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City of Irvine,
One Civic Center Plaza, P.O. Box 19575, Irvine, California 92623-9575

November 16, 2020
To the Honorable Mayor, Councilmembers and Residents of the City of Irvine:

We are pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of
Irvine (City) for the fiscal year ended June 30, 2020. This report is published in accordance with
local ordinance and state law requirements that financial statements be presented in conformity
with generally accepted accounting principles (GAAP) and audited in accordance with generally
accepted auditing standards by an independent public accounting firm of licensed certified
public accountants.

This report contains management's representations concerning the City's finances. Management
assumes full responsibility for the completeness and reliability of all of the information
presented and that it is reported in a manner that fairly presents the financial position and
operations of the various funds and component units of the City. To provide a reasonable basis
for making these representations, and assurance that the financial statements will be free from
material misstatement, City management has established a comprehensive internal control
framework designed both to protect its assets and to compile sufficient reliable information to
prepare the City's financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh its benefits, internal controls have been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatements. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

White Nelson Diehl Evans, LLP, a firm of licensed certified public accountants, has audited the
City's financial statements. The goal of the independent audit was to provide reasonable
assurance the City's financial statements for the fiscal year ended June 30, 2020 are free of
material misstatement. The independent auditor concluded it was reasonable to render an
unmodified opinion and that the City's financial statements for the fiscal year ended June 30,
2020, are fairly presented in conformity with GAAP. Their report is presented in the beginning
of the financial section of this report.

Management's Discussion and Analysis (MD&A) immediately follows the independent auditors'
report and provides a narrative 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.

CITY OF IRVINE PROFILE

The City, incorporated in 1971, is located in Orange County, California, approximately 40 miles
southeast of Los Angeles and six miles from the ocean. As one of the nation's largest master-



planned communities, the City encompasses 66 square miles and is the largest city by land area
in Orange County. The City includes residential communities, commercial retail centers, several
industrial and office complexes, a 1,500-acre University of California campus, as well as civic,
cultural, and recreational facilities. The City's residential population has grown from 10,081 in
1971 to 281,707 in 2020.

The City operates under the Council-Manager form of government. Policymaking and legislative
authority are vested in the City Council, which consists of a Mayor and a four-member Council.
The City Council is responsible for passing the City's ordinances and operating resolutions,
adoption of the two-year budget, appointing commissions and committees, and hiring the City
Manager, City Clerk, City Treasurer, and City Attorney, as well as many other related duties. In
November 2014, Measure W was approved amending the Irvine City Charter and setting lifetime
term limits for City Council of two four-year terms and the office of mayor for two two-year
terms. The City Manager is responsible for implementing the policies, ordinances, and directives
of the City Council, overseeing the day-to-day operations of the City, and appointing executive
management. The City Council is elected on a nonpartisan basis. Councilmembers are elected to
four-year staggered terms and the Mayor is elected to a two-year term.

The City provides a wide range of municipal services with core services consisting of public
safety, infrastructure maintenance, community services, financial support of its K-12 public
schools, preservation of the City's aesthetics and beauty, recruitment and retention of employees,
management of the City's finances, and many other services. The City is proud of the life-
affirming programs and services it provides to the City's youngest, oldest, and most vulnerable
populations. The City contracts with the Orange County Fire Authority for fire protection and
emergency medical aid services. The Orange County Transportation Authority provides transit
services in the City alongside the City managed TRIPS transportation program. There are
various County and special district agencies that provide educational, library, water and sewer
services to Irvine residents.

The City is financially accountable for a number of legally separate entities that are included as
part of the City's financial statements. These component units include a nonprofit public benefit
entity, the Orange County Great Park Corporation; a nonprofit corporation, the Irvine
Community Land Trust; and a corporate public body created by the City for the construction,
acquisition, maintenance, and improvements of public facilities and infrastructure within the
City, the Irvine Public Facilities and Infrastructure Authority.

The budget serves as the foundation for the City's financial planning and budgetary control. The
City Council recently approved the transition to a two-year budget model. The 2019-21 budget
adopted in June 2019, represents the first two-year budget. The City Council is required to adopt
a budget by the start of the fiscal year (i.e., July 1). The budget is prepared by fund, department
(e.g. Community Services) and program (e.g. senior services).

After adoption, the City Manager may amend the adopted General Fund budget provided that
the change does not decrease overall fund balance. Departmental requests for budget
amendments for all funds, except the Great Park fund, over $50,000, or amendments that
decrease fund balance, or expand or add to City programs or services require review of the
Finance Commission and approval by the City Council. The City's budgetary procedures are
further discussed in section II.A. of the notes to the basic financial statements.



ECONOMIC CONDITION

Irvine is renowned as one of the largest, most culturally diverse and successful master-planned
communities in the nation. The diligent efforts of its elected officials in creating a safe and fiscally
sound community have been recognized by countless organizations over the years.

For example, Irvine ranked as the “4th Happiest City in America” by WalletHub for work
environment and community. In the area of environmental sustainability, the City was awarded
the “Integrated Pest Management Achievement Award” by the California Environmental
Protection Agency, Department of Pesticide Regulation for its efforts to control pests in a non-
toxic manner. The City was nationally recognized by LendEDU for having one of the “highest
percentages of solar-powered homes in the U.S.”” In addition, SmartAsset ranked Irvine as one of
the “top 25 bike-friendly cities nationwide.”

