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CITY of CALABASAS

January 3, 2022

The Honorable Mayor Mary Sue Maurer
The Honorable Members of the City Council
Citizens of the City of Calabasas, CA

LETTER OF TRANSMITTAL

The Annual Comprehensive Financial Report (ACFR) represents a compilation of financial data
that details the financial workings of the City of Calabasas (City). Information contained in the
ACFR was prepared in strict accordance with guidelines set forth by the Government Finance
Officers Association (GFOA). The ACFR is intended to provide readers with a clearly
articulated, user-friendly reporting of the City’s financial affairs. As such, the City assumes
responsibility for content accuracy, completeness, and objectivity of the presentation.

Within the ACFR, readers will find reporting on all funds and account groups for the City. The
ACFR complies with the financial reporting model developed by the Government Accounting
Standards Board (GASB) Statement Number 34 (GASB 34). In accordance with the criteria
established by GASB Statement No. 14 (GASB 14), the City of Calabasas Facilities
Corporation’s (Corporation) financial data has been included within the City’s financial
statements as a “blended” component unit because the primary government is financially
accountable for the Corporation.

THE PRIMARY GOVERNMENT

The City was incorporated on April 5, 1991. It is classified as a general law city due to its
reliance upon California state law to define procedural regulations utilized by City Council.
Through a general election process, the five-member council is elected to staggered four year
terms. The council serves as the City’s primary governing body.
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In December of each year, the council selects one of its members to serve as Mayor and one to
serve as Mayor Pro Tem. Calabasas City Council retains authority over the management of the
City. Additionally, a City Manager oversees daily functions and ensures that directions of the
City Council are carried out.

For financial reporting purposes, the primary government consists of all legally joined funds,
organizations, agencies, boards, commissions, and authorities that are considered part of the
City’s legal domain. Additionally, reporting for contractual services provided by Los Angeles
County or private vendors such as law enforcement, animal control, public works maintenance,
park maintenance, and traffic signal maintenance are also included in the financials. Reporting
for other contractual services such as refuse collection, landscape maintenance, street sweeping,
crossing guards, parking administration, janitorial services, and major capital projects is included
as well. The City provides Planning, Building and Safety, Code Enforcement, Engineering,
Traffic and Transportation, Recreation Programs, Media Operations, Financial Management, and
Administrative Services mostly with City employees.

THE CITY OF CALABASAS

Situated approximately 25 miles west of downtown Los Angeles (8 miles east of the Ventura
County line), Calabasas is located in western Los Angeles County in the foothills of the Santa
Monica Mountains National Recreation Area and adjacent to the San Fernando Valley. The first
recorded occupation in the area was by Chumash Native Americans who settled along the banks
of Calabasas Creek during the mid-1800s. Today, neighboring communities include Agoura
Hills, Malibu, Westlake Village, and Hidden Hills.

The City’s distinctive character is in part derived from its natural environment, oak-studded
hillsides, and sprawling open space. Other notable characteristics include its physical diversity,
small town atmosphere, and active population. Primary access to this community is from the
Ventura Freeway (101) or by taking Malibu Canyon Road north four miles from Pacific Coast
Highway (1).

ACCOUNTING SYSTEM AND BUDGETARY CONTROL

Accurate accounting of the City’s assets is essential to safeguard against loss and
misrepresentation. Calabasas’ system of accounting establishes solid control of the City’s
financial assets and allows for budgeting and reliable performance reporting. It provides for the
proper recording of financial transactions and lends itself to the establishment of accurate
financial statements. Because the cost of a control should not exceed the benefits to be derived,
the objective is to provide reasonable, rather than absolute assurance, that the financial
statements are free of any material misstatements.
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The City’s adopted financial approach includes a two-year budget that is approved on an annual
basis. In this case, the City Council is presented each year with a new two-year budget for
approval. One benefit resulting from this approach is that the City always has at least a 12-month
(look-ahead) budget that has not yet been executed. From a budgetary standpoint, providing a
longer forward plan better prepares staff to manage future projects. It should be noted that since
its inception, this approach has proven beneficial, particularly in regards to managing Capital
Improvement Projects.

CAPITAL IMPROVEMENT PROJECTS

Calabasas’ Capital Improvement Program (CIP) is a component of the budget process and
addresses the City’s short and long term capital needs. The CIP includes a plan to effectively
maintain existing infrastructure as well as provide new facilities to support population growth
and replace older assets that are no longer useful or are unsafe. During this reporting period, the
City focused its resources on: Street Rubberized Overlay, Catch Basin Screens, Randell Park
and Ride, Traffic Signal Synchronization, Electric Vehicle Charging Stations, Mulholland
Highway Corridor Study and other projects which benefited the citizens of Calabasas.

LOCAL ECONOMIC CONDITION AND OUTLOOK

Calabasas remains one of America’s wealthiest communities with a current per capita income of
over $79,000, which is almost two (2) times that of the State of California. At greater than
$120,000, the median household income in Calabasas in 2020 was almost twice that of the State
of California. The median age of Calabasas residents in 2021 is 43, while the median age in the
State of California as a whole is reported at 36 years.

