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City of Visalia City Manager’s Office

December 28, 2017

To the Honorable Mayor, City Council, and Citizens of the City of Visalia:

We are pleased to submit the City of Visalia’s (the City) Comprehensive Annual Financial Report (CAFR)
for the fiscal year July 1, 2016 through June 30, 2017. The City Charter (Article VI - Section 17) requires
that a licensed certified public accountant conduct an annual audit at the end of each fiscal year and
issue a complete set of financial statements to be submitted to City Council. The CAFR is also intended
to provide relevant financial information to the residents of Visalia, taxpayers, creditors, investors, and
other interested parties.

This letter of transmittal provides a non-technical summary of City finances, services, and achievements,
and economic prospects. We ask that readers who wish a more detailed discussion of the City's financial
results refer to Management's Discussion & Analysis ("MD&A") contained in the Financial Section of the
CAFR.

The City Finance Department is responsible for the accuracy of the information contained in this report,
the adequacy of its disclosures, and the fairness of its presentation. We believe this CAFR to be
complete and reliable in all material respects. To provide a reasonable basis for making this
representation, we have established a comprehensive system of internal controls designed to protect
City assets from loss, to identify and record transactions accurately, and to compile the information
necessary to produce financial statements in conformity with generally accepted accounting principles
(GAAP).

The City contracted with Maze & Associates Accounting Corporation, a firm of Certified Public
Accountants licensed to practice in the State of California, to perform the annual independent audit. The
auditors expressed an opinion that the City's financial statements for fiscal year 2016-2017 are fairly
stated in conformity with generally accepted accounting principles (GAAP). This is the most favorable
conclusion and is commonly known as an "unmodified" or "clean" opinion. The independent auditor's
report is included in front of the Financial Section of this report.

This CAFR is organized into four sections:

e The Introductory Section provides this transmittal letter which includes information about the
governmental structure, economic activities of the community, and notable financial activities.

e The Financial Section includes the financial statements, notes, and supplemental information. It has
management’s discussion and analysis (MD&A) which immediately follows the independent
auditor’s report and provides a narrative introduction, overview, and analysis of the Basic Financial
Statements including notes and the Required Supplementary Information.
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e The Statistical Section includes tables containing historical financial data, debt statistics, and
miscellaneous social and economic data of potential interest to readers of financial documents. The
data also includes ten-year revenue and expenditure data.

e The Compliance Section which includes the Measure T Agreed Upon Procedures Audit, the Measure
N Agreed Upon Procedures Audit, and Bond Disclosure Requirements. The citizens of the City of
Visalia, in 2004, passed a sales tax ballot measure for public safety operations and in 2016, passed a
sales tax ballot measure for essential City services. An annual compliance audit was required as part
of the measures and is included in this document.

CITY PROFILE

Basic Information

Visalia is located in the central San Joaquin Valley in California, approximately 185 miles north of Los
Angeles and 220 miles south of San Francisco. Visalia is the county seat and principal trading center for
Tulare County, which is currently one of the most productive agricultural counties in the United States.
The City currently has a land area of approximately 38 square miles with a population of 133,151 as of
May 2017, placing Visalia among the 210 largest cities in America.

The City was founded in 1852, incorporated in 1874, and became a charter city in 1923. The charter was
amended in 1974 and operates under a Council-Manager form of government. The City Council is
comprised of five members who are elected to alternating four-year terms staggered every two years.
Beginning with the November 2016, the Council elections moved from at-large elections to district-
based elections. The Council selects two of its members to serve as Mayor and Vice Mayor for a two-
year term. City Council is responsible for making policy, passing ordinances, adopting the budget,
appointing committees, and hiring the City Manager and the City Attorney. The City Manager is
responsible for carrying out the ordinances and polices of the City Council, overseeing operations, and
appointing, with Council approval, the City’s department heads.

Types of Services

The City provides a full range of municipal services including those required by statute or charter. These
services include Police, Fire, Planning, Building Safety, Successor Agencies to Redevelopment, Housing
and Economic Development, Wastewater Treatment and Collection, Storm Water Collection, Ground
Water Recharge, Solid Waste, Streets, Parks, Traffic Safety, Transit, Airport, Recreation, Convention
Center, Senior Center, Golf Course, Ball Park, and General Administrative Services.

BUDGET

The City Council is required to adopt a budget by no later than the close of the prior fiscal year. This
budget is prepared on a two-year basis and serves as the foundation for the City’s fiscal planning and
financial control. The budget is prepared by departments (e.g., Community Development), by funds
(e.g., Transportation), and by divisions (e.g., Planning). The City Manager may transfer appropriations
within a fund, provided that the total appropriation is not increased.

The City's Capital Budget is considered as part of the City's Five-Year Capital Improvement Plan. The
capital expenditures approved are the two years adopted in the budget.
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ECONOMIC CONDITION

Fiscal Year 2016/17 resulted in an overall increase of $518,019 in the total economic-sensitive revenue
sources for the General Fund as shown in Table 1 — Economic Sensitive Revenues.

Table 1 - Economic Sensitive Revenues
(as shown in the Financial Statements)

Increase Over

Description FY 15/16 FY 16/17 Prior Year % Increase
Sales Tax $ 26542029 $ 31,498610 $ 4,956,581 19%
Property Tax 26,880,309 22,370,180 (4,510,129) -17%
Transient Occupancy Tax 2,483,588 2,776,037 292,449 12%
Franchise Fees 2,719,221 2,567,191 (152,030) -6%
Business License 2,390,448 2,321,596 (68,852) -3%
Total $ 61015595 S 61,533,614 $ 518,019 1%

The amounts collected from Sales Tax and Property Tax shown in Table 1 do not reflect the actual
change from prior year due to receiving one-time money from the ending of the Triple Flip in Fiscal Year
2015/16. Beginning January 1, 2016, the City resumed receiving their full amount of the local one
percent sales tax. Prior to this, under the Triple Flip, one-quarter percent of the local one percent sales
tax was withheld by the State and repaid back to the City through the County with the City’s property
taxes. The ending of the Triple Flip also resulted in approximately $1.9 million in one-time monies
(recorded in the Property Tax category) due to a final true-up payment made by the State.

In order to compare actual Sales Tax and Property Tax growth, the one-time payment received in FY
15/16 was removed from the Sales Tax Category and the annual one-quarter Triple Flip money, which
replaced the Sales Tax, was put into the Sales Tax category for FY 15/16 as shown in Table 2 — Sales Tax
and Property Tax Growth. Based on these changes the Sales Tax growth for 16/17 was 4% and Property
Tax was 5%. The City also saw an increase in the Transient Occupancy Tax as business improved for this
sector as well as revenue owed for prior years had been collected. Franchise Fee revenue decreased in
FY 16/17 mainly due to a decrease in electricity franchise fee revenue as more and more residents
moved to solar power to help curtail their utility expenses. Business Licenses were slightly down as
some accounts having been closed, for example, out of town contractors that are no longer doing
business in Visalia as work they were contracted for is completed.