For the second year in a row, the City received the “California Park & Recreation Society
Marketing and Communications Award of Excellence” for the redesign of the Orange County
Great Park website and social media platforms. The University of California, Irvine has been
ranked number eight by U.S. News and World Report for best colleges among the nation's public
universities. In addition to the many awards, the City has received for its safety, livability and fiscal
strength, the local economy continues to prove resilient.

Much of the credit for the City's success is attributable to the diverse local economy, talented
workforce, mild climate, and outstanding quality of life rendering Irvine an ideal location for
business. The City continues to attract well-known technology and bioscience companies that
choose Irvine as their corporate headquarters. Over 10,000 acres in the City are available for
business uses and more than 25,000 businesses call Irvine home. Major commercial/industrial
centers include: Irvine Business Complex, University Research Park, and the Irvine Spectrum.

Overall, the City's General Fund revenue for the fiscal year 2019-20 decreased 2.3 percent from
the prior fiscal year. Expenditures decreased by 4.8 percent. Chart 1 displays revenue and
expenditure trends for the last 10 years.

Chart 1
City of Irvine

General Fund Revenue and Expenditures
Last Ten Years



Property tax is the City's largest General Fund revenue source with revenues of $76.4 million, an
increase of 7.2 percent over the prior fiscal year. Sales tax is the second largest General Fund
revenue source with revenues of $64.9 million, a decrease of 6.8 percent over the prior fiscal
year. In addition, hotel taxes finished at $12.4 million a decrease of 24.8 percent over the prior
year. The decrease in sales and hotel taxes is in direct response to the coronavirus public health
emergency and the closure of nonessential businesses. General Fund revenues are forecasted to
decrease by less than one percent in fiscal year 2020-21.

Since 2004, when the State swapped cities' motor vehicle license fee (VLF) allocations for
additional property tax revenue, property tax revenue continues to be a more significant revenue
source for the City. Property tax growth reflects both new development and increasing property
values in Irvine. In fiscal year 2019-20, the City's net assessed property value grew 8.4 percent
from the previous fiscal year, to $85.0 billion. In June, the Orange County Assessor reported
Irvine's net assessed property valuation will increase 5.9 percent for fiscal year 2020-21, leading
the county with an assessed value of $90.0 billion. Chart 2 compares the total assessed valuation
of property located in Irvine against the annual population for the past 10 fiscal years. The City's
population has climbed steadily over the last 10 years, surpassing 281,000 in 2020.

Chart 2
City of Irvine
Assessed Valuation and Population Trends
Last Ten Years

Strategic Priorities. The City effectively utilizes its resources to provide quality services to the
community, grow its contingency reserve, and provide financial support to Irvine public schools
through the “Support Our Schools Initiative.” The following strategic priorities — as presented in
the adopted 2019-2021 budget are:

e Maintain high quality essential City services

e FEnhance City-wide mobility through transportation improvements
e Maintain the City's Contingency Reserve at 25 percent

e Reduce the City's unfunded pension liability

e Fund the City's key infrastructure



e Promote innovation through the effective use of Information Technology solutions
e Recruit and retain high quality employees

Long-term financial planning. The City recently adopted a two-year budget model for fiscal
years 2019-21. In addition, the City continues to produce the strategic business plan (SBP). This
plan is adopted by the City Council as a component of the budget. It evaluates the City's
financial capability to achieve its goals, helps set priorities for City operations and the budget,
and guides the City's capital improvement and rehabilitation program. The SBP establishes the
foundation and framework for guiding policy and financial management decisions. This long-
term perspective integrates strategic planning and budgeting in order to forecast and identify
challenges and opportunities before they arise.

The SBP projects five years into the future to provide a long-term operating budget projection
for the City's General Fund revenues and expenditures. The purpose of the operating forecast is
to prepare for the upcoming budget cycle and also to identify long-term financial trends that can
be addressed in future budgets. The SBP also presents the five-year Capital Improvement
Project program, which guides staff in pursuing funding for future projects.

In June 2013, the Irvine City Council adopted a plan to stabilize future pension cost increases.
The goal is to attain a level of 98 percent pension funding status, leveraging funds from the
City's Asset Management Plan and General Fund, when available. As of the last valuation report,
June 30, 2019, the pension funding status was 79.7 percent funded for the Miscellaneous Plan
and 78.2 percent funded for the Safety (Sworn) Plan, up from 66.7 percent and 70.5 percent
respectively, from when the plan was implemented. As of June 30, 2020, the City has paid down
an additional $48.16 million towards the unfunded pension liability, since 2013.

Financial policies. The City maintains a host of policies designed to foster a culture of long-
term fiscal sustainability. These policies were updated in June 2019, as part of the 2019-21 two-
year budget development process. The policies cover long-term financial planning, infrastructure
funding, debt management policy, and other related financial areas. One of the important
policies puts into effect new minimum reserves.