The local area housing market has seen some upward movement in the value of its residential
real estate. The median home price in Calabasas in the third quarter of 2020 is $1.6 million. This
figure represents a 24% increase. Home prices within Calabasas are expected to remain on the
rise within the upcoming 12-month period.

Recognized as being a business-friendly city, Calabasas continues to entice companies to
relocate to and remain in the City by refraining from charging a business tax. As a result, the
City enjoys a strong and diverse business and retail base both of which contribute greatly to
revenue received through sales tax and transient occupancy tax.

The California Governor’s executive orders restricting certain business activities have caused a
reduction in revenues for the City. The uncertainty on when the restrictions will be completely
lifted coupled with the closures of businesses have made FY 2020-21 a challenging year. The
financial outlook is tentative and dependent on the Governor’s orders.
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LONG-TERM FINANCIAL PLANNING

The City has experienced only minimal population growth of approximately 1.0% per year since
2000, and due to the changes in property values and the fiscal strength of sales tax producing
businesses operating within the City, general fund revenue has increased by approximately 3.8%
per year during that same period of time. Property tax and sales tax are the two major
contributors to the increase and current estimates indicate a continued, modest amount of growth
for the upcoming years.

The City has a reserve policy that maintains a general fund balance of at least forty percent
(40%) of fiscal year (FY) budgeted expenditures. The purpose for this allowance is to provide for
various identified contingencies as well as allow for normal operation of regular city services.

The annual budget process includes long-range, 5-year planning for the spending of money on
the City’s Capital Improvement Program (CIP). In many cases, unique funds were established to
separate monies received for specific programs, and when fund balances reach the level
necessary to implement such programs, the City plans, through the budget process, for the
establishment, maintenance, and replacement of infrastructure and capital improvements.

ACCOMPLISHMENTS

The financial state of the City of Calabasas remains strong, with most tax revenue increasing
even as the Governor ordered the lockdown of the economy in March 2020. Moody’s re-
affirmed the City’s credit rating of (Aaa). This reflects the City’s solid financial standing. The
strength of the City’s finances is a relational byproduct of clearly defined, consistent
management practices, and responsible stewardship of the City’s assets. Following are
undertakings that have helped to strengthen the City’s financial stability.

1. Continued innovative investment practices

Until 2005, the City of Calabasas did not invest its idle cash outside of the Local Agency
Investment Fund (LAIF), a voluntary program established as an investment alternative
for California’s local governments and special districts and administered under the State
Treasurer’s administration. For the City as a whole, during fiscal year 2021 and with
Council approval, the Chief Financial Officer continued investing in U.S. Government
securities and was effectively able to earn additional interest income on its idle cash
balances.
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2. Continued Enhancement of the Department’s Standard Policy & Procedure (SPP)
Manual

Staff members of the City’s Finance Department continued to further enhance the set of
Standard Policies & Procedures (SPPs) which provide insight and direction as to how
activities within the Department must be handled. The SPPs identify the “who” and
“what” regarding how the Finance Department operates. Staff members are provided with
clear direction on how to complete forms and what processes need to be followed for the
proper handling of nearly all finance related efforts and activities.

3. Continued Improvement of the City’s Grant / Contract Management Functions

The Department of Finance continued to expand its role in Grant / Contract Management
by maintaining a contract review system that quickly and easily identifies contracts that
have either expired, are nearing their spending limits, or do not have current liability
insurance coverage. These combined efforts have greatly reduced the amount of liability
risk maintained by the City, thus reducing the risk of higher insurance premiums.

4. Continued Delivery of Accurate and Comprehensible Financial Statements

Budget Performance Reports (BPRs) and Landscape Maintenance District (LMD)
Financial Statements are prepared monthly and are distributed to management for the
purpose of identifying areas of spending patterns not in keeping with the approved
budget. As such, management is easily able to identify problems, understand the financial
impact of the problems, and establish corrective action plans for meeting organizational
and citywide goals.

ACKNOWLEDGEMENTS

I would like to express my appreciation to all City staff that assisted and contributed to the
preparation of this report. In particular, the Finance Department staff has contributed much to the
accurate financial reporting of the City. My sincere thanks to: Luisa, Cedric, Sandy, Jeff, Carson,
and Yadira.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate for Excellence in Financial Reporting to the City of Calabasas for its
Comprehensive Annual Financial Report (ACFR) for the fiscal year ended June 30, 2020. In
order to be awarded a Certificate of Award for Outstanding Financial Reporting, a government
unit must publish an easily readable and efficiently organized ACFR. This report must satisfy
Generally Accepted Accounting Principles (GAAP) and applicable legal requirements.



The Department of Finance for the City of Calabasas feels the current ACFR continues to meet
the requirements of the GFOA Certificate of Achievement Program. The City will be submitting
this year’s ACFR to the GFOA to determine its eligibility for another certificate.

