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CITY OF HUNTINGTON BEACH

December xx, 2022
Honorable Mayor, City Council and Citizens of the City of Huntington Beach:

In accordance with the requirements of the City Charter, and the City of Huntington Beach’s
ongoing commitment to transparent financial reporting, | am pleased to present the Annual
Comprehensive Financial Report (ACFR) for the year ended June 30, 2022.

As required by the City Charter, and to ensure the reliability of the information contained herein,
the City of Huntington Beach (the City) contracted with the independent auditing firm of Davis
Farr LLP. The goal of the audit was to provide reasonable assurance that the City’s financial
statements are free from material misstatement. In addition, Davis Farr LLP audits the City’s
major program expenditures of federal grants for compliance with Title 2 of the United States
Code of Federal Regulations Part 200 (Uniform Guidance). The report of the Single Audit is
published separately from this ACFR and may be obtained upon request from the City’s Finance
Department.

This report consists of management’s representations concerning the City’s finances. As such,
management assumes full responsibility for the completeness and accuracy of the information
presented in this document and that it is reported in a manner that fairly presents the financial
position and operations of the various funds of the City. To provide a reasonable basis for
making these representations, and assurance that the financial statements will be free from
material misstatement, management has established a comprehensive internal control
framework that is designed to both protect the government’s assets from theft, loss, or misuse
and to compile sufficient reliable information for financial statement conformity with GAAP. As
the cost of internal controls should not outweigh their benefits, the City’s comprehensive
framework of internal controls has been designed to provide reasonable assurance rather than
absolute assurance that the financial statements will be free from material misstatement.

We are pleased to report that Davis Farr LLP granted the City an unmodified (clean) opinion for
the financial statements of the City for the year ended June 30, 2022. The auditor’s opinion can
be found in the Financial Section of this report. GAAP requires that management provide a
narrative introduction, overview and analysis to accompany the financial statements in the form
of a Management Discussion and Analysis (MD&A). This transmittal letter is designed to
complement and should be read in conjunction with it. The MD&A can be found immediately
following the independent auditor’s report.
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Profile of the City of Huntington Beach

The City of Huntington Beach is home to a thriving beach community, located on the Orange
County coast, 35 miles south of Los Angeles and 90 miles north of San Diego. With a population
of 197,437 residents, it is known as Surf City due to its abundance of beaches; the year-round
sunny and warm Mediterranean climate; and its casual lifestyle. With over 10 miles of coastline
and iconic pier spanning 1,856 foot in length- the longest pier on the West Coast- Huntington
Beach plays host to over 16 million visitors annually.

As the fourth largest city in Orange County, and the 23rd largest in California by population,
Huntington Beach is recognized as a prime location to live, work and play, ranking #1 in the
nation for “Quality of City Services” and #1 for “Best-Run City” in the State of California by
WalletHub (June 2022). Huntington Beach was also ranked #1 and #18 in the state and country,
respectively, for “Best City for People with Disabilities” by WalletHub (September 2022). The
City boasts an annual median household income of $91,318, 51 percent higher than the median
household income for the United States, 28 percent higher than the State of California and 6
percent higher than Orange County. In addition, more than half of its residents, or 53 percent,
have a college education. There are over 104,300 people employed by public and private
entities in Huntington Beach.

Founded in the late 1880s, Huntington Beach was incorporated as a Charter City in 1909.
Huntington Beach has a Council/Manager form of government wherein seven City Council
members are elected to four-year terms, and the Mayor is filled on a rotating basis from the
incumbent Council Members. The City Attorney, City Clerk and City Treasurer positions are
also elected and serve four-year terms. The City of Huntington Beach is a full-service city
including police, fire, public works, and other key functional departments with a dedicated and
talented team of over 980 full-time equivalent employees.