The City Council adopted a General Fund Contingency Reserve policy which seeks to maintain
the reserve level between 20 to 25 percent of the General Fund adopted appropriations. The
contingency reserve may be used at the discretion of the City Council to provide resources
during temporary decreases in revenues, in the event of an economic downturn while
expenditure reductions are implemented, or to provide resources to meet emergency
expenditures in the case of flood, fire, earthquake, landslides, or other natural disasters. At June
30, 2020, the contingency reserve balance is $54.5 million or 26.4 percent of fiscal year 2019-20
General Fund adopted operating budget. The additional funding in the Contingency Reserve will
be used at City Council’s discretion to offset future commitments due to decreased revenues as a
result of the coronavirus pandemic.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) of the United States and Canada
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City for its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2019. This



was the 41st consecutive year the City has received this prestigious award. In order to be
awarded a Certificate of Achievement, the City published a CAFR that goes beyond the
minimum requirement of GAAP and demonstrates the spirit of transparency and full disclosure
that ensures users of the financial statements have the necessary information to assess the City's
financial health. A Certificate of Achievement is valid for one year only and management
believes that the current CAFR continues to meet the program's requirements. We are
submitting it to the GFOA to determine its eligibility for another certificate.

The City's budget was also recognized for excellence when it received both the GFOA
Distinguished Budget Presentation Award and the California Society of Municipal Finance
Officers (CSMFO) Excellence in Operational Budget Award for the fiscal years 2019-21 budget
document. These award programs judge a government's budget document for compliance with
national (GFOA) and statewide (CSMFO) budgeting best practices.

The CAFR reflects the hard wotk, talent, and commitment of the Fiscal Services Division staff
in particular, and the cooperation of the entire Financial Management and Strategic Planning
Department. This document could not have been completed without their effort and assistance
and we express our appreciation to all members of the department who assisted and contributed
to the preparation of the CAFR. Appreciation is also expressed to the Finance Commission,
Investment Advisory Committee, the City Manager, and the entire executive team for their
support of the financial operations of the City during this past fiscal year, and to the Mayor and
Councilmembers for their steadfastness in maintaining the highest standards of professionalism
in the management of the City's finances.

Respectfully submitted,

Kristin Griffith
Director of Financial Management and Strategic Planning






P

Government Finance Officers Association

Certificate of
Achievement
for Excellence
In Financial
Reporting

Presented to

City of Irvine
California

For its Comprehensive Annual
Financial Report
For the Fiscal Year Ended

June 30, 2019

Executive Director/CEO



IRVINE CITY OFFICIALS

June 30, 2020
Christina L. Shea Mike C. Carroll
Mayor Vice Mayor
Melissa Fox Farrah N. Khan Anthony Kuo
Councilmember Councilmember Councilmember

City Manager
John A. Russo

AsSistant City Manager.....ceeeeieieiiiiieeeeeeeeereeeee e e Marianna Marysheva
CItY ATLOINEY it e e e e e e e e e e e e e s s s aanes Jeff Melching

(011 4V 1 =T o PP UP PPt Molly M. Perry
Director of Community Development .........eeeveeeeeeeeeeiiiiieieeeeccccccnnns Pete Carmichael
Director of Community SErVICES......uuvvriiiriiiiiieeeeeeeee e Laurie Hoffman
Director of Financial Management & Strategic Planning ...................... Kristin Griffith
Director of Human Resources & Innovation ..........cccceeeeeiiiiiiiiieeeeennnnnne Jimmee Medina
Director of PUblic Safety ......oovvviiiiiiiieeeiee e, Mike Hamel

Director of Public Works & Transportation ..........ccccceeeveeieeeeeeeeeeeeeeeeennns Mark Steuer



City of Irvine
Organizational Chart
June 30, 2020

Residents of Irvine

;

) Orange Coun
City Attorney -« — - City Council —_— Grfat Park Y
Board of Directors
A
v
City Manager —_—
Assistant
City Manager
Financial Management & City Manager
| Strategic Planning - _I Department
Department I
|
|
Human Resources & 1 Public Safety
— Innovation I — Department
Department :
|
I .
~ Community Development [ o City Clerk
Department [ Department
|
|
|
. . I
I Community Services : | I Public
Department .
I Communication
|
|
. |
Public Works
I L - - i
Department City Treasurer
L Transportation
Department

————— Appointed by City Council

10



Financial Section




» WNDE

‘White Nelson Diehl Evans LLP

v CPAs | TAX | ADVISORY | AUDIT

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council
of the City of Irvine

Irvine, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the
City of Irvine (the City), as of and for the year ended June 30, 2020, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not
audit the financial statements of the Irvine Community Land Trust, which represent 100 percent of the
assets, net position, and revenues of the discretely presented component unit. Those statements were
audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to
the amounts included for the Irvine Community Land Trust, is based solely on the report of the other
auditors. The financial statements of the Irvine Community Land Trust were not audited in accordance
with Government Auditing Standards. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America, and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

9875 Michelle Drive, Suite 300 | Irvine, Califotilia 92606 | WNDECPA.com | 714.978.1300



Auditors’ Responsibility (Continued)

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the City’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the City’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Opinions

In our opinion, based on our audit and the report of the other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the governmental
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Irvine as of June 30, 2020, and, the respective changes in financial position
and, where applicable, cash flows thereof and the respective budgetary comparison for the General
Fund, Orange County Great Park special revenue fund, Local Park Fees special revenue fund, and the
Fees and Exactions special revenue fund 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 schedules of changes in net pension liability and related
ratios, the schedules of pension plan contributions, and the schedule of changes in total OPEB liability
and related ratios, identified as Required Supplementary Information (RSI) in the accompanying table
of contents, be presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the RSI in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the RSI because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

12



Other Matters (Continued)
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, supplementary
information and statistical section are presented for purposes of additional analysis and are not a
required part of the basic financial statements.