INDEPENDENT AUDIT

For the fiscal year ended June 30, 2021, the City’s financial statements were audited by the
certified public accounting firm of Rogers, Anderson, Malody & Scott, LLP to ensure that the
financial statements of the City were free of material misstatement. The audit a) examined
activities, documents, and disclosures used to create the financial statements, b) assessed the
accounting principles used by management, and c) evaluated the overall financial statement
presentation. The results of the audit are as follows:

e The City’s financial statements have no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards; and

e Internal control over financial reporting and its operations was considered free from
material weaknesses.

¢ Financial statements present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City of Calabasas, California, as of June 30,
2021.

In this, it is my goal to provide readers and citizens an accurate depiction of the financial standing
and activities regarding the City of Calabasas. Please reference the Management’s Discussion and
Analysis (MD&A) section of this report for a more complete and detailed accounting of financial
performance for the fiscal year ended June 30, 2021.

Respectfully submitted,

(o AMLoy

RON AHLERS
CHIEF FINANCIAL OFFICER

C s Hy.

KINDON MEIK
CiTY MANAGER
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Communications and Technology Commission — Carey Meicher, Chair
Environmental Commission — Whitney Schwartz, Chair
Historical Preservation Commission — Lynne Tracy, Chair
Library Commission — Denise Lee, President
Parks, Recreation and Education Commission — Laurel Ford, Chair
Planning Commission — Dennis Washburn, Chair
Public Safety Commission — Sharon Boucher, Chair
Traffic and Transportation Commission — Peter Valk, Chair
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Independent Auditor's Report

The Honorable City Council
of the City of Calabasas
Calabasas, California

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the
governmental activities, the business-type activities, each major fund, and
the aggregate remaining fund information of the City of Calabasas (the
City), as of and for the year ended June 30, 2021, and the related notes to
the financial statements, which collectively comprise the City's basic
financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all
material respects, the respective financial position of the governmental
activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City 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.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America (GAAS) and the standards
applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the City and to
meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.
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Emphasis of Matter

As discussed in Note 1 of the financial statements, the Town adopted the provisions of
Governmental Accounting Standards Board Statement No. 84, Fiduciary Activities. Our opinions
are not modified in respect to this matter.

Responsibilities of Management for the Financial Statements

The City’s management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City’s
ability to continue as a going concern for the twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinions. Reasonable assurance is a high level of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance
with GAAS will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the financial statements.

In performing an audit in accordance with GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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, no
such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City’s ability to continue as a going
concern for a reasonable period of time.
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We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
required supplementary information, as listed in the table of contents, be presented to supplement
the basic financial statements. Such information is the responsibility of management and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary 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 accompanying supplementary
information, as listed in the table of contents, is presented for purposes of additional analysis and
is not a required part of the basic financial statements.

The accompanying supplementary information is the responsibility of management and was
derived from and relates 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.

Other Information Included in the Annual Report

Management is responsible for the other information included in the annual report. The other
information comprises the transmittal letter and statistical information but does not include the
financial statements and our auditor's report thereon. Our opinions on the financial statements do
not cover the other information, and we do not express an opinion or any form of assurance
thereon. In connection with our audit of the financial statements, our responsibility is to read the
other information and consider whether a material inconsistency exists between the other
information and the financial statements, or the other information otherwise appears to be
materially misstated. If, based on the work performed, we conclude that an uncorrected material
misstatement of the other information exists, we are required to describe it in our report.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 3, 2022 on our consideration of the City’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 solely 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 effectiveness of 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’s internal control over financial
reporting and compliance.

)()0 eAs, »erée,u.oa_, Maloa7 2 ,fco#, LLA

San Bernardino, California
January 3, 2022
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City of Calabasas

Management’s Discussion and Analysis
For the Year Ended June 30, 2021

Note: Throughout this discussion the term "City" as used herein refers to the City of Calabasas and all
subordinate entities falling under its immediate financial domain.

Management’s Discussion and Analysis (MD&A) is presented as a supplement to the City’s financial
statement. The MD&A offers an objective narrative of the City’s financial activities based upon facts,
decisions, and conditions known to management as of the auditor’s report date for the fiscal year ended
June 30, 2021. Readers are encouraged to utilize this report in conjunction with the information outlined
in the City’s financial statements and notes to the financial statements (found on subsequent pages). A
summary of the fiscal year’s financial picture immediately follows.

SUMMARY HIGHLIGHTS

r

Total Assets of $199 million with Deferred Outflow of Resources of 88 million
Total Liabilities of 360 million with Deferred Inflow of Resources of $0.6 million
Net Position of $146 million, a decrease of $0.4 million from 2020

Combined ending fund balances for governmental funds experienced a 1% increase
845 million remains available for the City’s governmental funds

Unassigned fund balance for the general fund was 319 million

The City’s total long-term liabilities are $54 million

OVERVIEW OF THE FINANCIAL STATEMENTS

This document memorializes the financial activities of the City from the managerial perspective using an
integrated approach as prescribed by GASB 34. Its goal: to provide readers with an easy-to-understand
user friendly overview of the City’s basic financial statements that are inclusive of 1) government-wide
financial statements; 2) fund financial statements; and 3) notes to the financial statements.

