

Revenues
Program Expenses

The business-type activity’s expenses decreased by $754,967, or 61%, from the prior fiscal year.
Charges for services and other revenues decreased by $491,075 or 39.3% in FY 2020-21 causing
the increase in net position of $282,448.
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MAJOR FUNDS

As noted earlier, the City uses fund accounting to provide proper financial management of the
City’s resources and to demonstrate compliance with finance-related legal requirements.

Major Governmental Funds

The General Fund is the chief operating fund of the City. At the end of the current fiscal year,
unassigned fund balance of the General Fund was $21.5 million, while total fund balance was
$25.5 million. As a measure of the General Fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund
balance represents 31.5% of total general fund expenditures, while total fund balance represents
37.4% of that same amount. The non-spendable portion of fund balance in the amount of
$4.0 million mainly consists of Land Held for Resale in the amount of $3.0 million and of amounts
currently owed to the City by the former redevelopment agency in the amount of $0.6 million.

The reasons for significant changes in the revenues and expenditures of the City’s General Fund
from the prior year are as follows:

e Total revenues, exclusive of fund transfers in, increased $2.1 million while total operating
expenditures, exclusive of fund transfers out, decreased $0.9 million.

e Total taxes were up $6.1 million (11.3%) from the prior year. Property taxes increased by
$2.7 million (9.8%) and sales tax revenues decreased by $3.8 million (22.5%).

e Investment income decreased by $2.3 million from the prior year due primarily to lower
interest rates.

The West Covina Housing Authority Fund provides for low and moderate income activities that
were previously provided by the redevelopment agency. The Authority has outstanding loans
receivable of $14.6 million and is due $0.9 million from the Successor Agency for amounts
borrowed by the former redevelopment agency to fund the SERAF payments and 20% of the
loans made to the former redevelopment agency by the City.

The State Gas Tax Fund accounts for tax collected on fuel to fund maintenance and repair of the

States’ highways and roads. The fund finished the fiscal year with a total fund balance of $5.7
million.
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GENERAL FUND BUDGET

There were numerous budget amendments throughout the fiscal year mostly due to clean up
items, but the net effect to the General Fund budget was $8 million. Taxes in total exceeded the
budget by $8,692,939, primarily from secured property taxes and sales tax received during the
fiscal year. The City budgeted conservatively for these sources of revenue as it may fluctuate
from year to year.

CAPITAL ASSETS

Governmental Activities Business-Type Activities Total

2021 2020 2021 2020 2021 2020
Land $ 48,606,495 $ 47,212,535 $ - $ - $ 48,606,495 $ 47,212,535
Buildings and improvements 64,756,230 66,803,771 - - 64,756,230 66,803,771
Equipment and vehicles 7,613,323 8,635,313 - - 7,613,323 8,635,313
Infrastructure 43,944,658 49,625,180 - - 43,944,658 49,625,180
Rights of way 14,376,498 14,376,498 - - 14,376,498 14,376,498
Construction in progress 5,150,186 2,982,605 - - 5,150,186 2,982,605

Total $ 184,447,390 $ 189,635,902 $ - $ - $ 184,447,390 $ 189,635,902

The major additions to capital assets during the year ended June 30, 2021 were as follows:

e Construction in progress had a net increase of $2.2 million. The $5.2 million currently in
progress includes the following:

Traffic Signal Modifications ($128,000)
Various Street Projects ($2.7 million)
Shadow Oak Park Playground ($329,000)
Energy Efficient Project ($255,000)

Facility Repairs/Improvements ($1.5 million)

e Completed fixed asset additions of $4.4 million included:

Additional information on the City’s capital assets can be found in Note 7 of this report.

Cameron Park land addition and new park space ($1.5 million)
Replacement of vehicles and major equipment ($789,000)
Street Rehabilitation Projects ($1.5 million)

Various Facility Repairs/Improvements ($275,000)

Police Radio Upgrades ($189,000)

Fire Emergency Care Upgrades ($132,000)
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LONG-TERM DEBT

At the end of the current fiscal year, the City had debt outstanding of $551.7 million. Of this
amount, $242.4 million represents outstanding bonds and $309.3 million represents other debt
such as compensated absences payable, claims and judgments payable, capital lease
obligations, and the net pension and OPEB liabilities. All of the outstanding bonds are lease
revenue bonds secured by leases from the General Fund.

Outstanding Bonds

Governmental Activities

2021 2020
Lease Revenue Bonds $ 242,391,403 $ 39,699,508
Total $ 242,391,403 $ 39,699,508

Additional information on the City’s long-term debt can be found in Note 8 of this report.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the City’s finances and to show the City’s accountability for
the money it receives. If you have questions about this report or need additional financial
information, contact the Finance Director, at City of West Covina, 1444 West Garvey Avenue
South, West Covina, California 91790.
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City of West Covina

Statement of Net Position

June 30, 2021

ASSETS
Cash and Investments
Cash and Investments with Fiscal Agents
Receivables:
Accounts
Taxes
Interest
Notes and Loans
Other
Due from Other Agencies
Internal Balances
Prepaid Items
Inventory
Advances to Successor Agency
Land Held for Resale
Restricted Cash and Investments
Capital Assets, Not Being Depreciated
Capital Assets, Net of Accumulated Deprecation
Total Assets

DEFERRED OUTFLOWS OF RESOURCES
OPEB Related Items
Pension Related ltems

Total Deferred Outflows of Resources

LIABILITIES

Accounts Payable

Other Accrued Liabilities

Interest Payable

Deposits Payable

Unearned Revenue

Noncurrent Liabilities:
Total OPEB Liability
Net Pension Liability
Due Within One Year
Due in More Than One Year

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
OPEB Related Items
Pension Related Items

Total Deferred Inflows of Resources

NET POSITION
Net Investment in Capital Assets
Restricted for:
Affordable Housing
Debt Service
Pension Trust
Community Services
Public Safety
Public Works
Unrestricted
Total Net Position

The accompanying notes are an integral part of this statement.