Table 2 — Sales Tax and Property Tax Growth
Increase Over

Description FY 15/16 FY 16/17 Prior Year % Increase

Sales Tax* S 30,162,207 $ 31,498,610 S 1,336,403 4%
Triple Flip Clean-Up (one-time money) 1,900,000 - (1,900,000) -100%
Property Tax* 21,360,131 22,370,180 1,010,049 5%
Transient Occupancy Tax 2,483,588 2,776,037 292,449 12%
Franchise Fees 2,719,221 2,567,191 (152,030) -6%
Business License 2,390,448 2,321,596 (68,852) -3%
Total S 61,015,595 $ 61,533,614 $ 518,019 1%

* For comparison purposes, FY 15/16 revenue figures have been reclassed. The annual triple flip money has been reclassed
from property tax to sales tax as the triple flip program was ended by the State mid FY 15/16. The triple flip clean up money
of $1.9 million is separate from the annual payment and was a one -time true up payemnt to end the program.
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Visalia has 12,098 licensed businesses operating in the City. These businesses include private
manufacturing, technology research, retail and service businesses, educational services, healthcare and
social assistance, consulting, arts and entertainment, hospitality services, along with non-profit
institutions.

Industrial jobs are primary factors in creating economic vitality. These jobs create the need for service
jobs. Although the number of business licenses is down, this past fiscal year, Visalia has seen continued
growth in the City’s industrial job base with more activity pending through the calendar year.

Construction activity in the City continued to improve in 2016-17. The total valuation for all permits
issued was $253 million, a 1.9% increase from the prior year. This is the strongest construction activity
since FY 07/08 as shown in Table 2 — New Single Family Dwelling Permits Comparison. The new single
family dwelling permits were up from prior year by 11.9%. The construction value for 556 new single
family dwelling permits was $147 million, which was up 12.8% from the prior year valuation level.

Table 2 — New Single Family Dwelling Permits Comparison

Single Family Dwelling Permits
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While new housing permits have risen over the last several years since the Great Recession, home
construction is not yet back to pre-housing boom levels. Prior to the housing boom, the ten year
average for new housing was 626 permits annually (1993-2002). While there is still improvement
needed to return to pre-boom levels, the City is pleased to see continuing gradual growth in the housing
market.

Overall, this construction activity drives the revenue collection in several categories and is an indicator
of future activity for several other categories, such as property taxes, impact fees, and storm and
sanitary sewer system fees.

Industrial Park Highlights

UPS has purchased 58 acres in the industrial park at the northeast corner of Plaza Drive and Riggin
Avenue. While the City is not aware of any immediate plans, the site will be for future Central Valley
expansion and will be a catalyst for additional development in the industrial park.

| ———————————————————
iv
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Golden State Overnight is building a 62,840 square foot distribution center and will be making Visalia its
main hub. It is estimated that they will employ about 70 people when completed with the hopes of
doubling that in future years.

Diversified Development Group (DDG) is nearing completion of a 402,000 square foot building located
at American Street and Riggin Avenue. Their buildout of American Street is nearly complete and final
inspections are expected sometime before November 30, 2017. Tenants are lined up and City staff is
working with the DDG team to ensure swift occupancy. The project is a much-welcomed addition to the
Industrial Park as although there is currently over 1,000 acres of zoned industrial land ready to go within
the City, there is currently a 0.5 — 1% vacancy rate for existing industrial space in Visalia.

There have been several new 5,000 — 10,000 square foot building projects throughout the Industrial
Park this year. Some of which include:

e 6000 square feet for Comfort Now, an air conditioning & heating company.

e 6,600 square feet of expansion for Remedy Medical, a medical supply company.

e 8,000 square feet for an ammonia refrigeration service company.

e Anew 7,284 square foot warehouse user off N. Gateway Street.

e A new grain hopper trailer manufacturer in a new 4,000 square foot building near Kelsey
Street off of Doe Avenue.

e An expansion of Smith Promotions, a local screen printing, embroidery shop and full service
manufacturer of promotional materials. They are expanding into a new 10,000 square foot
facility.

A new 125,000 square foot industrial building is being proposed at the northwest corner of Neely Street
and (future) Hurley Avenue. The site is north of the Lampe Chrysler Dodge Jeep Ram dealership.

Local manufacturer, Voltage Multipliers, is expanding with a new equipment room addition to their
location at 8620 W Roosevelt Avenue, near Goshen Avenue and Kelsey Street.

Pacific Dry Ice is proposing to occupy 7249 W. Goshen Ave. in the Industrial Park. The dry ice
manufacturer has gone through Site Plan Review and is in the process of acquiring building permits so as
to be operational in the next few months.

Additional restaurants, and potential retail space, are being proposed on Plaza Drive just northwest of
the Chevron at Plaza Drive and Crowley Avenue. The new spaces are setup for fast casual offerings
including a drive-thru.

Huckleberry’s Restaurant is considering a location in the Plaza Business Park near the Visalia Industrial
Park. The Southern themed breakfast and lunch restaurant has several locations throughout California,
but this would be the only current location in the Southern Central Valley. Huckleberry's is a part of the
Cool Hand Luke's and Perko's Farm Fresh family of restaurants.
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L
Commercial Developments from Around the Community

The City also witnessed other types of development around the community, including commercial and
office developments.

Mooney Boulevard Revitalization

Sportsman’s Warehouse is now open! The new location is between the Guitar Center at Packwood
Creek and the Costco off of Visalia Parkway near Mooney Boulevard. Sportsman’s Warehouse offers a
wide variety of outdoor sporting equipment focusing on hunting, fishing, camping, backpacking and
shooting. The new location should generate considerable development interest in the remainder of the
vacant area in between Costco and Packwood Creek.

A new lJiffy Lube is being proposed just behind the Lowe’s at Mooney Boulevard and Cameron Avenue,
in the Grove at Packwood Creek retail development near Sportsman’s Warehouse.

A second Surf Thru Car Wash is under construction across Cameron Avenue near Packwood Creek.

A bridge over Packwood Creek onto Cameron Avenue is being proposed in the Sequoia Plaza Shopping
Center at the southeast corner of Mooney Boulevard and Caldwell Avenue. As proposed, the bridge will
allow traffic in and out from Cameron Avenue near the entrance of Ashley Furniture. Staff is working
with the developer on the exact layout and any necessary offsite improvements pending a look at
potential traffic impacts.

The Commons regional retail project at Visalia Parkway and Mooney Boulevard continues to work
through the entitlement process having received a “Revise and Proceed” through Site Plan Review. The
project currently calls for 11 acres of residential, roughly 15 acres of new commercial and approximately
one acre of greenbelt/dog run space. The commercial project calls for numerous anchor pads, several
drive thru restaurants and various other retail uses.