Additionally, this financial report is in full compliance with GASB Statement No. 44 (GASB 44). GASB
44 added new information in the statistical section that users have identified as important and eliminates
certain previous requirements. This statement specifies that the statistical section should include ten-year
trends in three types of operating information: government employment levels, operating statistics, and
capital asset information. This statement also clarifies certain features of previously required information,
such as which governmental funds to include in information about trends in changes in fund balances.

Information outlined in government-wide financial statements is drawn from numerical data relating to
the City’s major funds. Government-wide financial statements detail all capital assets, including
infrastructure, depreciation and long-term debt. Examples covered in this printing include general, special
revenue, capital projects, and non-major governmental funds. Fund financial statements primarily contain
information about short-term fiscal accountability for governmental funds and longer-term operational
accountability for proprietary and agency funds, such as the Tennis and Swim Center and the Las
Virgenes Parking Authority Fund respectively. Notes to the financial statements include support and other
qualifying documentation as warranted.

The aforementioned are covered in subsequent sections.
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City of Calabasas

Management’s Discussion and Analysis
For the Year Ended June 30, 2021

Government-wide Financial Statements

As previously discussed, government-wide financial statements detail all capital assets, including
infrastructure, depreciation, and long-term debt. Specifically, these statements are designed to provide an
expansive overview of the City’s finances. Given its scope and in an effort to adequately present this data
in a comprehensible format, government-wide financial statements are divided into two subcategories, the
Statement of Net Position and the Statement of Activities. These statements reasonably chart long- and
short-term information regarding the City’s financial condition.

The City’s statements provide a manageable yet comprehensive view of the City’s economic position,
appropriately accounting for all revenue and expenses during the specified fiscal year. To accomplish this,
government-wide financial statements are reported utilizing the flow of economic resources (cost of
services) measurement focus and the accrual method of accounting. Using the flow of economic resources
measurement focus allows the City to provide financial transparency insofar as all assets and liabilities
are listed on the Statement of Net Position. The added use of the accrual basis of accounting allows the
City a ‘real-time’ advantage as revenues are recognized when earned and expenses are recognized when
incurred.

The Statement of Net Position outlines the City’s assets and liabilities. The difference between the assets
and liabilities is recorded as net position (assets - liabilities = net position). While fluctuations are
expected, over time increases or decreases in the City’s net position could be used to gauge the City’s
financial standing in order to ascertain whether it is improving or deteriorating. See Table 1 for a breakout
of assets, deferred outflows of resources, liabilities, and deferred inflows of resources.

The Statement of Activities demonstrates how the City’s net position evolved during the current fiscal
year. Specifically, this statement provides comparative analysis between direct expenses and program
revenues for each functional activity of the City. In this forum, net position changes are recorded in real
time when triggered by underlying events without respect to the timing of the related cash flows. Because
of this, it is expected that revenue and expenses for some items (such as uncollected taxes and earned but
unused vacation and/or sick leave) will result in recorded cash flows in future fiscal periods.

Combined, the Statements reveal functions of the City that can be divided into two categories: 1)
Governmental activities, and 2) Business-type activities. Governmental activities are chiefly supported by
a) taxes elicited from such sources as utility user’s tax, transient occupancy tax, sales tax, property tax,
and franchise tax, and by b) intergovernmental revenues such as motor vehicle in-lieu fees. Governmental
activities of the City are inclusive of general government, police, public works, traffic and transportation,
community development, and community services, such as parks and recreation. As mentioned earlier,
tax revenue principally funds these activities. Consequently, a good portion of the City’s basic services
are reported in this category.

Component units are legally separate entities that the City is either financially accountable for or shares a
significant relationship with in such a way that their exclusion would cause the City’s financial statements
to be misleading or incomplete. The Calabasas Facilities Corporation (termed the “Corporation”) meets
the criteria of component unit classification and has thus been included as a blended component unit in
the governmental activities statements.

Business-type activities are funded in large part through the assignment of user fees charged to external

parties for goods or services. In other words, the City charges a fee to parties to cover all or most of the
cost of certain services it provides. The City’s Tennis and Swim Center is reported in this category.
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Fund Financial Statements

Fund Financial Statements cover segregated groupings of related accounts whose funds have been
designated for specific activities or purpose. They provide a detailed accounting of revenue and
expenditures, assets and liabilities, and remaining fund balances for each fund. This helps to ensure and
demonstrate finance-related legal compliance.

Fund financial statements differ from activity reports due to the way capital outlay, depreciation, long-
term debt, compensated absences, deferred revenues, and intergovernmental receivables are reported. The
impact of these differences is laid out in the notes accompanying the financial statements.

Funds required by State law and by bond covenants (i.e., Proposition A & C, and Highway Users Tax) are
part of the fund financial statements. Likewise, other funds (i.e., Developer Impact Fees, Grants, and
Storm Damage) established to provide the City with tighter fiscal controls and accountability are itemized
on these statements. The following sections provide a more in-depth detailing of the fund groups.