Governmental Business-type

Activities Activities Total
$ 108,491,345 § - $ 108,491,345
18,990,338 - 18,990,338
837,541 296,763 1,134,304
5,730,251 - 5,730,251
63,505 - 63,505
14,626,990 - 14,626,990
2,175,236 - 2,175,236
638,002 - 638,002
222,253 (222,253) -
133,372 - 133,372
40,179 - 40,179
1,484,058 - 1,484,058
3,007,802 - 3,007,802
6,415,847 - 6,415,847
68,133,179 - 68,133,179
116,272,835 - 116,272,835
347,262,733 74,510 347,337,243
15,255,037 - 15,255,037
191,680,785 - 191,680,785
206,935,822 - 206,935,822
4,579,716 14,569 4,594,285
3,011,820 3,039 3,014,859
3,140,172 - 3,140,172
1,601,318 - 1,601,318
9,834,951 - 9,834,951
76,070,626 - 76,070,626
201,901,907 - 201,901,907
7,958,655 18,573 7,977,228
265,795,990 - 265,795,990
573,895,155 36,181 573,931,336
4,509,801 - 4,509,801
2,260,873 - 2,260,873
6,770,674 - 6,770,674
139,507,563 - 139,507,563
24,008,323 - 24,008,323
19,899,380 - 19,899,380
9,440 - 9,440
1,172,271 - 1,172,271
7,773,492 - 7,773,492
36,363,229 - 36,363,229
(255,200,972) 38,329 (255,162,643)
$ (26,467,274) $ 38,329 $ (26,428,945)




City of West Covina
Statement of Activities

Year Ended June 30, 2021
Program Revenues
Charges Operating Capital
for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government:
Governmental Activities:
General Government $ 18,934,548 % 312,112 $ 1,308,784  $ 2,612
Public Safety 62,479,977 3,718,158 5,086,114 32,151
Public Works 17,212,496 4,458,831 10,339,861 6,166,566
Community Services 7,669,884 697,351 5,029,765 4,419,818
Community Development 1,568,283 -
Interest on Long-Term Debt 8,354,304 - - -
Total Governmental Activities 116,219,492 9,186,452 21,764,524 10,621,147
Business-type Activities:
Computer Service 475,672 758,120 - -
Total Business-type Activities 475,672 758,120 - -
Total Primary Government $ 116,695,164 $§ 9944572 § 21,764,524 $ 10,621,147

General Revenues:
Taxes:
Property Taxes
Sales Taxes
Franchise Taxes
Transient Occupancy Taxes
Other Taxes
Other Revenues
Gain/ (Loss) on Disposal of Capital Assets
Investment Income
Transfers In/(Out)
Total General Revenues and Transfers

Change in Net Position
Net Position - Beginning
Restatement of Net Position

Net Position - Ending

The accompanying notes are an integral part of this statement.
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Net (Expense) Revenue andChanges in Net Position

Governmental Business-type

Activities Activities Total
$ (17,311,040) $ - $ (17,311,040)
(53,643,554) - (53,643,554)
3,752,762 - 3,752,762
2,477,050 - 2,477,050
(1,568,283) - (1,568,283)
(8,354,304) - (8,354,304)
(74,647,369) - (74,647,369)
- 282,448 282,448
- 282,448 282,448
(74,647,369) 282,448 (74,364,921)
30,108,110 - 30,108,110
20,858,803 - 20,858,803
4,644,360 - 4,644,360
1,305,663 - 1,305,663
3,265,607 - 3,265,607
1,620,479 - 1,620,479
3,900,000 - 3,900,000
223,485 - 223,485
65,926,507 - 65,926,507
(8,720,862) 282,448 (8,438,414)
(18,642,521) (244,119) (18,886,640)
896,109 - 896,109
$ (26,467,274) $ 38,329 $ (26,428,945)
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ASSETS

Cash and Investments
Cash and Investments with Fiscal Agent
Restricted Cash
Receivables, net:

Accounts

Taxes

Interest

Notes and Loans

Other

Due from Other Agencies
Due from Other Funds
Advances to Successor Agency
Avances to Other Funds
Prepaid ltems
Land Held for Resale

Total Assets

LIABILITIES
Accounts Payable
Accrued Liabilities
Deposits Payable
Unearned Revenue
Due to Other Funds
Advances to Other Funds

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue

Total Deferred Inflows of Resources

FUND BALANCE (DEFICITS)
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total Fund Balances (Deficits)

Total Liabilities, Deferred Inflows
and Fund Balances (Deficits)

City of West Covina
Balance Sheet
Governmental Funds
June 30, 2021

Special Revenue

West Covina State
Housing Gas

General Authority Tax ARPA
$ 19,269,897 $ 8505735 $ 7,018773 $ 9,783,014
9,440 12,050 - -
479,703 - - -
5,259,591 - - -
63,505 - - -
- 14,626,990 - -
1,419,196 7,212 358,426 -
832,744 - - -
588,948 895,110 - -
279,529 - - -
133,372 - - -
3,007,802 - - -
$ 31,343,727 $ 24,047,097 $ 7,377,199 $ 9,783,014
$ 1,209,405 $ 24313 $ 1,552,443 $ -
2,576,155 14,461 98,840 -
1,600,978 - - -
22,473 - - 9,783,014
5,409,011 38,774 1,651,283 9,783,014
446,639 - - -
446,639 - - -
4,009,651 - - -
9,440 24,008,323 5,725,916 -
21,468,986 - - -
25,488,077 24,008,323 5,725,916 -
$ 31,343,727 $ 24,047,097 $ 7,377,199 $ 9,783,014

The accompanying notes are an integral part of this statement.
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Debt Service

Non-major
Governmental

Citywide Debt Funds Total
$ 912,639 $ 47,243,998 $ 92,734,056
18,990,338 - 18,990,338
- 6,283,500 6,304,990
153 357,685 837,541
- 470,660 5,730,251
- 63,505
- 14,626,990
- 390,402 2,175,236
- 536,952 536,952
- - 832,744
- - 1,484,058
- - 279,529
- - 133,372
- - 3,007,802
$ 19,903,130 $ 55,283,197 $ 147,737,364
$ 3750 $ 1,691,156 $ 4,481,067
- 320,411 3,009,867
- 340 1,601,318
- 29,464 9,834,951
- 548,039 548,039
- 279,529 279,529
3,750 2,868,939 19,754,771
- 390,391 837,030
- 390,391 837,030
- - 4,009,651
19,899,380 42,564,544 92,207,603
- 9,687,492 9,687,492
- (228,169) 21,240,817
19,899,380 52,023,867 127,145,563
$ 19,903,130 § 55,283,197 $ 147,737,364




City of West Covina

Reconciliation of the Balance Sheet of Governmental Funds

to the Statement of Net Position

June 30, 2021

Fund balances of governmental funds

Amounts reported for governmental activities in the Statement of
Net Position are different because:

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.