Family Healthcare Network is proposing a new full service medical clinic in the former Dollar Tree
location at the southwest corner of Beech Avenue and Mooney Boulevard. The 17,000 square foot
facility will include full medical and dental services. This follows a growing trend of medical uses in retail
corridors.

The repurposing of the old Weatherby’s site at the southeast corner of Walnut Avenue and Mooney
Boulevard has begun. Once completed, a new drive thru food restaurant and several other retail/food
tenants are expected. The Orosco Group is the developer of the project and has done several other
notable Mooney Boulevard projects such as Packwood Creek, the Shoe Palace redevelopment in front of
Toys R Us and is also working on repurposing the old Citibank building. Construction is expected to be
completed in 2018.

Downtown Developments
Barrelhouse Brewing is now in Visalia! Barrelhouse is located at 521 E. Main Street with a 6,000 square-

foot tap room and 6,000 square-foot beer garden in the back. Their location followed the establishment
of the Microbrewery/Microwinery Overlay District in the East Downtown area.

| ———————————————————
Vi
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e The proposed district encompasses approximately 220 acres of east downtown, between
Murray Avenue to the north, Ben Maddox Way to the east, Mineral King Avenue to the
south, and Santa Fe Street to the west. A big step for future brewery owners, the new
zoning amendment will remove existing requirements for a micro-brewery/winery to
include a restaurant component and allows retail sale for off-site consumption. However,
establishments must be at least 200 feet walking distance from any sensitive uses, including
elementary schools, children’s museums, parks, or places of worship.

The Old Courthouse may become a boutique hotel — Matt Ainley and his development team submitted
the winning proposal to the County of Tulare’s RFP for redevelopment of the Old Courthouse in
Downtown Visalia. The project consists of a 28-room boutique hotel named “The Darling” and aims to
restore the classic Art Deco architectural style of the four-story building to pay homage to its 1930s
roots. A pool and bar would cover 1,800 square feet of the rooftop with the other half being dedicated
for a bar and lounge. In addition to a grand lobby, the ground floor would feature a spa, wine cellar, two
meeting rooms as well as 100-seat restaurant and lounge that will be open to the public.

Derlicious, a fresh rolled ice cream and popsicle restaurant, has gone through site plan review at 118 S.
Court Street. They will occupy the first floor of the Independent Order of Odd Fellows building.

Doc’s Drive In is looking to relocate to the southwest corner of Main Street and Willis Street. The
location will not feature a drive-thru.

Residential Space: The downtown area may be seeing more residential space, as residential is being
proposed above Javi's Taco Shack and is expected to move forward.

Additional activity is occurring at the 720 E. Center Mixed Use Project. The former Caskey Paper
building that is now the new home of the Planing Mill, office space, and will soon feature a martial arts
studio and a gym facility.

A skywalk is being proposed to connect the 3rd floor of the West Acequia parking garage to the building
at 215 West Main Street. The project proposes a new office and residential development in the upper
floors with a proposal to connect residential and office users to leased parking stalls in the garage.

North Visalia

A new grocery/meat market has been proposed behind the very popular Pho ‘N Seafood near the
Lincoln Oval. The site is the existing building at 118 NE 3rd which used to be a market. The business will
be a nice new addition to the area.

Lincoln Oval Park has new activity as the Tulare County Office of Education’s (TCOE) Early Childhood
Education Program is now using the existing Oval Park building for meetings with children and families
that participate in their Home Base Program. The use will also encourage family use of the new play
structure in the park.Visalia Emergency Aid is adding additional warehousing and new office space to
their site on N.E. 3rd.

| ———————————————————
vii
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Del Taco opened up next to the Arco gas station at the southeast corner of Dinuba Blvd. and Riggin
Avenue. An additional restaurant pad is expected at that corner.

The final phase of Riverway Sports Park is underway. The project will consist of 4 new lighted softball
fields with corresponding concession stands, restroom facilities, parking and an additional picnic
structure.

A new retail and drive thru restaurant development is being proposed at the Village at Willow Creek
Shopping Center at Demaree Street and Riggin Avenue. The proposed site is the vacant outparcel along
Demaree Street.

Kaweah Delta Health Care District is adding a 6,100 square feet Urgent Care facility north of the Village
at Willow Creek Shopping Center at Demaree Street and Riggin Avenue. There are plans to construct a
senior care facility on the same parcel in the future.

A new Burger King location is now open at the northwest corner of Ben Maddox Way and Douglas

Avenue. The project has helped to redevelop the corner and more activity along Ben Maddox Way is
expected.

Other Openings/Developments

Walmart is in the process of expanding their store at the Noble Avenue and Ben Maddox Way location.
The expansion includes additional grocery sales, an outdoor garden center, a fast food tenant, and other
elements. Perhaps most notably, to remain relevant in today’s online shopping environment, there is a
new drive-in concept proposed that will allow shoppers to call ahead to pick up premade grocery orders.
Customers will get into a vehicle queue, enter a passcode and pull up to a loading station where
Walmart employees will cart the orders out to customers vehicles and allow customers the ability to
inspect the fresh items before completing the transaction.

Popeye’s Louisiana Kitchen is bringing their New Orleans flavor to Visalia. The site is a vacant pad at the
Visalia Marketplace Shopping Center at Noble Avenue and Demaree Street. Construction is currently
underway.

A family friendly billiards center, Visalia City Billiards, has joined Fit Republic and Quantum Leap in
generating new life into the Mineral King Plaza Shopping Center off of Noble Avenue and Chinowth
Street. The shopping center now offers a wide variety of entertainment options including Roller Towne,
Chuck E Cheese, Quantum Leap’s trampoline park, a billiard hall, and several fast food and restaurant
options.

A mini-market and gas station is being proposed at the southeast corner of Visalia Parkway and
Demaree Street along with numerous other commercial spaces. In total, there are four building pads, in
addition to the mini-market, and would be located west of the recently proposed multi-family and single
family housing.

A pharmacy is being proposed at 1400 E. Noble Avenue, adjacent to the Wienerschnitzel, near Highway
198 and Ben Maddox Way.

e ———————————
viii
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The Sequoia Surgery Center on Akers Street near Highway 198 is expanding. They are adding 18,860
square feet, extending the facility westward and will adjust the parking layout.

A new 11,890 square foot office building is being proposed at the southeast corner of Akers Street and
Noble Avenue. This would be the first of several proposed buildings at this location.

Ongoing Capital Projects
The City’s Capital Improvement Program has a number of significant projects currently underway that
will continue into fiscal year 2018 and beyond.

Visalia Emergency Communication Center (VECC)
e The $19 million project will be a new facility for Dispatch, Fire Administration, and Traffic
Monitoring. This building will be located at the future Civic Center site at NE Burke and the
Future extension of School Avenue. The facility will be 18,800 square feet. The Civic Center site
is approximately 10 acres and 3 acres will be designated to the VECC. Construction began in
February 2016 and is estimated to be completed in the Spring of 2018. The debt issuance for
this project will be paid by Measure T, Public Safety Impact fees, and the General Fund.