Governmental Funds. Governmental funds are reported in essentially the same fashion as governmental
activities in the government-wide financial statements with an exception — governmental fund financial
statements focus on near-term inflows and outflows of spendable resources and balances of spendable
resources. This means governmental fund financial statements identify current sources and uses of money
within the immediate fiscal year. Benefits derived include a detailed short-term view of the City’s general
government operations and the basic services it provides, which assist in determining whether there are
sufficient financial resources available to meet the City’s current needs.

Since the scope of the governmental funds is different than that of the government-wide financial
statements, it is beneficial to comparatively examine information presented for the governmental funds
with information presented for governmental activities in the government-wide financial statements. From
this, readers gain a clearer picture of the long-term impacts current financial decisions might yield. When
examined together, the governmental funds Balance Sheet and Statement of Revenues, Expenditures, and
Changes in Fund Balances provide the reader with a different snapshot that identifies variances between
the two different methodologies of accounting for governmental activities and governmental funds. The
City maintains 30 governmental funds including the general fund.

Governmental funds statements are included in subsequent pages of this report.

Proprietary Funds. Proprietary funds record revenues when they are earned and record expenses at the
time liabilities are incurred. Proprietary funds can be divided into two fund types: enterprise funds and
internal service funds.

Enterprise funds display financial activities operating in a similar fashion to a business enterprise.
Specifically, these funds account for services for which the City charges a user fee. Enterprise funds are
documented in the business-type activities section of the governmental-wide financial statements. They
account for operations that provide services primarily to customers outside the financial reporting entity
(the City).
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Internal service funds are generally used to accumulate and allocate costs internally among the City’s
various functions. These funds might include general benefits and insurance, duplicating and printing,
office maintenance, architectural services, and information technology, to name a few. Given these
services largely benefit governmental activities rather than business-type functions, City services that
might ordinarily be reported in this area have been included with governmental activities in the
government-wide financial statements.

The City maintains one type of proprietary fund (the enterprise fund), which accounts for the Tennis and
Swim Center. Readers will find accounting for the Tennis and Swim Center recorded in the business-type
activities section of the governmental-wide financial statements. Here, all capital acquisitions are
recorded as fund assets and depreciation is included as a current operating expense.

Proprietary fund financial statements follow on subsequent pages of this report.

Fiduciary fund statements are used to present assets held in trust or agency capacity for others. As such,
these funds cannot be used to support the City’s own programs. The City oversees three custodial funds
that fall under the fiduciary fund type.

Custodial funds report resources held by the City in a purely custodial capacity. Generally, management
of custodial funds typically involves the receipt, temporary investment, and remittance of fiduciary
resources to individuals, private organizations, or other governments.

The City holds funds for the following agencies: 1) Las Virgenes Parking Authority; 2) Community
Facilities District 98-1; and 3) Community Facilities District 2001-1.

The City’s custodial fund activities are reported in a Statement of Fiduciary Net Position and a Statement
of Changes in Fiduciary Net Position. The City is responsible for ensuring that the assets reported in these
funds are used for their intended purposes.

Notes to the Financial Statements

The notes provide additional support information that is essential in assisting readers in gaining a full
understanding of the data provided in the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the City’s General Fund and Major Special Revenue
Funds. Reports include schedules of revenues, expenditures, and changes in fund balances (budget and
actual) for each specific fund. The required supplementary information section also includes pension
information and postemployment benefit plans other than pension trend information.

GOVERNMENT - WIDE FINANCIAL ANALYSIS
Net position. As discussed earlier, the statement of net position outlines the City’s assets and liabilities

with the difference of the two being recorded as the net position. The City’s net position can be separated
into three primary categories: 1) net investment in capital assets, 2) unrestricted, and 3) restricted.
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As shown in Chart 1, the largest portions of the City’s net position are found in net investment in capital
assets (73%), and unrestricted (4%). The percentage of net position subject to external use restrictions,
except for that associated with the servicing of City debt, makes up 22% of the net position portfolio.
Community development, recycling, transit, landscape maintenance, housing, road improvements, and
library fall under this category.

For purposes of discussion, 74% of the City’s net position is derived from investments in capital assets
such as land, buildings, machinery, and equipment — net of accumulated depreciation. Despite equity
gains that might be experienced, capital assets are not available for future spending since they are tangible
assets used to provide services to citizens. Consequently, resources required to address related debt must
be secured from other sources.
Chart 1
Net Position — Primary Government
Percentage of net position by asset type and category
as of June 30, 2021

Restricted Landscape
Maintenance 5% Restricted All Others

0,
Restricted Housing 5% 125
Unrestricted 4%

Net Investment in
Capital Assets 73%

4% ($6.1 million) of the City’s net position is unrestricted meaning it can be used in any way (subject to
the approval of Council) to meet the City’s ongoing obligations to citizens and creditors. As shown in
Table 1, positive balances in all three categories of net position, for both the government as a whole, as
well as for its separate governmental and business-type activities are reported. Additionally, Table 1
presents condensed financial information derived from the Statement of Net Position.