The supplementary information is the responsibility of management and was derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the supplementary information is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

The introductory section and statistical section 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
October 30, 2020, on our consideration of the City of Irvine’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City of Irvine’s internal control over financial reporting and compliance.

LAt Vekopn) Mde ) Chonna) L0F

Irvine, California
October 30, 2020
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City of Irvine
Management's Discussion and Analysis

As management of the City of Irvine (City), California, we offer readers of the City's financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal
year ended June 30, 2020. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our letter of transmittal,
which can be found in the introductory section of this report and with the City's financial
statements, which follow this discussion.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial
statements. The City's basic financial statements consist of three components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the basic financial
statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements
The government-wide financial statements are designed to provide readers with a broad overview of
the City's finances, in a manner similar to a private-sector business.

The Statement of Net Position presents information on all of the City's assets and liabilities, with the
difference between the two reported as et position. Over time, changes in the net position may
serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.

The Statement of Activities presents information illustrating how the government's net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation
leave).

The government-wide financial statements present information about the functions of the City
that are principally supported by taxes and intergovernmental revenues (governmental activities). The
governmental activities of the City include general government, public safety, public works,
community services, community development, and transportation.

The government-wide financial statements include not only the City itself (known as the primary
government), but also three legally separate entities: the Orange County Great Park Corporation,
Irvine Public Facility Infrastructure Authority, and the Irvine Community Land Trust for which
the City is financially accountable. The financial information for the Irvine Community Land
Trust is reported separately from the financial information presented for the primary
government itself. The Orange County Great Park Corporation and Irvine Public Facility
Infrastructure Authority although also legally separate, function for all practical purposes as a
department of the City, and therefore has been included as an integral part of the primary
government. The government-wide financial statements immediately follow this discussion and
analysis.
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Fund financial statements

A fund is a grouping of related accounts used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. All of the funds of the City can be divided into three categories: governmental
funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources available at the
end of the fiscal year. Such information may be useful in evaluating a government's near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government's near-term
financing decisions. Both the governmental fund Balance Sheet and the governmental fund
Statement of Revenues, Expenditures, and Changes in Fund Balances provides a reconciliation
to facilitate this comparison between governmental funds and governmental activities.

The City maintains various individual governmental funds. Information is presented separately
in the Governmental Funds Balance Sheet and in the Governmental Funds Statement of
Revenues, Expenditures, and Changes in Fund Balances, for the General Fund, Orange County
Great Park Fund, Orange County Great Park Development Fund, Capital Improvement
Projects Fund, Local Park Fees Fund, and Fees and Exactions Fund; all of which are considered
to be major funds. Data from other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these other governmental funds is provided in the
torm of combining statements elsewhere in this report.

The basic financial statements also include budgetary comparison statements for the General
Fund, Orange County Great Park Fund, Local Park Fees Fund, and Fees and Exactions Fund to
demonstrate compliance with the annual budget as adopted (original) and amended (final).

The basic governmental fund financial statements immediately follow the government-wide
financial statements.

Proprietary funds. The City maintains various znternal service funds. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City's various
functions. The City uses internal service funds to account for its self-insurance activities, vehicle
fleet operations, miscellaneous equipment maintenance, duplication, telecommunications
services, and information technology systems. Because these services benefit governmental
functions, they have been included within governmental activities in the government-wide financial
statements.

The internal service funds are combined into a single, aggregated presentation in the proprietary
fund financial statements. Individual fund data for the internal service funds is provided in the
form of combining statements elsewhere in this report.
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The basic proprietary fund financial statements immediately follow the basic governmental fund
financial statements.

Fiduciary funds. Fiduciary funds account for resources held for the benefit of parties outside
the government. Fiduciary funds are not included in the government-wide financial statement
because the resources of those funds are #of available to support the City's programs. The basic
fiduciary fund financial statements immediately follow the basic proprietary fund financial
statements.

Notes to the basic financial statements

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

Other information

In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the City's annual required contribution to the
Defined Benefit Pension Plans and Other Post Employment Benefit Plan. Required
supplementary information immediately follow the notes to the basic financial statements.

The combining statements referred to earlier in connection with other governmental funds and
internal service funds for Other Special Revenue Funds, Other Capital Projects Funds,
Permanent Fund, Internal Service Funds, and Fiduciary Funds. These combining and individual

fund statements and schedules immediately follow the required supplementary information.