CAD/RMS Replacement for Public Safety
e The Computer Aided Dispatch and Records Management System (CADD/RMS) replacement will
cost $3 million and will include all new software and hardware. This system will include a
touchscreen Mobile solution with real-time mobile mapping. The system has been installed in
conjunction with the VECC building construction. Dispatch moved into the VECC the first week
of December 2017. This project will be funded by Measure T, Public Safety Impact fees, and
General Fund.

Water Conservation Plant

e The approximately $140 million public works project is the largest single project in the City’s
history. The upgrade will allow the use of recycled water for irrigation of crops, Plaza Park, and
Valley Oaks Golf Course. The construction is a three year project and is estimated to be fully
completed in early 2018. As part of this project, the City and the Tulare Irrigation District (TID)
executed a water exchange agreement. In exchange for recycled water delivered for its uses, TID
will transfer a proportional amount of surface water to the City to be directed to groundwater
recharge facilities to help mitigate declining groundwater levels.

e The project is financed with a State Water Resources Revolving Fund loan, grants, and Waste
Water cash balances. No rate increases are necessary to fund this loan.

Riveryway Sports Park Phase V
e Development of Phase V of the Riverway Sports Park is underway. The $9 million project
includes four lighted adult/youth softball fields with a concessions, restrooms, additional
parking, and picnic amenities. The project will also include an additional irrigation system and
new pump system.
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FINANCIAL CONDITION

Fiscal year 2016-2017 ended with a steady growth in revenue categories such as Sales Tax, Property Tax,
Transient Occupancy Tax, and development-related fees. With continued revenue increases from an
improving economy, and careful management of expenses, the City’s budget was able to provide limited
service enhancements and infrastructure improvements, and allowed for increases in employee
compensation. As shown in Table 3 — General Fund Statement of Revenues & Expenditures, the
General Fund ended the year with a $1.7 million change in fund balance with $.9 million remaining as a
surplus. The main contributors to this year’s surplus were increases in sales tax and property tax of 4%
and 5% respectively and an increase in interest earned for the General Fund of approximately $360,000
as the economy continued to improve.

Table 3 — General Fund Statement of Revenues & Expenditures

(in millions)
FY 16/17
Revenues S 71.9
Expenditures 71.6
Over/(Under) Expenditures S 0.3
Other Financing Sources (Uses) S 1.4
Net Change in Fund Balance S 1.7
Less Sale of Land (75%-Building Improvement)* S (0.6)
Less Sale of Land (25%-Emergency Reserve)* (0.2)
Surplus S 0.9

*Note - All property sales are split 75% to Building Improvement Fund
and 25% to GF Emergency Reserve as was directed by Council.

This is the fourth consecutive year the General Fund has ended the year with a surplus. However, the
balance between revenues and expenditures continues to remain fragile. It is important for the City to
continue to monitor increasing costs (i.e. rising pension costs), the economy for a possible downturn
(recession), and to seek new opportunities to increase tax base revenues to maintain fiscal
sustainability.

In June 2016, the City Council adopted a balanced biennial budget for fiscal years 2016-2017 and 2017-
2018. The biennial budget focused on the following goals:

1) Gradually rebuild the City by adding back resources;

2) Increase funding levels for Capital Improvement Projects;

3) Increase resources directed at maintaining City facilities; and
4) Replenish General Fund Emergency Reserves.
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Both fiscal years budgets transfer a small surplus to the Emergency Reserve. This transfer is consistent
with the City Council's goal of increasing the Emergency Reserve balance to 25% of General Fund
operating expenditures. Table 4 - General Fund Emergency Reserves shows the usage of the reserves
during the great recession and the efforts to replenish the reserves.

Table 4 — General Fund Emergency Reserves

Emergency Reserves
(In Millions)
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In the end, the General Fund has continued to improve with growth in revenues and nearing City
Council’s goal of funding the Emergency Reserves with a balance of 25% of General Fund operating
expenditures.  For this fiscal year, the Emergency Reserves have increased by $1.2 million which is
derived from $0.9 million from the General Fund surplus, by $201,142 from the land sale, and by
$80,907 from emergency reserve interest earnings, which brought the Emergency Reserves to $12.9
million (22% of operating expenditures). However, staff is recommending to Council to increase the
Emergency Reserves to 25% of operating expenditures by transferring an additional $1.5 million from
available funds currently classified as unassigned fund balance. After the transfer, unassigned fund
balance will have $8.1 million, leaving enough to cover future advances needed in the police impact fee
fund to help that fund cover their portion of the VECC debt payment and enough to help temporarily
cover other funds projects, if needed, before they are able to be reimbursed through grant
reimbursements or fees collected.

If approved, Council’s goal of funding the Emergency Reserves at 25% will be met in fiscal year 2016-17.
However, many challenges still remain. We must continue to strive to achieve City Council goals of
rebuilding organizational capacity lost due to the recession, address infrastructure needs that have been
deferred, and handle increasing pension costs. Officials at CalPERS have implemented two items to
address the unfunded status of most pension plans statewide. First, CalPERS is reducing the investment
earnings target from 7.5% to 7% in hopes of better reflecting the current earnings rate environment. By
lowering the earnings rate, the City’s pension contributions will increase in order to make up for the loss
of projected earnings. In addition, CalPERS is accelerating contributions towards unfunded liabilities in
an effort to bring all pension plans closer to a fully funded status.

X1
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One new funding source that will help Council achieve its goals is Measure N. Measure N, Visalia’s half-
cent Essential City Services Measure was approved by voters on the November 8, 2016 election, and
became effective April 1, 2017. The City collected $3.0 million in Measure N funds for fiscal year 2016-
2017. The proceeds of this tax will provide the City with a reliable and ongoing local source of funding
for public safety, repairs and maintenance for streets, and maintenance of parks and trails. Funds will be
controlled directly by the City of Visalia, with citizen oversight, and not subject to control by the State of
California.

BOND RATING

The City’s current general obligation credit ratings are A+ from Standard & Poor's (“S&P”). The ratings
continue to reflect the diversity of the local economy anchored by a strong business presence, sound
financial management and prudent budgetary practices.

AWARDS

The Government Finance Officers Association (“GFOA”) awarded its Certificate of Achievement for
Excellence in Financial Reporting to the City for its CAFR for the fiscal year ended June 30, 2016. To
qualify for the Certificate of Achievement, the governmental entity must publish an easily readable and
efficiently organized CAFR, the contents of which conform to program standards. Such report must
satisfy accounting principles generally accepted in the United States of America, as well as all applicable
legal requirements.

The Certificate of Achievement is valid for only one year. The City believes this CAFR continues to
conform to the Certificate of Achievement Program requirements and will be submitting it to GFOA for
consideration of the annual award.