Capital Assets
Accumulated Depreciation

Other long-term assets are not available to pay for current
period expenditures and, therefore, are reported as unavailable
revenues in the funds.

Interest Payable on long-term debt did not require current financial
resources. Therefore, interest payable was not reported as a liabiltiy
in the funds.

Long term liabilities are not due and payable in the current period and
are not reported in the funds.

Bonds Payable (including premiums)
Loans Payable

Compensated Absences

Notes Payable

Net Pension Liability

Total OPEB Liability

Amounts for deferred inflows and deferred outflows related to the City's
Net Pension Liability are not reported in the funds.

Deferred Outflows Related to Pensions
Deferred Inflows Related to Pensions
Deferred Outflows Related to OPEB
Deferred Inflows Related to OPEB

Internal service funds are used by management to charge the costs of

certain activities, such as equipment management, to individual funds.

The assets and liabilities of the internal service funds must be added to
the statement of net position.

Net position of governmental activities

The accompanying notes are an integral part of this statement.

21

$ 127,145,563

439,037,185
(255,305,452) 183,731,733

837,030

(3,140,172)

(242,391,403)
(6,602,048)
(3,915,668)
(8,104,843)

(201,901,907)

(76,070,626)

191,680,785
(2,260,873)
15,255,037
(4,509,801)

3,779,919

$ (26,467,274)




City of West Covina
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2021

Special Revenue

West Covina State
Housing Gas
General Authority Tax ARPA
REVENUES
Taxes $ 59,832,639 $ - $ 1,966,902 $
Special Assessments - - -
Licenses and Permits 1,528,117 - -
Fines and Forfeitures 380,169 - -
Investment Income (633,939) 385,983 19,411
Rental Income 952,185 - -
Revenue from Other Agencies 2,999,183 - 2,090,987
Charges for Services 6,243,487 - 444
Other Revenues 1,690,578 98,802 -
Total Revenues 72,992,419 484,785 4,077,744
EXPENDITURES
Current:
General Government 6,823,237 - 2,979
Public Safety 55,278,177 181,450 -
Public Works 4,220,203 - 3,636,308
Community Services 1,508,777
Community Development 398,262 786,828 -
Debt Service:
Principal - - -
Interest - - -
Debt Issuance Costs - - -
Total Expenditures 68,228,656 968,278 3,639,287
Excess (Deficiency) of Revenues
over Expenditures 4,763,763 (483,493) 438,457
OTHER FINANCING SOURCES (USES)
Transfer In 186,796,578 - 567,148
Transfer Out (13,408,972) - -
Sale of Capital Assets - - -
Issuance of Debt - - -
Total Other Financing Sources (Uses) 173,387,606 - 567,148
SPECIAL ITEM
Payment towards Unfunded Pension Liability (172,543,016) - -
Net Change in Fund Balances 5,608,353 (483,493) 1,005,605
Fund Balances, Beginning 19,675,324 24,491,816 4,720,311
Prior Period Adjustments 204,400 - -
Fund Balances, Ending $ 25488077 $ 24,008323 $ 5725916 $

The accompanying notes are an integral part of this statement.
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Debt Service

Non-major
Governmental

Citywide Debt Funds Total
$ - $ 10,697,069 $ 72,496,610
- 6,837,731 6,837,731
- - 1,528,117
- - 380,169
85,015 125,019 (18,511)
- - 952,185
2,220,769 4,312,853 11,623,792
- 132,287 6,376,218
- 996,378 2,785,758
2,305,784 23,101,337 102,962,069
9,795 79,296 6,915,307
36,523 4,794,595 60,290,745
- 7,500,267 15,356,778
4,658,667 6,167,444
- 383,193 1,568,283
1,928,918 500,000 2,428,918
5,419,621 - 5,419,621
1,083,165 - 1,083,165
8,478,022 17,916,018 99,230,261
(6,172,238) 5,185,319 3,731,808
4,502,868 5,486,973 197,353,567
(186,582,240) (1,329,037) (201,320,249)
- 3,900,000 3,900,000
204,095,000 6,602,048 210,697,048
22,015,628 14,659,984 210,630,366
- - (172,543,016)
15,843,390 19,845,303 41,819,158
4,055,990 31,486,855 84,430,296
- 691,709 896,109
$ 19,899,380 $ 52,023,867 $ 127,145,563




City of West Covina
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances of Governmental Funds to the Statement of Activities
Year Ended June 30, 2021

Net change in fund balances-total governmental funds $ 41,819,158

Amounts reported for governmental activities in the Statement
of Activities are different because:

Governmental funds report capital outlays as expenditures. However,
in the Statement of Activities the cost of these assets is allocated over
their estimated useful lives as depreciation expense.

Capital Expenditures 6,471,973
Depreciation Expense (11,515,461)

Revenues in the Statement of Activities that do not provide current
financial resources are not reported as revenues in the funds. 636,561

The issuance of long-term debt provides current financial resources
to governmental funds, while the repayment of principal of long-term
debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net position. Also,
government funds report the effect of premiums, discounts and similar
items when debt is first issued, whereas these amounts are deferred
and amortized in the Statement of Activities. The effect of these
differences are as follows:

Principal Paid on Notes Payable 1,078,918
Principal Paid on Bonds Payable 1,350,000
Principal Paid on Capital Lease Payable 180,122
Amortization of Premium on Lease Revenue Bonds 53,105
Issuance of Lease Revenue Bonds (204,095,000)
Issuance of Loans Payable (6,602,048)

Accrued interest on bonds is not recorded in the governmental funds. This is
the net change in accrued interest for the period. (2,987,788)

Some expenses reported in the Statement of Activities do not require
the use of current financial resources and are not reported as
governmental fund expenditures:

Net Change in Employee Leave Benefits (58,763)
Net Change in Net Pension Liability (6,750,521)
Net Change in Total OPEB Liability (14,777,599)
Net Change in Deferred Outflows Pension Related Amounts 168,981,935
Net Change in Deferred Inflows Pension Related Amounts 1,032,198
Net Change in Deferred Outflows OPEB Related Amounts 10,375,777
Net Change in Deferred Inflows OPEB Related Amounts 1,965,158

Internal service funds are used by management to charge the costs of

certain activities, such as equipment management, to individual funds.