In 2011, the unincorporated oceanfront community of Sunset Beach was officially annexed by
the City of Huntington Beach. Sunset Beach is a small beachfront community with
approximately 1,000 residents and 1.5 square miles of land. Beachfront properties with high
property values make this community a valuable addition to the City. Sunset Beach features
one of the widest and most pristine beaches in Southern California and is home to the historic
Sunset Beach Arts Festival.

A thriving beach community, Huntington Beach is home to numerous events, including the Great
Pacific Airshow — the only beachfront airshow on the West Coast featuring the U.S. Air Force
Thunderbirds, U.S. Navy F-35C Demo Team, PACAF F-16 Viper Demo Team, and many
others. This unique airshow, which first premiered in October 2016, has gained tremendous
popularity and attracts visitors from all over the world to view the three-day event.

The City’s century-old traditional Fourth of July Fireworks Show and Parade, known nationally
as “the largest Fourth of July Parade west of the Mississippi,” spans a four-day period that
includes the Pier Plaza Festival with live music, carnival rides, and other family-friendly
activities, Surf City 5K Run, and spectacular fireworks show overlooking the pier.

The City also hosts a variety of other exciting events for families and visitors such as the annual

Concours d’Elegance, Civil War Days, and other events. In September 2022, the City hosted
the International Surfing Association (ISA) World Surfing Games for the first time since 2006.
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Economic Condition and Outlook

After more than two years of contending with the pandemic, the economy is showing continuing
signs of recovery as seen through the major decline in COVID-19 cases and expansion of the
nation’s economy to 93 percent of pre-pandemic levels. While global tensions and supply chain
shortages remain prevalent, the City is experiencing sustained increases to its major revenue
sources, such as Sales Tax and Transient Occupancy Tax, through remarkable improvements
to the local economy. However, continuing volatility in the financial and equity markets, along
with the rapidly changing economic picture and the length and continuing impacts of the COVID-
19 pandemic, add a layer of uncertainty to the City’s financial projections.

The City of Huntington Beach continues to thrive together through the motto “OneHB.” On
November 29™, Al Zelinka presented his “100 Days Report,” which included the City’s
commitment to the following seven key principles:

e Reaffimation of the City’s OneHB Mission to stay committed to being One Team,
working together to have One Focus, and continuing to pursue One Goal, through the
City’s core values of humility, exceptionality, social awareness, passion, teamwork, and
integrity.

e Accountability to the Huntington Beach community using best practices and placing the
“Triple Bottom Line” approach of sustainability- which includes the City’s environment,
people, and economy- as the authentic and central platform to uphold and advance
Huntington Beach'’s sense of community and quality of life.

e Dedication to Transparency, striving to continuously expand access to public
information and increasing the visibility of programs, services, Boards, Committees, and
Commissions as opportunities for community participation and public information.

e Responsiveness to the needs of the Huntington Beach community, committing to
continuous all-hands training to provide exceptional customer service and diversifying
communication efforts so that the City’s residents can access City information, provide
input, and receive needed services in a timely manner.

e Commitment to remaining Effective & Efficient, promoting high performance and
financial responsibility to maximize the value of services provided to HB taxpayers,
residents, and businesses while simultaneously working to streamline and improve the
City’s customer service experience and address problems effectively.

e Fostering a culture which supports Diversity, Equity, & Inclusivity, serving all
residents, visitors, and businesses with an open mind and provide a sense of welcoming
and belonging and respecting the diverse viewpoints within the community which
contribute to our collective strength.

e Investment in public Engagement & Consensus Building to provide continuous,
meaningful engagement with the community in order to establish relationships and build
trust by providing a platform that facilities inclusive civic engagement.

Property Tax

The City of Huntington Beach’s assessed valuations are very strong, reflecting both new
development and increased property values. The City’s Fiscal Year 2022/23 assessed property
value grew 6.3 percent to $50.3 billion. This solid performance, coupled with steady year-over-
year growth, reflects a stable property tax base that can weather steep declines in real estate
markets. Over 60 percent of parcels have an assessed valuation (AV) base year prior to 2004,
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representing a significant amount of untapped AV. For Fiscal Year 2020/21, secured property
tax revenue collections totaled $61.1 million. For Fiscal Year 2021/22, secured property taxes
are estimated at $62.9 million, reflecting a 3 percent increase.