ACKNOWLEDGMENTS

The preparation of this CAFR represents a team effort by the entire staff of the Finance Department.
Sincere appreciation goes to Finance Manager Jason Montgomery and Financial Analyst Kari Williams.
They demonstrated personal determination and dedicated many long days of focused attention to
produce this document. The City also recognizes the contributions and positive working relationship
with Maze & Associates.

Finally, we wish to express our sincere appreciation to the Mayor and City Council for providing policy
direction and a firm foundation of support for the pursuit of excellence in all realms of professional
endeavors, especially their role in guiding the City to a secure financial condition that assures resources
are available to provide core services to the community.

Respectfully submitted,

Michael Olmos Renee Nagel
City Manager Finance Director
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EASSOCIATES

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
Members of the City Council
City of Visalia, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each
major fimd, and the agpregate remaining fiond information of the City of Visalia, Califomia (City), as of and for the year
ended June 30, 2017, 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 confrol relevant to the preparation and fair presentation of the financial statements that are
free from material misstatement, whether duoe to frand or emror.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on cur audit. We conducted our andit in
accordance with anditing standards generally accepted in the United States of Amenica and the standards applicable to
financial audits contained in Government Audifing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the andit to cbtain reasonable assurance about whether the financial
statements are free from material ousstaternent.

An audit imvolves performing procedures to obtain audit evidence about the amounts and disclosmres in the financial
statements. The procedores selected depend on the anditor’s judgment, including the assessment of the nisks of material
misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the anditor
considers 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 cpinton. An audit also inclodes evaluating
the appropriatencss of accounting policies used and the reasonableness of sipnificant 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 appropnate to provide a basis for onr andit

Opini

In owr opinion, the financial statements referred to above present fairly, m all material respects, the respective financial
posttion of the governmental activities, the business-type activities, each major fund, and the aggregate remaming fond
information of the City as of June 30, 2017, and the respective changes in financial pesition and, where applicable, cash
flows thereof and the respective budgetary comparisons listed in the Table of Contents as part of the basic financial
statements for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

T 930300802
Accountancy Corporation F 925 83000135
3473 Buskirk Avanue, Suite 215 £ mMaze@mazesassociates.com
Flaazant HIl, CA 94523 w mazeassociates.com



Other Matters
Required Supplementary Information

Arcounting principles generally accepted in the United States of America require that the Management’s Discussion and
Amnalysis and other required supplementary information as histed i the Table of Contents be presented to supplement the
basic financial statements. Such mnformation, although not a part of the basic financial statements, 1s 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 certam hmited
procedures to the required supplementary information in accordance with anditing standards generally accepted m the
United States of America, which consisted of inguiries of management about the methods of prepanng the information
and comparing the information for consistency with management’s responses to our inguiries, the basic financial
statements, and other Imowledge we obtained durmg owr audit of the basic financial statements. We do not express an
opinicn or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our andit was conducted for the purpose of formung opimons on the financial statements that collectively comprise the
City’s basic financial statements. The Introductory Section, Supplemental Information, and Statistical Section listed in
the Table of Contents are presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The Supplemental Information is the responsibility of manapement and was dermved from and relates direcily 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 awndit of the basic financial statements and certain additional
records used to prepare the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with anditing standards penerally accepted in the United States of America. In owr opinicn, the
Supplemental Information 15 fairly stated, m all matenal respects, in relation to the basic financial statements as a whole.

The Introductory, Statistical and Compliance Sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide amy assurance on them

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 28, 2017, on cur
consideration of the City’s imternal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and prant 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 Audiiing Standards in considening the City's
internal control over financial reporting and compliance.

Mazp k frarlolon

December 28, 2017
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CITY OF VISALIA
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
FISCAL YEAR ENDING JUNE 30, 2017

The Governmental Accounting Standards Board (GASB) Statement No. 34 Government-wide statements present a
combined picture of the City of Visalia (the City) on a full accrual basis of accounting, where all debt and assets are
included in the presentation. Conversely, the Fund level statements present a picture that is based on a modified
accrual basis of accounting, where long-term assets and debt are excluded. Thus, Government-wide and Fund level
presentations produce different results based on the type of accounting basis used. Please read this document in
conjunction with the accompanying Transmittal Letter and the Basic Financial Statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s Basic Financial Statements which
have three components:

1. Government—wide financial statements
2. Fund financial statements
3. Notes to the financial statements

This Comprehensive Annual Financial Report also contains Supplemental Information which includes combining
statements for Non-major Governmental, Internal Service and Fiduciary Funds, Measure T Agreed Upon
Procedures Audit, Measure N Agreed Upon Procedures Audit, Bond Disclosure Requirements, Single Audit Reports,
as well as a Statistical Section.

Government-wide Financial Statements

The Government-wide Financial Statements are designed to provide a broad overview of all of the City’s finances
taken as a whole, using a long-term view, in a manner similar to private-sector businesses.

The Statement of Net Position presents financial information on all the City’s assets, including capital assets and
liabilities, and long-term debt, with the difference between the two reported as net position. The full accrual basis
of accounting is used, thus the flow of all economic resources are measured.

The Statement of Activities presents financial information reporting how the City’s net position changed during
the fiscal year by listing the revenues and expenses of each of the City’s major activities. The full accrual basis of
accounting is also used, thereby all changes to net position are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of the related cash flows. Thus, revenues and expenses are reported
in this statement for some items that will result in cash flows in a future fiscal period.

All of the City’s activities are grouped into either Governmental Activities (those functions that are principally
supported by taxes or by specific governmental program revenues such as developer fees) or into Business-type
Activities (whose services are supported by charges paid by direct users of the service such as Solid Waste
collection). All of the amounts in both of the Statement of Net Position and the Statement of Activities are
segregated into Governmental Activities and Business-type Activities to provide a summary of these City activities.
The City’s Governmental Activities include general government, community development, police, fire, public
works, parks and recreation services. The City’s Business-type Activities include the convention center, airport,
golf course, wastewater, storm sewer maintenance, solid waste, transit, building safety, animal control, and
baseball.

The City’s Government-wide Financial Statements include not only the City itself (referred to as the primary
government) but also the Visalia Public Finance Authority, which is financially accountable to the City and is
blended into these financial statements.

L ———————————————
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Fund Financial Statements

The fund financial statements are designed to report information about related accounts that have been
segregated for specific activities or objectives. The City uses fund accounting to ensure and demonstrate
compliance with finance related legal requirements. All of the City’s funds are divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

The Fund Financial Statements provide detailed information about each of the City’s most significant funds called
Major Funds. Major funds account for the major financial activities of the City and are presented individually, while
the activities of the Non-major funds are presented in summary as Other Governmental Funds. Subordinate
schedules of the Non-major funds present detailed financial information for the City’s smaller funds.