The net revenue (expense) of the internal service funds is reported

with governmental activities. 4,121,413

Change in net position of governmental activitie $ (8,720,862)

The accompanying notes are an integral part of this statement.
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ASSETS

Current Assets:
Cash and Investments
Restricted Cash and Investments
Accounts Receivable, Net
Due from Other Agencies
Inventories

Total Current Assets

Noncurrent Assets:

Capital Assets, Not Being Depreciated

City of West Covina
Statement of Net Position
Proprietary Funds
June 30, 2021

Capital Assets, Net of Accumulated Depreciation

Total Noncurrent Assets
Total Assets

LIABILITIES

Current Liabilities:
Accounts Payable
Other Accrued Liabilities
Due to Other Funds

Current Portion of Long-Term Liabilities:

Compensated Absences
Claims Payable

Total Current Liabilities

Noncurrent Liabilities:
Compensated Absences
Claims Payable

Total Noncurrent Liabilities
Total Liabilities

NET POSITION
Net Investment in Capital Assets
Unrestricted

Total Net Position

The accompanying notes are an integral part of this statement.
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Business-type Governmental
Activities Activities
Computer
Service Internal

Enterprise Fund

Service Funds

$ - $ 15,757,289
- 110,857
296,763 -
- 101,050

- 40,179
296,763 16,009,375
- 674,281

- 674,281
296,763 16,683,656
14,569 98,649
3,039 1,953
222,253 62,452
18,573 -
258,434 163,054
- 200

- 12,740,483

- 12,740,683
258,434 12,903,737
- 674,281
38,329 3,105,638
$ 38329 $ 3,779,919




City of West Covina

Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds

Year Ended June 30, 2021

OPERATING REVENUES
Charges for Services
Rental Income
Other Revenues
Total Operating Revenue
OPERATING EXPENSES
Personnel Services
Cost of Sales, Services, and Operations
Depreciation
Insurance and Claims Paid
Total Operating Expenses
Operating Income (Loss)
NONOPERATING REVENUES (EXPENSES)
Investment Income
Gain/ (Loss) on Disposal of Capital Assets
Total Nonoperating Revenues (Expenses)

Income Before Contributions and Transfers

Transfers In
Transfers Out

Change in Net Position
Total Net Position, Beginning

Total Net Position, Ending

The accompanying notes are an integral part of this statement.
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Business-type = Governmental
Activities Activities
Computer
Service Internal

Enterprise Fund

Service Funds

$ 758120 $ 5,070,697
- 266,386

- 88,604

758,120 5,425,687
154,214 150,391
321,458 1,740,639

- 186,400

- 3,194,721

475,672 5,272,151
282,448 153,536

- 1,195

- 1,195

282,448 154,731

- 3,966,682

282,448 4,121,413
(244,119) (341,494)

$ 38,329 $ 3,779,919




City of West Covina
Statement of Cash Flows
Proprietary Funds
Year Ended June 30, 2021

Cash Flows from Operating Activities
Cash Received from Customers
Cash Received from User Departments
Cash Paid to Suppliers for Goods and Services
Cash Paid to Employees for Services

Net Cash from Operating Activities

Cash Flows from Noncapital Financing Activities
Cash Paid (to) from Other Funds

Net Cash from Noncapital Financing Activities

Cash Flows from Capital and Related Financing Activities
Acquisition and Construction of Capital Assets
Proceeds from the Sale of Assets

Net Cash from Capital and Related Financing Activities

Cash Flows from Investing Activities
Interest on Investments

Net Cash from Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Reconciliation of Operating Income to Net Cash
Provided (Used) by Operating Activities

Operating income (loss)

Adjustments to reconcile operating income (loss) to net
cash provided (used) by operating activities:

Depreciation
Other Revenues
(Increase) Decrease in Accounts Receivable
(Increase) Decrease in Due from Other Agencies
(Increase) Decrease in Inventory and Prepaid ltems
Increase (Decrease) in Accounts Payable
Increase (Decrease) in Accrued Liabilities
Increase (Decrease) in Compensated Absences
Increase (Decrease) in Claims and Judgments

Net Cash Provided (Used) by Operating Activities

The accompanying notes are an integral part of this statement.
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Business-type =~ Governmental
Activities Activities
Computer

Service Internal

Enterprise Fund

Service Funds

$ 934,005 $ -
- 5,819,455
(432,564) (5,816,006)
(204,989) (149,027)
296,452 (145,578)
(296,452) 3,966,682
(296,452) 3,966,682
- 1,195

- 1,195
3,822,299

- 12,045,847

$ - $ 15,868,146
$ 282448 $ 153536
186,400

163,841 393,768
12,044 -

- (9,706)
(111,106) (432,520)
(5,728) 1,364
(45,047) -

- (438,420)

$ 206452 $  (145578)




City of West Covina
Statement of Net Position
Fiduciary Funds

June 30, 2021
Successor
Agency Pension
Private-purpose Trust Custodial
Trust Fund Funds Funds
ASSETS
Cash and Investments $ 4,063,756 $ 531,464 $ 2,820
Cash and Investments with Fiscal Agent 7,053,103 -
Restricted Cash and Investments 5,571,251 - -
Receivables, Net:
Taxes 615,985 - -
Interest 1,937 - -
Assessments 9,115,000 - -
Due from City of West Covina 8,104,843 - -
Land Held for Resale 54,279
Total Assets 34,580,154 531,464 2,820
LIABILITIES
Accounts Payable 48,490 - 2,820
Accrued Liabilities 545,019 - -
Interest Payable 267,579 - -
Due to Other Governments 201,460 - -
Advances from City of West Covina 1,484,058 - -
Long-term Liabilities:
Due to County Auditor Controller 8,104,843 - -
Due within One Year 5,684,975 - -
Due in More than One Year 92,173,646 - -
Total Liabilities 108,510,070 - 2,820
NET POSITION
Held in Trust for:
Successor Agency (73,929,916) - -
Pension Benefits - 531,464 -
$ (73,929,916) $ 531,464 $ -