[Balance of page intentionally left blank]
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Financial Highlights

e At the fiscal year ended June 30, 2020, the government's total net position decreased by
$17.65 million. The decrease is a combination of a 50 percent decrease in total revenue
and an 10 percent increase in expenses. A majority of the revenue decrease is derived
from capital grants and contributions. In the prior fiscal year, the City received donations
of $307.85 million of capital infrastructure such as parks, buildings, and streets.

e As of June 30, 2020, the City's governmental funds reported a combined ending fund
balance of $1.14 billion, an increase of $30.56 million in comparison with the prior year.
Revenues decreased by 20 percent while expenditures increased by 5 percent. The City
implemented cost saving measures when the coronavirus pandemic was announced,
which enabled the City to contain expenditures while revenues decreased. The largest
revenue decrease from year to year was within community facility district and assessment
district bonds. In fiscal year 2019-20, no bonds were sold in these various districts for its
capital improvements. The City also experienced a decrease in other revenue categories,
taxes, investment income, fines and forfeitures, and charges for service.

e At June 30, 2020, committed, assigned, and unassigned fund balance for the general fund
was $157.42 million or 78 percent of total general fund expenditures. This represents an
increase of $32.52 million, or 26 percent, from the prior year. The City Council has
designated all of the committed and assigned fund balance for specified purposes, in
accordance with City policies and budgetary guidelines. The unassigned fund balance,
which is unrestricted, is anticipated to be designated by City Council at a future City
Council meeting.

e The City's total long-term liabilities increased by $4.11 million during the current fiscal
year, due to an increase of $2.63 million of compensated absences (vacation and sick
time) and $1.48 million of claims payable (worker’s compensation and general liability).

Government-wide Financial Analysis

The government-wide financial statements provide long-term and short-term information about
the City's overall financial condition. This analysis addresses the financial statements of the City
as a whole.

The largest portion of the City's net position, 65 percent, reflects its net investment in capital
assets (e.g., land, buildings and systems, improvements other than buildings, machinery and
equipment, infrastructure, and construction in progress); less any related outstanding debt used
to acquire those assets. The City uses these capital assets to provide services to residents;
consequently, these assets are 7ot available for future spending. Although the City's investment in
its capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.
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City of Irvine
Summary of Net Position
June 30, 2020 and 2019

(amounts expressed in thousands)

Governmental
Activities
2020 2019

Assets
Current and other assets $1,264,228 $1,238,971
Capital assets 1,990,357 2,028,242

Total Assets 3,254,585 3,267,213
Deferred Outflow of Resources
Pension and OPEB related items 59,988 76,750
Liabilities
Other liabilities 67,202 80,122
Long-term liabilities 180,191 179,506

Total Liabilities 247393 259,628
Deferred Inflows of Resources
Pension related items 8,277 7,787
Net Positions
Net investment in capital assets 1,986,371 2,028,242
Restricted 652,403 613,872
Unrestricted 420,129 434434

Total Net Positions $3,058,903 $3,076,548

During the fiscal year ended June 30, 2020, the net position of the City decreased to $3.06
billion, of which $1.99 billion was the net investment in capital assets such as equipment,
buildings, and infrastructure. Of the remaining total, $652.40 million, which is an increase of
$38.53 million over the previous fiscal year, is restricted to specifically stipulated spending
agreements originated by law, contract or other agreements with external parties. The remaining
$420.13 million is unrestricted but subject to designation for specific purposes as approved by
the City Council. Some of the City Council's significant designations are park development and
the City's infrastructure such as streets, roads, and signals.
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City of Irvine
Summary of Changes in Net Position
For the Years Ended June 30, 2020 and 2019

(amounts expressed in thousands)

Governmental
Activities
2020 2019
Revenues
Program revenues:
Charges for services $ 90,339 $ 82,383
Operating grants and contributions 44,589 40,146
Capital grants and contributions 45,591 432,784
General revenues:
Property taxes 79,784 74,492
Sales taxes 64,278 69,597
Transient occupancy taxes 12,387 16,463
Franchise taxes 13,822 13,098
Document transfer taxes 3,461 4,385
Other taxes - 5,095
Investment revenue 22,376 17,135
Other revenues 3,561 418
Total Revenues 380,188 755,996
Expenses
General Government 31,233 37,912
Public Safety 99,254 80,988
Public Works 89,371 98,899
Community Services 47,703 41,163
Community Development 55,174 32,720
Transportation 7,481 6,320
Unallocated infrastructure depreciation 67,617 63,071
Total Expenses 397,833 361,073
Change in Net Positions (17,645) 394,923
Beginning Net Positions 3,076,548 2,681,625
Ending Net Positions $ 3,058,903 $ 3,076,548

Overall, Citywide revenues for the fiscal year ended June 30, 2020, decreased by $375.81 million,
a 50 percent decrease from the prior year. Most of the decrease is in capital grants and
contributions, which was offset by modest increases in charges for service and property tax.

e Contributions from special districts decreased by $98.39 million over the prior year. During
the prior fiscal year the Great Park Community Facility District and two Assessment
Districts sold bonds to finance the future infrastructure improvements for these special
districts.