Governmental Funds: Governmental funds are prepared on the modified accrual basis of accounting, which
means they measure only current financial resources and uses. This basis focuses on (1) how cash and other
financial assets can be readily converted to available resources and (2) the balances left at year-end that are
available for spending. Capital assets and other long-lived assets along with long-term liabilities are not
presented in the Governmental Fund Financial Statements. Such information may be useful in determining
what financial resources are available in the near future to finance the City’s programs.

Because the focus of the governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with the 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 provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The City follows Governmental Accounting Standards Board (GASB) Statement No. 54. In the Fund financial
statements, governmental funds report fund balance as nonspendable, restricted, committed, assigned or
unassigned. Each of these components of fund balance is classified based primarily on the extent to which the
City is bound to honor constraints on how specific amounts can be spent.

1. Nonspendable Fund Balance — amounts that are inherently nonspendable such as long-
term receivables.

2. Restricted Fund Balance — amounts that have externally enforceable limitations on use
that are either imposed by law or constrained by grantors, contributors, or laws and
regulations of other governments.

3. Committed Fund Balance — amounts that can only be used for specific purposes
determined by resolution of the City’s highest level of decision-making authority, the
City Council. These committed amounts cannot be used for any other purpose unless
the City Council removes or changes the specified use through a resolution. The
resolution must occur prior to the end of the reporting period; however, the amount
can be determined subsequently.

4. Assigned Fund Balance - amounts that are constrained by the City’s intent to be used for
specific purposes, but are neither restricted nor committed, should be reported as
assigned fund balance. The intent can be expressed by the City Council itself or by an
official to which the governing body has delegated the authority.
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5. Unassigned Fund Balance - the residual positive net resources of the General Fund in
excess of what can properly be classified in one of the other four categories. This
amount is reported only in the General Fund except in cases of negative fund balance.
Negative fund balances in other governmental funds are reported as Unassigned Fund
Balance.

The City Council establishes, modifies or rescinds fund balance commitments by passage of an ordinance or
resolution. This is done through the adoption of the budget and subsequent budget amendments that occur
throughout the year. Assignments may be established and modified by the City Council, City Manager, or
Finance Director.

The accounting policies of the City consider restricted fund balance to have been spent first when expenditure
is incurred for purposes for which both restricted and unrestricted fund balance is available. Similarly, when
an expenditure is incurred for purposes for which amounts in any of the unrestricted classifications of fund
balance could be used, the City considers committed amounts to be reduced first, followed by assigned
amounts and then unassigned amounts.

This Fund Balance policy was established by the City Council on June 20, 2011.

Proprietary Funds: Proprietary funds are generally used to account for services for which the City charges
customers — either citizens (e.g., Enterprise funds) or departments of the City (e.g., Internal Service funds).
Proprietary funds provide the same type of information as shown in the government-wide financial
statements only in more detail. Proprietary funds are prepared on the full accrual basis of accounting and
include all of their assets and liabilities, current and long-term.

e  Enterprise Funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for the
Convention Center, Airport, Valley Oaks Golf, Wastewater, Storm Sewer Maintenance, Solid Waste,
Transit, Baseball, Animal Control, and Building Safety all of which are considered to be Major Funds
of the City.

e Internal Service Funds are used to report activities that provide certain supplies and services only to
City programs and activities. The internal service funds are combined into a single, aggregated total
presented in the Fund Level proprietary fund financial statements. Subordinate Internal Service
fund schedules that provide individual fund financial data in the form of combining statements are
also contained in this report. Internal service's revenues are eliminated in the City-wide financial
statements and any related profits or losses are returned to the activities which created them.
Because these services predominantly benefit governmental rather than business-type functions,
the residual net position of these funds has been included within governmental activities in the
government-wide financial statements. The City uses internal service funds to account for Fleet
Services, Vehicle Replacement, Information Services, Risk Management, Health Benefits,
Compensated Absences and Building Maintenance.

Fiduciary Funds: Fiduciary funds are used to account for resources held for the benefit of parties outside the
City. The City’s fiduciary activities are reported in the Statement of Fiduciary Net Position included in the
Basic Financial Statements. For the City of Visalia, seven fiduciary funds are maintained: the Los Rios
Assessment District, the Property and Business Improvement District #4 (for Downtown Visalians & Alliance),
the Village West Improvement District, the Orchard Walk Underground Utilities District, the Atwood
Assessment District, the Laura Assessment District, and the Visalia Redevelopment Successor Agency.

Notes to the Financial Statements
The notes to the financial statements provide additional financial information that is essential for a full
understanding of the data provided in the Government-wide and Fund Financial Statements.

e —————————————————
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FINANCIAL HIGHLIGHTS
Visalia’s population increased to 133,151 an increase of 1.66% this past fiscal year. The California Consumer Price
Index for All Urban Consumers for the same period increased by 2.25%. The major factors driving the City’s
financial results this fiscal year are the following:
e Improving Sales Tax Revenues, up 12% from last year. This includes Measure N, a half-cent sales tax
override approved by the citizens of Visalia in November 2016. Measure N began April 1, 2017 and

revenues generated from Measure N for fiscal year 2016-17 totaled $3 million. Removing Measure N
from the Sales Tax Revenue figures yields sales tax growth of 4%.

e Increased construction activity.

e Increase in Charges for Services, up 2% from last year as the economy improved.

Government-wide Statements

Table 1, Government-wide City Totals, summarizes the Government-wide financial activity for this past year.

Table 1
Government-wide City Totals
(in millions)

FY 16-17 FY 15-16 Increase (Decrease)
$ %
Assets 983.6 $ 919.1 64.5 7.0%
Deferred Outflows of Resources 37.7 22.8 14.9 65.3%
Liabilities 272.7 251.2 215 8.5%
Deferred Inflows of Resources 14.0 20.8 (6.8) -32.6%
Net Position 734.6 669.6 65.0 9.7%
Revenues 219.6 196.1 235 11.9%
Expenses 154.6 147.7 6.9 4.7%

e The City’s Total Assets increased by $64.5 million (7%) during the current fiscal year mainly due to
increases in cash and investments of $5.9 million, accounts receivable of $2.5 million, taxes receivable of
$0.5 million, notes and loans receivable of $2.7 million, and capital assets of $53.8 million. Decreases in
Total Assets included reductions in inventory of $0.4 million, grants due of $0.5 million, and prepaids and
deposits of $0.1. The inventory consists of walnuts and pecans harvested yet not sold. The capital asset
changes of $53.8 million include additions, deletions, and depreciation of $0.7 million in land, $0.7 million
in vehicles and equipment, $47.1 million in construction in progress for the Wastewater Plant upgrade
project, the VECC project, Mineral King Trunkline, and various other projects, $8.7 million in
infrastructure, as well as a decrease of $3.5 million in improvements due to depreciation.