The accompanying notes are an integral part of this statement.
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ADDITIONS
Contributions:

City of West Covina
Statement of Changes in Net Position
Fiduciary Funds

Year Ended June 30, 2021
Successor
Agency Pension
Private-purpose Trust
Trust Fund Funds

Custodial
Funds

Taxes and assessments collected for others $ 10,772,810 $ - $
Employer Contributions - 132,030
Investment Earnings:
Interest Income 312,844 114,836
Total Additions 11,085,654 246,866
DEDUCTIONS
Program Administration 4,498,648 -
Administrative Costs 11,399,892 12,134
Benefit Distributions - 252,998
Interest and Fiscal Charges 878,156 -
Total Deductions 16,776,696 265,132
Change in Net Position (5,691,042) (18,266)
Net Position - Beginning of Year (68,238,874) 549,730
Net Position - End of Year $ (73,929,916) $ 531,464 $

The accompanying notes are an integral part of this statement.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the City of West Covina, California (the City) have been prepared in accordance
with Generally Accepted Accounting Principles (GAAP) as applied to government units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The City’s significant accounting policies are described below.

A) Financial Reporting Entity

The City was incorporated on February 23, 1923 under the general laws of the State of California. The
accompanying financial statements present the City and its component units; entities for which the City is
considered to be financially accountable. The City is considered to be financially accountable for an
organization if the City appoints a voting majority of that organization's governing body and the City is able to
impose its will on that organization or there is a potential for that organization to provide specific financial
benefits to or impose specific financial burdens on the City. The City is also considered to be financially
accountable for an organization if that organization is fiscally dependent (i.e., it is unable to adopt its budget,
levy taxes, set rates or charges, or issue bonded debt without approval from the City). In certain cases, other
organizations are included as component units if the nature and significance of their relationship with the City
are such that their exclusion would cause the City's financial statements to be misleading or incomplete.

Because each component unit meets the above-mentioned criteria, included within the financial reporting
entity of the City are the City of West Covina Housing Authority, the West Covina Public Financing Authority,
the Parking Authority of the City of West Covina, and the West Covina Community Services Foundation, Inc.

A brief description of each component unit follows:

West Covina Housing Authority

The West Covina Housing Authority (the Housing Authority) was formed on January 17, 2012 and is
responsible for the administration of providing affordable housing in the City. The Housing Authority is
administered by a Board which consists of members of the City Council. The transactions of the Housing
Authority are reported as a special revenue fund is a blended component unit of the City.

West Covina Public Financing Authority

The West Covina Public Financing Authority (the Authority) was created by a joint powers agreement between
the City and the Community Development Commission of the City on June 1, 1990. The purpose of the
Authority is to provide, through the issuance of debt, financing necessary for various capital improvements.
The Authority is administered by the Board who are the members of the City Council. The Authority's sole
source of income is installment sale, loan and lease payments received from the City and former Community
Development Commission (the Commission) which are used to meet the debt service requirements on debt
issues. The Authority is blended into the debt service fund of the City.

The Parking Authority of the City of West Covina

The Parking Authority of the City of West Covina (the Parking Authority) was formed under the provision of
the government code of the State of California for the purpose of financing and constructing parking facilities
for lease to the City. The City Council acts as the governing body of the Parking Authority and is able to
impose its will on the Parking Authority. It is a component unit of the City, and the financial statements of the
Parking Authority are included within the financial statements of the City using the blended method. The
Parking Authority has been inactive since 1999.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

B)

The West Covina Community Services Foundation, Inc.

The West Covina Community Services Foundation, Inc. (the Foundation) was established on July 26, 2005
as a nonprofit public benefit corporation. It was organized and operates exclusively for charitable purposes
within the meaning of Section 501(c)(3) of the Internal Revenue Code. The Foundation is administered by the
Board of Directors who are the members of the City Council. The Foundation is blended into the special
revenue funds of the City.

Since the City Council serves as the governing board for these component units, all of the City's component
units are considered to be blended component units. Blended component units, although legally separate
entities, are in substance, part of the City's operations and so data from these units are reported with the
interfund data of the primary government. Except for the Housing Authority, these component units do not
issue component unit financial statements.

Separate financial statements for the Housing Authority can be obtained from the City of West Covina, City
Hall.

Basis of Accounting and Measurement Focus
The basic financial statements of the City are composed of the following:

e Government-wide Financial Statements
e Fund financial statements
¢ Notes to financial statements

Government-wide Financial Statements:

Government-wide financial statements display information about the reporting government as a whole except
for its fiduciary activities. These statements include separate columns for the governmental and business-
type activities of the primary government (including its blended component units). Eliminations have been
made in the Statement of Activities so that certain allocated expenses are recorded only once (by the function
to which they were allocated). However, general government expenses have not been allocated as indirect
expenses to the various functions of the City. Interfund services provided and used are not eliminated in the
process of consolidation.

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus indicates the type of resources being measured such as current
financial resources or economic resources. The basis of accounting indicates the timing of transactions or
events for recognition in the financial statements.

Government-wide financial statements are presented using the economic resources measurement focus and
the accrual basis of accounting. Under the economic resources measurement focus, all (both current and
long-term) economic resources and obligations of the reporting government are reported in the government-
wide financial statements. Under the accrual basis of accounting, revenues, expenses, gains, losses, assets,
and liabilities resulting from exchange and exchange-like transactions are recognized when the exchange
takes place. Revenues, expenses, gains, losses, assets and liabilities resulting from nonexchange
transactions are recognized in accordance with the requirements of Generally Accepted Accounting
Principles.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function and 2) grants and contributions that are restricted
to meeting the operational or capital requirements of a particular function. Program revenues are netted with
program expenses in the statement of activities to present the net cost of each program. Taxes and other
items not included among program revenues are reported instead as general revenues.