Changes in net position. Total net position for the City ($146.5 million) as a whole decreased by $0.3

million due to reduced revenues resulting from the State shutting down the economy. Table 2 further
details the contributing factors regarding the change in net position for the primary government.
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Table 1
Condensed financial information from Statement of Net Position
June 30, 2021 and 2020
(amounts in millions)*

Governmental activities Business-type activities Total
2021 2020 2021 2020 2021 2020
Cash and investments $ 41.8 $ 412 $ 0.7 $ 0.7 $ 425 $ 419
Other current assets 6.4 6.2 - - 6.4 6.2
Capital assets 143.5 142.3 1.5 1.6 145.0 143.9
Other non-current assets 5.0 49 - - 5.0 49
TOTAL ASSETS 196.7 194.6 2.2 2.3 198.9 196.9
Total deferred outflow of resources 8.4 9.3 0.1 0.1 8.5 9.4
Current liabilities 54 5.0 0.4 0.2 5.8 5.2
Non-current liabilities 54.0 53.1 0.5 0.5 54.5 53.6
TOTAL LIABILITIES 59.4 58.1 0.9 0.7 60.3 58.8
Total deferred inflow of resources 0.6 0.7 - - 0.6 0.7
Net investment in capital assets $ 106.5 $ 1042 $ 1.5 $ 1.6 108.0 $ 1059
Restricted 324 33.0 - - 324 33.0
Unrestricted 6.2 7.8 (0.2) 0.1 6.0 7.9
TOTAL NET POSITION $ 145.1 $ 1450 $ 1.4 $ 1.7 $ 1464 $ 146.8

*Allow for rounding variances due to the use of amounts by millions

Governmental activities. As stated earlier, taxes and intergovernmental revenue chiefly support
governmental activities.

Governmental activities’ expenses totaled $37.9 million. Of this, $9.7 million (community services
department expenses), $4.5 million (public works), $5.1 million (public safety), and $15.3 million
(general government department expenses) account for over 90% of governmental activity expenditures.
City funding for governmental activities was derived from $30.5 million in general revenue and such
sources as program revenue, which contributed $7.4 million (see table 2 for detailed figures). Program
revenue funds was generated from $2.5 million in charges for services and $4.9 million from grant
money.

The City’s governmental activities have been accounted for in six departmental categories: 1) general
government, 2) public safety, 3) public works, 4) community development, 5) community services, and 6)
interest and fiscal charges (see Chart 2).

The total net position for governmental activities was $145 million representing an increase of $57

thousand since the fiscal year ended June 30, 2021. Chart 3 presents a five-year comparison of the net
position for governmental activities.
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As of this printing, tax revenue (66%) was the single greatest source of City revenues for governmental
activities. Total tax revenues collected for governmental activities only decreased by $1.3 million
compared to the prior fiscal year. Charts 4 and 5 present the percentage of total expenses for each
program of governmental activities and the percentage of total revenues by source.

Table 2
Condensed financial information from Statement of Activities
for the fiscal years ended June 30, 2021 and 2020
(amounts in millions)*

Governmental activities Business-type activities TOTAL
2021 2020 2021 2020 2021 2020
Revenue
Program Revenue
Charges for services $ 2.5 $ 32 $ 3.9 $ 35 $ 6.4 $ 6.7
Operating grants and contributions 2.6 2.7 - - 2.6 2.7
Capital grants and contributions 23 2.4 - - 2.3 2.4
General Revenue
Taxes
Utility user taxes 3.0 2.9 - - 3.0 2.9
Transient occupancy taxes 1.0 1.6 - - 1.0 1.6
Sales taxes 6.8 6.0 - - 6.8 6.0
Franchise taxes 12.7 12.1 - - 12.7 12.1
Property taxes 0.8 0.8 - - 0.8 0.8
Other taxes 0.7 0.3 - - 0.7 0.3
Intergovernmental 2.7 2.6 - - 2.7 2.6
Use of money and property 0.5 1.4 - - 0.5 1.4
Miscellaneous 0.7 5.4 - - 0.7 54
Sale of capital assets 1.5 - - - 1.5 -
TOTAL REVENUE 37.8 41.3 3.9 3.5 41.8 44.9
Expenses
General government 153 16.8 - - 153 16.8
Public safety 5.1 4.9 - - 5.1 4.9
Public works 4.5 4.0 - - 4.5 4.0
Community development 1.6 1.5 - - 1.6 1.5
Community services 9.7 9.1 - - 9.7 9.1
Interest and fiscal charges 1.6 1.6 - - 1.6 1.6
Tennis & swim center - - 4.2 3.8 4.2 3.8
TOTAL EXPENSES 37.9 37.9 4.2 3.8 42.1 41.7
TRANSFERS 0.1 - (0.10) - - -
Change in Net Position 0.1 3.4 0.4) 0.3) 0.3) 32
Net Position - Beginning of Fiscal Year 145.0 141.7 1.7 2.0 146.8 143.7
Net Position - End of Fiscal Year $ 1451 $§ 145.0 $ 1.4 $ 1.7 $ 1465 $ 146.8