e Developer donated infrastructure such as parks, streets, streetscape, junction structures, and
catch basins also decrease by $285.47. The developed infrastructure is donated to the City,
who will own, preserve, and maintain for the City's residents.
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Total expenses increased $36.76 million, an 10 percent increase from the previous year. The
increase is due to a mixture of department decreases in General Government and Public Works
which were out weighted by increases of expenses in Public Safety, Community Services, and
Community Development.

e General Government is the administration of the City and Orange County Great Park.
The decrease of $6.68 million is primarily due to the one-time reduction in the annual
discretionary payment for the City's unfunded accrued liability to the California Public
Employees' Retirtement System. As a result of the coronavirus global pandemic and as
part of the cost savings measures, the City Council authorized the forgoing of this
discretionary payment.

e DPublic Works is entrusted with developing, building and maintaining public
infrastructure and facilities. The department had a $9.53 million decrease from the prior
fiscal year. This has to do with the modification in accounting methods between the
government-wide financials and governmental financials. The governmental funds
capital outlay for infrastructure was capitalized on the government-wide statements
therefore reducing the expenses. Contract services within the department had an increase
of $3.34 which offset some of the decreases achieved by the capitalization of expenses.

e DPublic Safety is a combination of sworn and nonsworn personnel who are entrusted with
providing for the public's safety within the City's residential communities, commercial
and industrial centers, and recreational and open space areas. The department's expenses
increased by $18.27 million due to the expansion of sworn personnel to serve the
developing areas of the City and the increase in pension costs for the sworn personnel.

e Community Services oversees the programs at the City's various parks and facilities, and
offers resources and activities that support and assist children, youth, and families. The
department's increase of $6.54 million from the prior year is due to a modification in
accounting methods between the government-wide financial statements and
governmental funds financial statements. The governmental funds capital outlay for park
facilities were capitalized in the prior fiscal year on the government-wide statements
therefore increasing the expenses in the current fiscal year.

e Community Development is entrusted with planning the City's residential communities,
commercial and industrial centers, and ensuring that all of the construction in the City
complies with building codes. The City's Neighborhood Setvices program includes the
administration of federal housing grant programs and code enforcement. An increase of
$22.45 million of expenses is due to the donation of land to the Irvine Community Land
Trust, a new affordable housing loan, and minor increases in salaries and benefits and
contract services.

Financial Analysis of the Government's Funds

As noted eatrlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental funds. The focus of the City's governmental funds is to provide information on
near-term inflows, outflows and balances of spendable resources. Such information may be useful
in assessing the City's financing requirements.
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As of June 30, 2020, the City's governmental funds reported total combined ending fund
balances of $1.14 billion, an increase of $30.56 million from the prior year. Approximately 45
percent of the City's governmental funds ending fund balances, or $511.78 million, constitutes
committed, assigned, and unassigned fund balance, which is available for spending at the government's
discretion within the guidelines of the funding sources. The remaining fund balance,
$624.81 million, is either nonspendable or restricted for purposes imposed by creditors, grantors,
contributors, laws or regulations of other governments or through enabling legislation.

The nonspendable total of $0.50 million is an endowment for senior citizens services program.
The remaining restricted funds totaling $624.31 million are comprised of $436.33 million for
capital improvement projects, circulation improvements, development activities, and
maintenance, $127.11 million for parks and public facilities, $50.34 million for Great Park
development and operations, $4.07 million for affordable housing activities, $0.73 million for
public education, $1.08 million for public transportation, $2.55 million for law enforcement
purposes, $0.56 million for air quality improvement activities, $0.56 million for animal care, and

$0.98 million for senior, public, and community service activities.

[Balance of page intentionally left blank]
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General Fund Financial Highlights

The General Fund is the chief operating fund of the City. At June 30, 2020, committed,
assigned, and unassigned fund balance of the General Fund was $157.42 million, while total
fund balance was $157.77 million. As a measure of the General Fund's liquidity, it is useful to
compare committed, assigned and unassigned fund balance to total fund expenditures.
Committed, assigned, and unassigned fund balance represents 78 percent of the total General
Fund expenditures. The City Council has designated all of the committed and assigned for
specified purposes.

For the fiscal year ended June 30, 2020, the cash and investments balance in the General Fund
was $163.16 million, an increase of $31.70 million from the previous fiscal year.

City of Irvine
Summary of Changes in Fund Balances - General Fund
For the Years Ended June 30, 2020 and 2019

(amounts expressed in thousands)

2020 2019
Revenues
Taxes:
Property $ 76,377 $ 71,234
Sales 64,855 69,597
Other 28,388 33,641
Total Taxes 169,620 174,472
Charges for services 25,259 27,098
Intergovernmental 523 611
Investment income 7,115 5,270
Other 14,446 14,510
Total Revenues 216,963 221,961
Expenditures
General Government 22,384 36,214
Public Safety 83,461 78,359
Public Works 28,679 27,721
Community Development 27,706 27,932
Community Services 36,124 38,068
Transportation 3,982 4,162
Total Expenditures 202,336 212,456
Excess (Deficiency) of Revenues
Over (Under) Expenditures 14,627 9,505
Proceeds from sale of property 15 -
Net transfers 16,452 (7,966)
Net Change in Fund Balance $ 31,094 $ 1,539

Overall, General Fund revenues for the fiscal year ended June 30, 2020, decreased by
$5.00 million, or 2 percent, over the prior year. Property taxes the City's largest tax revenue,
increased $5.14 million over last year, due to the continued new development in the City and the
appreciation in Irvine’s residential real estate prices. All other tax revenues such as sales tax,
hotel tax, and franchise tax declined approximately $10.0 million due to the coronavirus global
pandemic which affected many of the businesses in Irvine.
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Total General Fund expenditures decreased by $10.12 million, or 5 percent, from the prior year.