City of Huntington Beach
Total Assessed Valuation
Fiscal Years 2013/14 - 2022/23

(in billions)
$55.0
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Sales Tax

Huntington Beach’s business community is well-diversified with no single industry or business
dominating the local economy. Local businesses include aerospace and high technology,
petroleum, manufacturing, computer hardware and software, financial and business services,
hotel and tourism, automobile services, large-scale retailers, and surf apparel. The City’s
diverse sales tax base makes it a stable source of revenue and mitigates the impact of industry-
specific downturns as shown below.
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City of Huntington Beach
Composition of Sales Tax Revenue
Fiscal Year 2021/22
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City of Huntington Beach
Historical Sales Tax Revenue
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*Fiscal Year 2017/18 reflects nine months of data only due to the change in the City’s fiscal year
Transient Occupancy Tax (TOT)

Transient Occupancy Tax (TOT), a 10 percent tax applied to hotel stays within the City remains
strong as Huntington Beach remains a prime tourist destination and the hotel industry continues
to thrive. With a full fiscal year of TOT collections since the lifting of the Shelter-in-Place orders,
the City collected $15.8M in TOT revenues during Fiscal Year 2021/22, with the $5.4M, or 51.8
percent increase, exceeding even pre-pandemic levels.
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City of Huntington Beach
Transient Occupancy Tax Revenue
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*Fiscal Year 2017/18 reflects nine months of data only due to the change in the City’s fiscal year.

Budget Development and Monitoring

The budget is prepared under the supervision of the City Manager and transmitted to the City
Council for deliberation at least 30 days prior to the end of the fiscal year. Pursuant to the City’s
Charter, the City Council must adopt the annual budget by June 30" and may amend or revise
it any time at a properly noticed meeting. Budgetary control is at the Department level within
each fund and a Department Head, with the Chief Financial Officer’'s approval, may transfer
funds within like categories (operating and capital expenditures) of the same Department. The
transfer of funds for salaries and benefits requires additional approval by the City Manager or
his designee.

Cash Management Policies and Practices

Surplus cash is invested by the elected City Treasurer, in investments allowed by the City’s
Investment Policy. The Investment Policy is adopted annually by the City Council after approval
by the Investment Advisory Board. It outlines guidelines to meet the daily cash flow needs of
the City, maximize the efficiency of the City’s cash management system, and identifies prudent
investment vehicles for cash balances. The rate of return earned for the year ended June 30,
2022 was 1.19 percent. The City Treasurer, as required by California Government Code 53601,
has prepared an annual Statement of Investment Policy which allows the City to meet current
obligations while earning a market rate of return. Further information regarding the City’s cash
and investments can be found in Note 2 of the financial statements.

Long-Term Financial Planning and Major Initiatives

The Strategic Goals provides the framework for the goals and objectives of the City. The City
Council held a Strategic Planning Workshop on February 4, 2022, affirming four of the five policy
goals set in 2021 (excluding COVID-19 response). The five Strategic Goals for 2022 are listed
below:

e Community Engagement
¢ Homelessness Response
e Economic Development & Housing
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e Infrastructure and Parks
e Fiscal Sustainability, Public Safety, Other

The goals drive both short and long-term budgetary decisions and the daily operations of the
City by ensuring everyone is consistently working to achieve the goals outlined in the Plan.

Sustainability Master Plan

The City is in the process of developing a comprehensive Sustainability Master Plan (“SMP”)
that not only ties together past, current, and planned City sustainability efforts, but also outlines
a bold, inclusive vision for growth that balances the co-equal values of environment, equity, and
economy. The plan will define an achievable pathway to sustainability that supports the health
and well-being of all residents, responsible stewardship of the natural and built environment,
and long-term economic growth. Focus areas of the plan include, but are not limited to, the
following areas: Water, Energy, Climate, Biodiversity, Land use and Transportation, Resource
Recovery and Waste Management, and Public Health and Well-Being.