*Allow for rounding variances due to the use of amounts by millions
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Chart 2

Program comparisons of governmental activity expenses with related revenues
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Five-year comparisons of net position for governmental activities
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Chart 4
Percent of revenue by source — governmental activities
for the fiscal year ended June 30, 2021
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Chart 5
Percent of program expense — governmental activities
for the fiscal year ended June 30, 2021
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Business-type activities. As previously mentioned, business-type activities are funded in large part
through the collection of user fees imposed on external parties in exchange for goods or services. The
Tennis and Swim Center (the “Center”) is reported in this category. Business-activity revenue, seen in the
charges-for-services category, increased to $3.9 million from last year due to the closure required by Los
Angeles County. Expenses during that same time period increased to $4.2 million. The net position
decreased to $1.4 million. Chart 6 shows a six-year history of net position for business-type activities.

Chart 6
Five-year comparisons of net position for business-type activities
as of June 30
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FUND FINANCIAL ANALYSIS

Governmental funds. As stated, governmental funds financial statements identify current sources and
uses of money. Benefits derived include a detailed short-term view of the City’s general government
operations and the basic services it provides, which assists in determining whether there are sufficient
financial resources available to meet the City’s current needs.

The overall financial position of the City’s governmental funds increased by $0.5 million when compared
to the previous fiscal year. This increase was attributable to the reduced expenses due to the Governor
shutting down the economy.

The total ending fund balance for the City’s governmental funds is $44.7 million.

Revenue. Total General Fund revenue decreased by $15 thousand from last year bringing the total
revenue received for the fiscal year to $22.4 million. Of this amount, $16.1 million was generated by
taxes, $63 thousand (licenses and fees), $2.9 million (intergovernmental), $83 thousand (fines and
forfeitures), $0.5 million (use of money and property), $2.3 million (charges for services), and $0.4
million (others) represent source specific income that contributed to the general fund’s total revenue (see
Chart 7). Increases in tax revenue of $0.9 million was mostly attributable to an overall increase in sales
tax revenue.
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Chart 7

General fund
Revenues by source
For the fiscal year ended June 30, 2021
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Expenditures. A $2.1 million dollar decrease in General Fund expenditures from the prior fiscal year is
noted, bringing the total annual expenditures to $20.6 million. The expenses decreased due to operations
ceasing or greatly reduced in response to the COVID pandemic.

Special revenue funds. Fund balances for special revenue funds (Landscape Maintenance Districts
(LMD), Grants, and Affordable Housing) totals $9 million. These monies are held by the City to perform
specific functions as they relate to each specific fund.

Capital projects. The Capital Improvement fund should reflect a zero or near zero fiscal year ending
balance. This is expected since capital project fund revenues are project specific and are funded by other
sources in amounts equal to the amounts spent. This year’s expenditures totaled $5.7 million, an increase
of $2.6 million. Primary expenditures include: $0.9 million for the annual street overlay project, $3.7
million for the Randell Park and Ride Lot, and $0.8 million for the Lost Hills Overpass project.
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Non-major governmental funds. The City’s non-major governmental funds include: Proposition A,
Highway User Tax, Proposition C, Storm Damage, Affordable Housing, Oak Tree Mitigation, Civic
Center Capital Replacement, Developer Impact Fees, Library, and others.

Total revenue of $7.3 million for non-major governmental funds is greater than the prior fiscal year by
$1.2 million, mostly caused by an increase in the amounts received for Highway Users Tax and the newly
created Road Maintenance and Rehab fund. The major revenue sources included: 1) taxes - $2.6 million
and 2) intergovernmental - $4.5 million (see Chart 8).

Expenditures totaled $11.4 million, an increase of $3.2 million from last year. The greatest expenditure
categories were Debt Service at $2.6 million and Capital Outlay at $5.9 million. Other expenditures
included spending for public safety, public works projects, and community development (see Chart 9).
The total fund balances for all non-major governmental funds decreased by $2.3 million and totaled $16.2
million (see Chart 10).

Proprietary funds. As mentioned in the business-type activities discussion, the City accounts for one
proprietary fund: the Tennis and Swim Center. The Tennis and Swim Center received its operating
revenue exclusively from tennis and swim fees. This fiscal year’s total revenue received increased by $0.4
million to $3.9 million. Operating expenses increased by $0.4 million from the previous fiscal year. The
total expenditure amount of $4.2 million includes amounts paid for: Top Seed contract, employee salaries
and benefits, outside services, and material and supplies.

As shown in the Statement of Revenues, Expenses, and Changes in Net Position (Proprietary Fund),
amounts paid to operate the facility include: $0.9 million — salaries & benefits; $0.1 million — outside
services; $0.8 million — materials, supplies, and operating expenses; $0.1 million — utilities; $2.1 million —
Top Seed (contractor), and $94 thousand — depreciation.