e The City’s Deferred Outflows of Resources increased by $14.9 million (65.3%) due to annual adjustments
for GASB 68 recording of deferred pensions. The increase is largely due to projected investment earnings
by CalPERS not coming in as expected.

e The City’s Liabilities increased by $21.5 million (8.5%) during the current fiscal year. This was mainly due
to an increase in the Net Pension Liability of $23.4 million, the addition of $7.8 million in new debt in the
Wastewater Fund for the funding of the wastewater treatment plant upgrade and decreases to payables
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of $5.4 million, advances from grantors and third parties of $2.7 million and scheduled debt service
payments of $3.7 million.

e The City’s Deferred Inflows of Resources decreased by $6.8 million because of annual adjustments by
CalPers for GASB 68 recording of deferred pensions. The decrease is mainly due to amounts being
recognized by CalPers for investment earnings greater than projected from prior fiscal years.

e The City’s Total Net Position (assets and deferred outflows of resources exceeding its liabilities and
deferred inflows of resources) were $734.6 million as of June 30, 2017.

e The City’s Total Revenues, including program and general revenues, were $219.6 million for fiscal year
2016-17, an increase of $23.5 million (11.9%) from last year, while total City expenses were $154.6
million, an increase of $6.9 million (4.7%) from last year. The revenue increase is due to increases in tax
revenue of $4.2 million, charges for services of $1.1 million, grants and contributions of $18.4 million,
investment earnings of $0.4 million with decreases in miscellaneous revenue of $0.6 million. The increase
in expenses is due to increases in maintenance and operations costs in the Business-type activities and
increases in salaries and benefits in both Governmental and Business-type activities.

e Revenues can be divided between Program Revenues related to work activities and General or Tax
Revenues. For fiscal year 2016-17, Program Revenues were $137.6 million (revenues derived from
specific activities) and General Revenues (e.g., taxes and investment earnings) were $82.0 million. These
same revenues can be classified as either Governmental activity revenues or Business-type activity
revenues. For fiscal year 2016-17, Governmental activity revenues and Business-type activity revenues
were $112.8 million (51.4%) and $106.8 million (48.6%), respectively.

e Expenses for governmental activities and for business-type activities were $82.7 million (a 1.3% increase
from last year) and $71.9 million (a 8.2% increase from last year), respectively.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
(FINANCIAL ACTIVITIES OF THE CITY AS A WHOLE)

Analysis of Governmental Net Position

The City’s governmental assets are shown in Table 2, Governmental Net Position. These assets exceeded its
liabilities by $387.0 million. The largest portion of the net position, $312.2 million (80.7%), is Net Investment in
Capital Assets (net of debt to acquire those assets). The remaining portions of the City’s net position are: $57.0
million (14.7%) represents resources that are subject to restrictions and the remaining $17.8 million (4.6%) being
unrestricted.
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Table 2
Governmental Net Position
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
3 %
Assets
Cash and Investments $ 106.4 $ 103.3 $ 3.1 3.0%
Current and Other Assets 56.4 53.8 2.6 4.8%
Adv. To Other Funds & Internal Balances 4.4 4.4 (0.0) 0.0%
Capital Assets, Net of Accum. Deprec. 326.0 303.2 22.8 7.5%
Total Assets 493.2 464.7 285 6.1%
Deferred Outflows of Resources
Deferred Pensions 29.9 184 115 62.5%
Total Deferred Outflows of Resources 29.9 18.4 115 62.5%
Liabilities
Other Liabilities 155 16.4 (0.9) -5.4%
Long-Term Obligations 109.8 93.6 16.2 17.3%
Total Liabilities 125.3 110.0 15.3 13.9%
Deferred Inflows of Resources
Deferred Pensions 10.7 15.9 (5.2) -32.7%
Unamortized Gain on Refunding of Debt 0.1 0.1 (0.0) 0.0%
Total Deferred Inflows of Resources 10.8 16.0 (5.2) -32.5%
Net Position
Net Investmentin Capital Assets 312.2 288.0 24.2 8.4%
Restricted 57.0 56.4 0.6 1.1%
Unrestricted 17.8 12.7 51 40.2%
Total Net Position $ 387.0 $ 357.1 $ 299 8.4%

e Cash and Investments of $106.4 million increased $3.1 million from last year mainly due to an increase in
sales tax revenue.

e Capital Assets, Net of Accumulated Depreciation totaling $326.0 million are categorized in Table 8, Capital
Assets, Net of Accumulated Depreciation. This amount increased by $22.8 million over last year as
capital projects were constructed or in progress.

e Long-Term Obligations totaling $109.8 million is comprised of Net Pension Liability, Certificates of
Participation, government loans, and compensated absences. There were $1.3 million in long term
debt payments made by the City during the year. Net pension liability adjustments increased by $17.6
million. See the accompanying Notes to Basic Financial Statements, Note 7 — Long-Term Debt and Note
10 — Employee Benefits for further detail.

e Net Position — Net Investment in Capital Assets of $312.2 million represents the City’s capital assets less
accumulated depreciation and any debt used to finance its construction or purchase.

e Restricted Net Position of $57.0 million is primarily found in Capital Projects funds which have been
restricted for related capital projects.

e Unrestricted Net Position of $17.8 million is the remaining part of the assets. Of this amount, $53.8 is the
General Fund’s net position. Of the General Fund’s portion, all but $9.6 million is either nonspendable
(51.3 million), restricted ($1.2 million), committed ($19.8 million) or assigned as advances and
budgeted projects (521.9 million). Additional information on the General Fund’s Fund Balance can be
found in the following Statistical Section.

e ————————————————
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Analysis of Changes in Governmental Net Position

Governmental activities are summarized on Table 3, Changes in Governmental Net Position, showing that during
fiscal year 2016-17 the City’s net position increased by $30.1 million.

Table 3
Changes in Governmental Net Position
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
3 %
REVENUES
Program Revenues:
Charges for Services $ 211 $ 20.3 $ 0.8 4%
Operating Grants & Contributions 31 3.7 (0.6) -16%
Capital Grants & Contributions 14.7 9.6 51 53%
General Revenues:
Taxes
Sales* 446 39.7 4.9 12%
Triple Flip Clean-Up (one-time money)* - 1.9 (1.9) -100%
Property* 22.4 213 11 5%
Other 7.8 7.7 0.1 1%
Investment Earnings 11 0.7 04 57%
Miscellaneous 1.9 2.6 (0.7) -27%
Total Revenues 116.7 107.5 9.2 9%
EXPENSES
General Government 3.7 4.3 (0.6) -14%
Community Development 35 4.8 (1.3) -27%
Police 34.7 31.2 35 11%
Fire 16.9 15.3 1.6 10%
Public Works 19.3 245 (5.2) -21%
Parks & Recreation 4.0 0.8 32 400%
Intereston Long-Term Debt 0.6 0.7 (0.1) -14%
Total Expenses 82.7 81.6 1.1 1%
Increase (Decrease) in Net Position
Before Transfers 34.0 259 8.1 31%
Transfers (3.9) (4.1) 0.2 -6%
Total Transfers 3.9) (4.1) 0.2 -6%
Increase (Decrease) in Net Position 30.1 218 8.3 38%
Net Position at Beg. of Year, as Restated 356.9 335.3 21.6 6%
Net Position at End of Year $ 387.0 $ 357.1 29.9 8%

* For comparison purposes, FY 15/16 revenue figures have been reclassed. The annual triple flip
money has been reclassed from property tax to sales tax as the triple flip program was ended by
the State mid FY15/16. The triple flip clean up money of $1.9 million is separate from the annual
payment and was a one -time true up payment to end the program.