Amounts paid to acquire capital assets are capitalized as assets in the government-wide financial statements,
rather than reported as an expenditure. Proceeds of long-term debt are recorded as a liability in the
government-wide financial statements rather than as an other financing source. Amounts paid to reduce long-
term indebtedness of the reporting government are reported as a reduction of the related liability rather than
as an expenditure.

Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar programs are recognized as revenue as soon as all eligibility requirements imposed
by providers have been met.

Fund Financial Statements

The underlying accounting system of the City is organized and operated on the basis of separate funds; each
of which is considered to be 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 spending activities are controlled.

Fund financial statements for the primary government's governmental, proprietary, and fiduciary funds are
presented after the government-wide financial statements. These statements display information about the
major funds individually and other governmental funds in the aggregate for governmental funds. Fiduciary
statements represent assets held by the City in a custodial capacity for other individuals or organizations in
the private purpose trust, pension trust, and custodial funds.

Governmental Funds

In the fund financial statements, governmental funds are presented using the modified-accrual basis of
accounting. Their revenues are recognized when they become measurable and available. Measurable means
that the amounts can be estimated, or otherwise determined. Available means that the amounts were
collected during the reporting period or soon enough thereafter to be available to finance the expenditures
accrued for the reporting period.

Revenue recognition is subject to the measurable and available criteria for the governmental funds in the fund
financial statements. Significant revenues subject to the criteria include taxes, licenses and permits, and
intergovernmental revenues. Exchange transactions are recognized as revenues in the period in which they
are earned (i.e., the related goods or services are provided). Locally imposed derived tax revenues are
recognized as revenues in the period in which the underlying exchange transaction upon which they are based
takes place. Imposed non-exchange transactions are recognized as revenues in the period for which they
were imposed. If the period of use is not specified, they are recognized as revenues when an enforceable
legal claim to the revenues arises or when they are received, whichever occurs first. Government-mandated
and voluntary non-exchange transactions are recognized as revenues when all applicable eligibility
requirements have been met.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

In the fund financial statements, governmental funds are presented using the current financial resources
measurement focus. This means that only current assets, deferred outflows of resources, current liabilities
and deferred inflows of resources are generally included on their balance sheets. The reported fund balance
is considered to be a measure of "available spendable resources”. Governmental fund operating statements
present increases (revenues and other financing sources) and decreases (expenditures and other financing
uses) in fund balance. Accordingly, they are said to present a summary of sources and uses of "available
spendable resources" during a period.

Revenues, expenditures, assets, and liabilities resulting from non-exchange transactions are recognized in
accordance with the requirements of Generally Accepted Accounting Principles. The City considers revenues
to be available if they are collected within 60 days of the end of the current fiscal period. Therefore, recognition
of governmental fund type revenue represented by receivables is reported as deferred inflows of resources
until they meet the “availability” criteria.

Sales taxes, property taxes, franchise taxes, revenue from other agencies, rental income, occupancy taxes
and interest associated with the current fiscal period are all considered to be susceptible to accrual and so
have been recognized as revenues of the current fiscal period to the extent normally collected within the
availability period. Other revenue items are considered to be measurable and available when cash is received
by the government. The availability period for all revenues is 60 days.

Amounts expended to acquire capital assets are recorded as expenditures in the year that resources were
expended, rather than as fund assets. The proceeds of long-term debt are recorded as other financing sources
rather than as a fund liability. Amounts paid to reduce long-term indebtedness are reported as fund
expenditures rather than as a reduction of a fund liability.

Proprietary and Fiduciary Funds

The City's enterprise and internal service funds are proprietary funds. In the fund financial statements, the
proprietary funds are presented using the accrual basis of accounting. Revenues are recognized when they
are earned and expenses are recognized when the related goods or services are delivered. In the fund
financial statements, proprietary funds are presented using the economic resources measurement focus. This
means that all assets, deferred outflows of resources, liabilities, and deferred inflows of resources (whether
current or noncurrent) associated with their activity are included on their statement of net position. Proprietary
fund type operating statements present increases (revenues) and decreases (expenses) in total net position.

Proprietary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party receives
and gives up essentially equal values. Non-operating revenues, such as subsidies, taxes, and investment
earnings result from non-exchange transactions or ancillary activities. Amounts paid to acquire capital assets
are capitalized as assets in the enterprise fund financial statements rather than reported as an expenditure.
Proceeds of long-term debt are recorded as a liability in the enterprise fund financial statements rather than
as another financing source. Amounts paid to reduce long-term indebtedness of the enterprise fund are
reported as a reduction of the related liability rather than as an expenditure.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The City's fiduciary private purpose and pension trust funds are accounted for using the economic resources
measurement focus and accrual basis of accounting. The private purpose trust fund accounts for the assets
held by the City for the Successor Agency to the former Community Development Commission of the City.
The pension trust fund account for assets and activities of the Public Agency Retirement System
Enhancement and Supplemental Retirement defined benefit pension plans. The City's fiduciary custodial
accounts for assets held for the benefit of others. Because these funds are not available for use by the City,
fiduciary funds are not included in the governmental-wide statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Interfund services provided and used are not eliminated in the process of consolidation.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including
special assessments. Internally dedicated resources are reported as general revenues rather than program
revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are combined and are available for use, it is the City’s policy
to use restricted resources first, then unrestricted resources as they are needed.

Fund Classifications

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. This fund is used to account for all financial
resources of the City, except for those required to be accounted for in another fund

The West Covina Housing Authority Special Revenue Fund is used to account for assets and related
income received from the former Community Development Commission to be used for the administration
of providing affordable housing in the City.

The State Gas Tax Special Revenue Fund accounts for the City’s proportionate share of gas tax monies
collected by the State of California and Proposition 1B monies which are used for street construction and

maintenance.

The ARPA Special Revenue Fund accounts for the grant funds received from the American Rescue Plan
Act.

The Citywide Debt Service Fund accounts for the payments of principal, interest, and related costs on the
City long-term debt issues.