The significant changes in expenditures, by function, occurred as follows during the fiscal year:

e General Government expenditures decreased by $13.83 million to $22.38 million. As a result
of the coronavirus global pandemic and as part of the cost saving measures, the City Council
authorized the elimination of the one-time $7.00 million annual discretionary payment for
the City's unfunded accrued liability to the California Public Employees' Retitement System.
In addition, as part of the realignment of expenditures during the last budget cycle, some
administration expenditures were reassigned to the Orange County Great Park Fund.

e DPublic Safety expenditures increased by $5.10 million to $83.46 million. Public Safety is
entrusted with providing for the public's safety within the City's residential communities,
commercial and industrial centers, and recreational and open space areas. The increase is a
result of an expansion in sworn personnel to service the new developments within the City.

General Fund Budgetary Highlights
Differences between the General Fund original budget expenditures and the final amended

budget were $3.62 million and are briefly summarized as follows:

Increases (Decreases) for activities:

e $1.62 million for General Government

e $0.20 million for Public Safety

e $1.19 million for Public Works

e $0.86 million for Community Development
e $0.02 million for Community Services

e ($0.27) million for Transportation

In each of the functional expenditure categories, actual expenditures were less than final
budgeted amounts, totaling $202.34 million and $219.17 million, respectively. Additionally, for
the fiscal year ended June 30, 2020, revenues received were less than budgetary estimates, at
$216.96 million and $225.80 million, respectively. Revenues received exceeded operating
expenditures by $14.63 million. In addition, there were net transfers from other funds of $16.47
million. Overall, there was a $31.09 million increase to the ending fund balance, bringing the
fund balance at year-end to $157.77 million.

Financial Analysis of the Other Major Funds

The Orange County Great Park Fund accounts for transactions relating to the development and
operations of the Orange County Great Park located on the site of the former Marine Corps Air
Station (MCAS) at El Toro. Current year revenues totaled $24.11 million of which $4.00 million
was received from developers and $10.60 million from property owners within certain special
districts. Current year expenditures and transfers out were $44.75 million for the development
and operations of the Orange County Great Park. The ending fund balance is a combination of
$50.34 million of restricted funding and $251.30 million of assigned fund balance to be utilized
for the operation, maintenance, and future development of the Orange County Great Park.

Orange County Great Park Development Fund accounts for expenditures related to the
planning, design, demolition, and construction of the Orange County Great Park. Current year
expenditures were $8.93 million. Funding for these efforts are transfers from the Orange County
Great Park Fund and Local Park Fees Fund. The ending fund balance of $16.32 million is
assigned to the purposes of this fund. Much of the development of the Orange County Great
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Park during the 2019-20 fiscal year was completed by a developer through an agreement with the
City. The developer is constructing 677 acres of the Orange County Great Park.

The Capital Improvement Projects Fund accounts for street, bridge, traffic signals, and other
circulation related capital projects funded by grants, fees, gas tax, sales tax, and interest revenue.
Fund balance decreased by $2.05 million as a result of expenditure exceeding funding sources. In
addition, the completion and closure of some street projects returned special funding of $0.70
million to its special fund to be used for future projects as designated by City Council. The
ending fund balance of $9.92 million is committed to future circulation construction
improvements.

The Local Park Fees Fund accounts for fees received under the Subdivision Map Act of the
California State Constitution that requires developers to either contribute land or pay fees to
provide recreational facilities within a development area. The fund received $7.08 million in
local park fees and expended $5.09 million on park development. The remaining fund balance
of $127.11 million is restricted for the development of recreational facilities within the various
development areas within the City.

Fees and Exactions Fund records the collection of fees imposed on developers and property
owners for future capital improvement projects from which they will receive a direct benefit.
Opver the years, developer fees for affordable housing have been collected through this fund.
These funds have been loaned to affordable housing development projects to expand the City's
need for affordable housing. The fund received revenues of $0.87 million and expended and
transferred out $8.46 million for capital improvement projects and developer loans to finance
affordable housing projects. The fund balance of $4.24 million is set aside for future capital
Improvements.

[Balance of page intentionally left blank]
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Capital Assets and Debt Administration

The City's investment in capital assets for its governmental activities as of June 30, 2020,
amounts to $1.99 billion net of accumulated depreciation. This investment in capital assets
includes land, buildings, improvements other than buildings, machinery and equipment, park
facilities, streets and roads, trails, and bridges. The decrease over the previous fiscal year in the
City's investment in capital assets was $37.89 million, or 2 percent.