Citywide Mobility Plan

The City has adopted policies and built infrastructure to help people shift from driving alone to
walking, biking, utilizing transit, and carpooling. The Mobility Implementation Plan will help us
more aggressively advance these goals and will need to adhere to criteria set forth in the City’s
existing and ongoing plans. The Plan will ensure a diverse set of travel options that meet the
access and mobility needs for people of all ages and abilities, based in transportation justice
and the idea that infrastructure should equally and equitably address the needs of all people.
The Plan will provide clarity and specific, practical direction for strategies that support diverse
transportation options and technological innovations, such as micromobility devices, electric
vehicles, and autonomous vehicles, while ensuring that these changes do not adversely impact
progress towards other City commitments related to safety, equity, vehicular traffic congestion,
and GHG emissions.

Oak View Streetscape Improvements and Community Center and Library Plans

The City is working collaboratively with the Ocean View School District and the general
community to prepare a master plan to redevelop the Community Center and adjacent Oak
View Park, as well as expand and modernize Oak View Library to better meet the needs of this
neighborhood. The City has been awarded a $5 million grant from the California Department
of Transportation to add beautification elements, trees, and art in public spaces, as well as
remove litter and debris to enhance spaces for walking and recreation.

Comprehensive 311 System

The City is in the pre-planning stages of developing and implementing a robust, citywide 311
System to centralize all community requests, inquiries, information resources and engagements
in one platform. This “one-stop-shop” will address non-emergency inquiries and requests for
services. Establishing this one portal has the potential to improve our community’s customer
service experience and improve operational efficiencies, in keeping with the City’s ongoing
commitment to timely and efficient responsiveness.
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Awards and Acknowledgements

The City of Huntington Beach has once again received the “Certificate of Achievement for
Excellence in Financial Reporting” award bestowed by the Government Finance Officers’
Association (GFOA) of the United States and Canada for the 36" consecutive year. Receipt of
the award requires government entities to publish transparent, easily readable and efficiently
organized Annual Comprehensive Financial Reports, conforming to program, accounting, and
legal standards.

The Certificate of Achievement earned for the fiscal year ended June 30, 2021, is valid for one
year only. The City believes that this Annual Comprehensive Financial Report continues to
conform to the Certificate of Achievement Program requirements and will be submitted to the
GFOA for its consideration for another award.

| wish to thank the City Council, City Manager, and City Departments for their continued
diligence in their role as fiscal stewards for the City of Huntington Beach. Without their
leadership and support, the favorable financial results contained in this report would not have
been possible. | would also like to thank the Finance Commission, a seven member body
appointed by the City Council, which has been instrumental in helping the City maintain its long
term goal of financial sustainability.

The preparation of this report would also not have been possible without the professional
dedicated staff of the Finance Department. Specifically, | would like to thank Sunny Rief, Zack
Zithisakthanakul, lan Wuh, Tara Mukund, Ming Zhai, Leslie Zimmer, Michael Dolan, and Thuy
Vi for their hard work and dedication.

Respectfully,
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Dahle Bulosan
Chief Financial Officer
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City of Huntington Beach
Organizational Chart
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CITY OF HUNTINGTON BEACH
CAPITAL ASSET STATISTICS BY FUNCTION/ACTIVITY
JUNE 30, 2022

Library Services One Main Library and Four Branches
Fire:

Fire Stations 8
Police:

Stations One Main Station and Three Substations

Community Services:

Acreage of Parks 1,066

Community Centers 6
Public Works:

Centerline Square Miles of Streets Maintained 451

Miles of Beach Maintained 4.7

Miles of Storm Drains Maintained 120

Miles of Sewer Maintained 362

Source: Various departments of the City of Huntington Beach
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