The City reports the following major proprietary funds:
The Computer Service Enterprise Fund is used to account for operations that are financed and operated in
a manner similar to private business enterprises. The City's enterprise fund is used to account for computer

services provided by the Police Department to other public agencies.

Additionally, the City reports the following fund types:
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

C)

D)

The Internal Service Funds are used to account for vehicle and equipment maintenance and replacement,
for the City's self-insurance programs, and for retirement health savings plans for qualified City employees.
Departments of the City are charged for the services provided or benefits received from these funds.

Fiduciary fund financial statements consist of a Statement of Fiduciary Net Position and a Statement of
Changes in Fiduciary Net Position. The City has two types of fiduciary funds, a custodial fund and a private-
purpose trust fund. Agency funds are used to account for the assets held for distribution by the City as an
agent for another entity for which the City has custodial responsibility and accounts for the flow of assets.
Private-purpose trust funds account for resources of all other trust arrangements in which principal and
income benefit individuals, private organizations, or other governments (i.e. unclaimed property/escheat
property). Fiduciary funds are accounted for using the accrual basis of accounting. The City reports the
following fiduciary funds:

Successor Agency Private Purpose Trust Fund — accounts for assets and liabilities transferred in fiscal year
2012 from the Redevelopment Agency of the City of West Covina to the Successor Agency Trust Fund.

Pension Trust Fund — These funds are used to account for the assets and activities of the Public Agency
Retirement System Retirement Enhancement and Supplemental Retirement plans.

Custodial Funds — account for funds in which the City is acting as a custodian for another agency. The
specific nature of the activities reported in the custodial funds are the West Covina Mall Community
Facilities District and the West Covina Tourism Marketing District.

Cash and Investments

Investments are reported in the accompanying balance sheet at fair value, except for certain certificates of
deposit and investment contracts that are reported at cost because they are not transferable and they have
terms that are not affected by changes in market interest rates.

Changes in fair value that occur during a fiscal year are recognized as investment income reported for that
fiscal year. Investment income includes interest earnings, changes in fair value, and any gains or losses
realized upon the liquidation or sale of investments.

The City pools cash and investments of all funds, except for assets held by fiscal agents. Each fund’s share
in this pool is displayed in the accompanying financial statements as cash and investments. Investment
income earned by the pooled investments is allocated to the various funds based on each fund’s average
cash and investment balance.

For purposes of the statement of cash flows, cash equivalents are defined as short-term, highly liquid
investments that are both readily convertible to known amounts of cash or so near their maturity that they
present insignificant risk of changes in value because of changes in interest rates, and have an original
maturity date of 3 months or less. Cash equivalents represent the proprietary funds’ share in the cash and
investment pool of the City.

Inventories
Inventory is stated at average cost. Physical counts of inventory are taken on a cyclical basis during each

fiscal year with perpetual records adjusted to actual at that time. The City uses the consumption method of
accounting for inventory.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

E)

F)

G)

H)

Prepaid Items

Certain payments to vendors for costs applicable to future accounting periods are recorded as prepaid
items in both government-wide and fund financial statements using the consumption method.

Notes and Loans Receivable

The accompanying financial statements report certain loans receivable for loans made to private
developers, private homeowners, and other parties. Where applicable, an allowance for doubtful accounts
has been recorded to reflect management’s best estimate of probable losses associated with non-
repayment.

Property Taxes

Under California law, property taxes are assessed and collected by the counties up to 1% of assessed
value, plus other increases approved by the voters. The property taxes go into a pool, and are then allocated
to the cities based on complex formulas. Accordingly, the City accrues only those taxes which are received
within 60 days after year end. The property tax calendar is as follows:

Property Tax Calendar County Remittance Dates and Percentages
Lien date January 1 December 40% Advance
Lewvy date July 1 January 10% Advance
Due date November 1 and February 1 February Collection No. 1
Delinquent dates  December 10 and April 10 April 35% Advance
May Collection No. 2
July Collection No. 3

Claims and Judgements

The City records a liability for litigation, judgments, and claims when it is probable that an asset has been
impaired or a liability (including incurred but not reported) has been incurred prior to yearend and the
probable amount of loss (net of any insurance coverage) can be reasonably estimated. This liability is
recorded in the internal service fund that accounts for the City’s self-insurance activities.

Compensated Absences Payable

A liability is recorded for unused vacation and similar compensatory leave balances since the employees'
entitlement to these balances are attributable to services already rendered and it is probable that virtually
all of these balances will be liquidated by either paid time off or payments upon termination or retirement.

A liability is recorded for unused sick leave balances only to the extent that it is probable that the unused
balances will result in termination payments. This is estimated by including in the liability the unused
balances of employees currently entitled to receive termination payment, as well as those who are expected
to become eligible to receive termination benefits as a result of continuing their employment with the City.
Other amounts of unused sick leave are excluded from the liability since their payment is contingent solely
upon the occurrence of a future event (iliness) which is outside the control of the City and the employee.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

J)

K)

The General Fund and Computer Service Enterprise Fund typically have been used to liquidate the liability
for compensated absences.

Capital Assets

Capital assets greater than $5,000 and infrastructure greater than $100,000 are capitalized and recorded
at cost or at an estimated fair value of the assets at the time of acquisition where complete historical records
do not exist. Contributed capital assets are valued at their acquisition value at the date of the contribution.
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
asset lives are not capitalized.

Capital assets include public domain infrastructure assets consisting of certain improvements other than
buildings, including roads, bridges, curbs and gutters, streets and sidewalks, medians, sewer and storm
drains.

Depreciation has been provided using the straight-line method over the estimated useful life of the assets
in the government-wide financial statements and in the fund financial statements of the proprietary and the

private-purpose trust funds. Depreciation starts the year following acquisition.

For capital assets, depreciation is recorded on a straight-line basis over the useful lives of the assets as
follows:

Governmental Activities

Infrastructure - pavement 25 years

Infrastructure - other 20 - 75 years
Buildings 20 - 50 years
Improvements other than buildings 20 - 50 years
Equipment and Vehicles 5 - 25 years

Business-type Activities
Equipment and Machinery 5 - 25 years

Interest Payable

In the Government-Wide Financial Statements, interest payable on long-term debt is recognized as the
liability is incurred.