City of Irvine
Summary of Change in Capital Assets
For the Year Ended June 30, 2020

(amounts expressed in thousands)

Balance Balance
June 30, 2019 Increases Decreases June 30, 2020
Governmental Activities:
Capital assets, not being depreciated:
Land $ 859,123  § 69 $ 11,500 $ 847,692
Construction in progress 97,522 8,863 6,738 99,647
Total capital assets not being depreciated 956,645 8,932 18,238 947,339
Capital assets, being depreciated:
Buildings and systems 229,860 741 - 230,601
Improvements other than buildings 231,871 5,997 - 237,868
Machinery and equipment 36,871 3,203 1,049 39,025
Infrastructure 1,826,154 51,176 - 1,877,330
Total capital assets being depreciated 2,324,756 61,117 1,049 2,384,824
Less accumulated depreciation for:
Buildings and systems (70,595) (5,500) - (76,095)
Improvements other than buildings (101,984) (13,089) - (115,073)
Machinery and equipment (27,005) (3,443) 1,002 (29,446)
Infrastructure (1,053,575) (67,617) - (1,121,192)
Total accumulated depreciation (1,253,159) (89,649) 1,002 (1,341,800)
Total capital assets, being depreciated, net 1,071,597 (28,532) 47 1,043,018
Governmental activities capital assets, net $ 2,028,242 §  (19,600) $ 18,285 $ 1,990,357

Major capital asset transactions during the current fiscal year included the following:

e Land decreased by $11.43 million. In previous years the City received donations of land
from a developers, this land has been deeded to a developer for the construction and
management of low-income housing.

o Infrastructure additions were $51.18 million. Street additions accounted for $32.23 million,
traffic signal additions totaled $4.45 million, bridge additions totaled $1.89 million, trail
additions totaled $7.92 million, and landscaping additions were $4.69 million.

e Improvements other than Buildings were $6.00 million and includes $3.36 million for
upgrades to Council Chambers, additional improvements of $0.84 million to the Oak
Creeck Community Park, and $1.80 million for playground improvements at the Orange
County Great Park.

e Machinery and equipment acquisitions of $3.20 million includes vehicles, computer
hardware, computer software, and other types of machinery and equipment.
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Additional information on the City's capital assets can be found under Section III. B. entitled
“Capital Assets” of the Notes to the Basic Financial Statements section of this report.

Long-term Liabilities
Total outstanding long-term liability at June 30, 2020, was $35.10 million, an increase of $4.11
million from the prior year.
City of Irvine
Summary of Changes in Long-Term Liabilities
For the Year Ended June 30, 2020

(amounts expressed in thousands)

Balance Balance Long- Due Within

June 30, 2019 Increases Decreases  June 30, 2020 Term One Year

Compensated absences $ 14,698 § 7,761  $ 5131  § 17328  § 12,179  § 5,149
Claims payable 16,291 4,400 2,918 17,773 13,224 4,549

Total Long-Term Liabilities  $ 30980 § 12161 $ 8049 $ 35101 $ 25403 § 9,698

Long-term liability-related events during the fiscal year ended June 30, 2020, included:

e Compensated absences liabilities increased by $7.76 million and payouts to employees
upon termination amounted to $5.13 million for a net increase of $2.63 million.

e A net increase to claims payable of $1.48 million to adjust for possible future general
liability and workers' compensation claims.

Additional information on the City's long-term liability can be found under Section III. E.
entitled “Changes in Long-term Liabilities” of the Notes to the Basic Financial Statements.

Economic Factors and Next Year's Budgets and Rates

The City's economy is linked to the national and state economy. However, because the City is
still developing, its local economy can experience departures from other local, state or national
trends with resultant recurring revenue fluctuations. Additionally, because the City's revenues are
obtained from a limited number of sources, further revenue fluctuations may occur from year to
year. To develop its budget model, the City uses the “Orange County Economic Forecast”
prepared by Chapman University's Center for Economic Research, the UCLA Anderson
Forecast, and the California State University at Fullerton Mihaylo College of Business and
Economics, as well as projections provided by City consultants. Detailed information about the
economic analysis, revenue assumptions, and other budgetary process parameters utilized in the
biennial budget preparation, can be obtained from the City's fiscal year 2019-20 citywide budget,
available through the Financial Management & Strategic Planning Department.

Request for Information

This financial report is designed to provide a general overview of the City's finances for all those
with an interest in the government's finances. Questions concerning any of the information
provided in this report or requests for additional financial information should be addressed to
the Director of Financial Management & Strategic Planning, One Civic Center Plaza, Post
Office Box 19575, Irvine, CA 92623-9575.
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BASIC FINANCIAL STATEMENTS
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City of Irvine
Statement of Net Position
June 30, 2020

(amount expressed in thousands)

See Accompanying Notes to the Basic Financial Statements
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City of Irvine
Statement of Activities
For the Fiscal Year Ended June 30, 2020

(amount expressed in thousands)

See Accompanying Notes to the Basic Financial Statements
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City of Irvine
Balance Sheet
Governmental Funds
June 30, 2020

(amount expressed in thousands)
Page 10of 2

See Accompanying Notes to the Basic Financial Statements
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