Fiduciary (custodial) funds. The City has three custodial funds, which consist of Las Virgenes Parking
Authority, Community Facilities District 98-1, and Community Facilities District 2006-1. Custodial funds
are used to account for assets held by the City as an agent for individuals, private organizations, and other
governments. Custodial funds had total assets of $3.4 million, liabilities of $22 thousand and restricted
net position of $3.4 million. Total restricted net position increased by $37 thousand. Changes to the
presentation of the fiduciary funds in the current year are related to the implementation of GASB
Statement 84.
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Chart 8

Percent of revenue by source — non-major governmental funds
for the fiscal year ended June 30, 2021
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Capital assets. The City’s current fiscal year investment in capital assets for its governmental and
business-type activities amounted to $145 million (net of accumulated depreciation). The City’s capital
assets increased by $1.1 million mostly due to the infrastructure category. Table 3 shows this total by
investment category. Depreciable property includes equipment, buildings, improvements other than
buildings, and infrastructure. Infrastructure assets are items that are normally immovable and can be
preserved for a greater number of years than most capital assets, such as roads, bridges, streets and
sidewalks, drainage systems, and lighting systems. Further detailed information can be found in the notes
to the financial statements (notes 1D and 7).

Land

Construction in Progress

Buildings

Improvements

Machinery & Equipment

Infrastructure

Library Collection
TOTAL

Table 3
Capital Assets
(net of accumulated depreciation)
June 30, 2021
Governmental Business-type
Activities Activities TOTAL
$ 5,212,934 $ 837,819 § 6,050,753
4,872,642 - 4,872,642
40,636,469 72,399 40,708,868
3,237,970 532,948 3,770,918
1,243,497 79,594 1,323,091
88,000,832 - 88,000,832
289,531 - 289,531
$ 143,493,875 $ 1,522,760 $ 145,016,635
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Long-term liabilities. Debt liability for governmental activities increased by $1 million mostly due to
increases in Net Pension Liability and OPEB. See Note 8, Note 9 and Note 12 for further analysis of the
City’s obligations.
Table 4
Long-term Obligations
June 30, 2021

Governmental Business-type
Activities Activities TOTAL
2015 Certificates of Participation $ 37,645,000 $ - $ 37,645,000
Certificate Premium - 2015 1,188,109 - 1,188,109
Compensated absences payable 761,649 24,493 786,142
Net pension liabilities 7,393,373 526,684 7,920,057
Other post employment benefits (OPEB) 8,756,453 - 8,756,453
TOTAL $§ 55,744,584 $ 551,177 § 56,295,761

GENERAL FUND BUDGETARY HIGHLIGHTS

e The fund balance for the General Fund increased by $1.8 million from the prior fiscal year to $19.9
million due to increased sales tax revenues and reduced expenses.

e The City received $856,000 more revenue from Sales & Use Tax than originally budgeted despite the
economic.

e The City received $588,000 less revenue from Transient Occupancy Tax than the prior year due to
less travel from the “stay at home” orders from the Governor.

e The City received $191,000 more revenue from Utility Users Tax — Electric than originally budgeted
due to higher electricity sales within the City.

e Building fees and planning fees netted an amount lower than originally budgeted by $271,000 due to a
decrease in construction projects taking place within City limits.

e The total amount of revenue received into the General Fund totaled $22.4 million, $0.3 million more
than the budget.

o The City spent less than its General Fund budgeted expenditures by $1.1 million, due to less hourly
staff working.

e In June 2020, the City Council adopted a biennial budget identifying revenue and expenditures for the
two-year period ending June 2022. Council adopts the biennial budget annually.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
Economic Factors

Like many California cities, the City of Calabasas has been called to address several economic challenges. It is
expected that the future cost of inflation as it pertains to employee salaries and the cost to purchase materials
and services will continue. The Governor’s order to shut the economy down and remain at home has reduced
certain taxes the City relies upon to provide services to our citizens. Higher forecasted health costs, worker’s
compensation, and retirement benefits will also remain a concern and will be reflected in the upcoming budget.
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Revenue from sales tax generated by new automobile dealerships within the City has exceeded the city’s
revenue estimates. The Transient Occupancy Tax increased from the prior year due to the reopening of the
economy. Revenue received from property taxes will increase by about 3% for next fiscal year as the value of
housing continues to increase by double-digit percentages. Further, when the two hotel projects already
approved by Council are completed, the City could experience an increase in Transient Occupancy Tax.
Revenues have recovered much of the loss due to the Governor’s shutdown of the economy.

Next Year’s Budget
The budget will continue to focus on four main purposes:

1. Present a clear picture to residents, council, and staff regarding the City’s direction,

2. Provide an overview and summary of City Funds,

3. Identify Capital Improvement Projects (CIPs), Department / City special projects, and other
discretionary spending items, and

4. Maintain excellent financial tracking.

The 2021-22 approved General Fund spending plan is approximately $23.7 million, an amount $0.5 million
more than that of the prior fiscal year’s budget. The Council approved a balanced budget using zero reserves.
Revenue is expected to be less than budget, and expenditures are expected to be less than the amount
approved, keeping the City about break-even for the year.

A new two-ye