In the Fund Financial Statements, proprietary fund types recognize the interest payable when the liability is
incurred.
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City of West Covina
Notes to Financial Statements
Year Ended June 30, 2021

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

L)

M)

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents consumption of net position
that applies to a future period(s) and so will not be recognized as an outflow of resources (expense/
expenditure) until then. The City has certain items that qualify for reporting in this category: deferred
outflows relating to the City’s net pension and OPEB liabilities.

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element represents an acquisition of net position
that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that
time. The City reports deferred inflows for certain items under the modified accrual basis of accounting.
Accordingly, unavailable revenue is reported only in the governmental funds balance sheet. The
governmental funds report unavailable revenues related to taxes and grants. These amounts are deferred
and recognized as an inflow of resources in the period that the amounts become available. The City also
reports deferred inflows relating to the net pension and OPEB liabilities.

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of the City’s California Public
Employees’ Retirement System (CalPERS) and Public Agency Retirement System plans (PARS) and
additions to/deductions from the Plans’ fiduciary net position have been determined on the same basis as
they are reported by CalPERS and PARS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.

Generally accepted accounting principles require that the reported results for pensions must pertain to
liability and asset information within certain defined timeframes. For this report, the following timeframes
are used for CalPERS:

Valuation Date (VD) June 30, 2019
Measurement Date (MD) June 30, 2020
Measurement Period (MP) July 1, 2019 to June 30, 2020

The following timeframes are used for PARS:
Valuation Date (VD) June 30, 2020

Measurement Date (MD) June 30, 2020
Measurement Period (MP) July 1, 2019 to June 30, 2020
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

N)

O)

P)

Other Postemployment Benefits (OPEB)

For purposes of measuring the total OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, generally accepted accounting principles require that the
reported results must pertain to liability and asset information within certain defined timeframes. For this
report, the following timeframes are used: June 30, 2019 Valuation Date; June 30, 2020 Measurement
Date; and July 1, 2019 through June 30, 2020 Measurement Period.

Net Position Flow Assumption

Sometimes the City will fund outlays for a particular purpose from both restricted (e.g., restricted bond or
grant proceeds) and unrestricted resources. In order to calculate the amounts to report as restricted net
position and unrestricted net position in the government-wide and proprietary fund financial statements, a
flow assumption must be made about the order in which the resources are considered to be applied. It is
the City’s policy to consider restricted net position to have been depleted before unrestricted net position.

Fund Balance

Nonspendable Fund Balance: These include amounts that cannot be spent because they are either (a) not
in spendable form or (b) legally or contractually required to be maintained intact, e.g., the principal of an
endowment fund. Examples of “not in spendable form” include inventory, prepaid amounts, long-term notes
and loans, property held for resale and other items not expected to be converted to cash. However, if the
proceeds from the eventual sale or liquidation of the items would be considered restricted, committed or
assigned (as defined further on) then these amounts would be included in the restricted, committed or
assigned instead of the nonspendable classification. A debt service reserve fund held by a trustee is an
example of fund balance in nonspendable form that is classified as restricted instead of nonspendable since
the reserve is eventually liquidated to make the final debt service principal payment.

Restricted Fund Balance: Amounts that have externally enforceable limitations on use. The limitations on
use can be imposed by creditors, grantors, or contributors as well as by constitutional provisions, enabling
legislation, laws and government regulations.

Committed Fund Balance: Amounts that can be used only for the specific purposes determined by a formal
action of the City’s highest level of decision-making authority. The City Council is the highest level of
decision-making authority for the City that can, by adoption of an ordinance prior to the end of the fiscal
year, commit fund balance. Once adopted, the limitation imposed by the ordinance remains in place until a
similar action is taken (the adoption of another ordinance) to remove or revise the limitation.

Assigned Fund Balance: Amounts intended to be used by the City for specific purposes but do not meet
the criteria to be classified as committed. The City Council (Council) has by resolution authorized the City
Manager to assign fund balance. The Council may also assign fund balance as it does when appropriating
fund balance to cover a gap between estimated revenue and appropriations in the subsequent year's
appropriated budget. Unlike commitments, assignments generally only exist temporarily. Additional formal
action does not normally have to be taken for the removal of an assignment.

Unassigned Fund Balance: These are either residual positive net resources of the General Fund in excess
of what can properly be classified in one of the other four categories, or negative balances. For all funds
other than the General Fund, amounts expended in excess of resources that are restricted, committed, or
assigned, negative unassigned fund balance may be necessary to report.
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1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Q)

R)

Fair Value Measurements

Certain assets and liabilities are required to be reported at fair value. The fair value framework provides a
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements), as follows:

Level 1 — Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets.

Level 2 — Inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly and fair value is determined through the use of models or other valuation
methodologies including:

e Quoted prices for similar assets or liabilities in active markets;

¢ Quoted prices for identical or similar assets or liabilities in markets that are inactive; inputs other than
quoted prices that are observable for the asset or liability;

e Inputs that are derived principally from or corroborated by observable market data by correlation or
other means.

Level 3 — Inputs to the valuation methodology are unobservable and significant to the fair value
measurement. These unobservable inputs reflect the City’s own assumptions about the inputs market
participants would use in pricing the asset or liability (including assumptions about risk). These
unobservable inputs are developed based on the best information available in the circumstances and may
include the City’s own data.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenditures/expenses during the reporting period.
Actual results could differ from those estimates.
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2) CASH AND INVESTMENTS

Cash and investments as of June 30, 2021 are classified in the accompanying financial statements as follows:

Statement of Net Position:

Cash and Investments $108,491,345
Cash and Investments with Fiscal Agents 18,990,338
Restricted Cash and Investments 6,415,847

Statement of Fiduciary Net Position:

Cash and Investments 4,598,040
Cash and Investments with Fiscal Agents 7,053,103
Restricted Cash and Investments 5,571,251

Total Cash and Investments 151,119,924

Cash and investments as of June 30, 2021 consist of the following:

Cash on Hand $ 16,850
Deposits with Financial Institutions 22,945,621
Investments 128,157,453

Total Cash and Investments 151,119,924

Investments Authorized by the California Government Code and the City’s Investment Policy

The table below identifies the investment ty