Total Revenues of $116.7 million, increased by $9.2 million (9%) and total governmental expenses of $82.7 million,
increased by $1.1 million (1%) when compared to last year. The most significant revenue changes were the
increases in sales taxes of $4.9 million and $5.1 million in capital grants and contributions. The change in
expenditures was mainly due to increases in Fire of $1.6 million, Police of $3.5 million, and Parks & Recreation of
$3.2 million, with decreases in Public Works of $5.2 million, and Community Development of $1.3 million. The
large decrease in Public Works expenditures and increase in Parks & Recreation expenditures was the result of last
year’s transfer of the Building Maintenance and Parks divisions to Public Works from Parks & Recreation in
addition to last year’s GASB 68 pension adjustment.

PROGRAM REVENUES
Charges for Services

These charges increased $0.8 million or 4% as compared to the prior year. The increase was mainly
due to increased impact fee revenue and engineering services due to increased building activity.

Grants (Operating & Capital) & Contributions

The combined income from operating and capital grants and contributions increased this year, up
from last year by $4.5 million, for a total of $17.8 million for fiscal year 2016-17.

e ———————————————
9



Management Discussion and Analysis

City of Visalia — Comprehensive Annual Financial Report For Year Ended June 30, 2017

GENERAL REVENUES

e Sales Tax - Sales tax increased $4.9 million from last year mainly due to the implementation of Measure
N, a voter approved sales tax override approved by the citizens of Visalia in November 2016, which
began April 1, 2017. Sales tax collected for Measure N for fiscal year 2016-17 totaled $3 million. The
City also saw growth in general sales tax of 4%, or $1.3 million, while Measure T sales tax revenues saw
growth of $0.3 million. Both increases were due to the continued improvement of the economy.
Measure R Regional sales tax revenues had an increase of $0.2 million, while Measure R Local sales tax
revenues had a slight decrease of $0.1 million as funding for projects in those funds were received.
Measure R is a voter approved sales tax override for regional, local, transit, bike and pedestrian
projects. The current year overall sales tax total is $44.6 million.

e Property Taxes - Property tax revenues increased $1.1 million (5%) over last year currently totaling
$22.4 million.

¢ Investment Earnings - Investment earnings increased $0.4 million over last year mainly due to interest
rates on allowable investments increasing as the economy continues to improve.

EXPENSES

e General Government — There were $3.7 million in expenses, a decrease of $0.6 million as compared to
last year which was mainly due to the last years GASB 68 pension adjustment of $0.6 million, offset by
increases in salaries and benefits and lower capital related projects.

o Community Development - There were $3.5 million in expenses, a decrease of $1.3 (27%) as compared
to last year which was mainly due to a decrease in the HOME program of $2.3 million and an increase
GASB 68 pension adjustment of $1.0 million.

e Police - There were $34.7 million in expenses, an increase of $3.5 million (11%) as compared to last year
which was mainly due to increases in salaries and benefits as a result of wage increases and last year’s
GASB 68 pension adjustment which reduced expenses reported for last year.

e Fire - There were $16.9 million in expenses, an increase of $1.6 million (10%) to increases in salaries and
benefits as a result of wage increases and last year’s GASB 68 pension adjustment which reduced
expenses reported for last year.

® Public Works - There were $19.3 million in expenses, a decrease of $5.2 million (21%) mainly due the
last years GASB 68 pension adjustment as the buildings maintenance and parks divisions were
transferred to public works, as well as decreases in capital related projects, offset by an increase in
salaries and benefits as a result of wage increases.

® Parks and Recreation - There were $4.0 million in expenses, an increase in $3.2 million (400%) mainly
due to the last years GASB 68 pension adjustment as the buildings maintenance and parks divisions
were transferred to public works, offset by an increase in salaries and benefits as a result of wage
increases.

e Interest on Long-Term Debt - There was $0.6 million in interest expense for fiscal year 2016-17.
Principal payments were made on Certificates of Participation and bank notes. The 2014 COP has a
maturity date of 2025 and the 2015 COP has a maturity date of 2029. As the City approaches the
maturity, the annual debt service goes towards interest less and more towards the principal.

10
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[
Analysis of Business-Type Net Position

The City’s business-type net position, shown in Table 4, Business-Type Net Position, exceeded liabilities by $347.6
million. The largest portion of the net position, Net Investment in Capital Assets, is $266.9 million (76.8%). $16.7
million (4.8%) represents resources that are subject to restrictions. The remaining balance of $64.0 million (18.4%)
represents unrestricted net position.

Table 4
Business-Type Net Position
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
3 %
Assets
Cash and Investments $ 91.7 $ 88.9 $ 2.8 3%
Current and Other Assets 28.8 26.4 2.4 9%
Internal Balances 4.4) (4.4) - 0%
Capital Assets 374.4 3434 31.0 9%
Total Assets 490.5 4543 36.2 8%
Deferred Outflows of Resources
Deferred Pensions 7.7 4.4 3.3 75%
Total Deferred Outflows of Resources 7.7 4.4 3.3 75%
Liabilities
Other Liabilities 12.1 18.4 (6.3) -34%
Long-Term Debt Outstanding 135.2 122.8 124 10%
Total Liabilities 147.3 141.2 6.1 4%
Deferred Inflows of Resources
Deferred Pensions 2.8 4.1 1.3) -32%
Unamortized Gain on Refunding of Debt 0.5 0.6 (0.1) -17%
Total Deferred Inflows of Resources 3.3 4.7 (1.4) -30%
Net Position
Net Investmentin Capital Assets 266.9 243.0 239 9.8%
Restricted 16.7 45.2 (28.5) -63%
Unrestricted 64.0 24.6 39.4 160%
Total Net Position ~ $ 347.6 $ 312.8 $ 348 11%

e Cash and Investments increased $2.8 million (3%), as these funds are accumulating cash for capital
projects. Increases included funds in Solid Waste for $3.9 million, in Wastewater for $2.0 million, and in
Building Safety for $1.3 million and a decrease in Transit for $4.2 million.

e Capital Assets totaling $374.4 million increased by $31.0 million (9%) mainly due to an increase in
construction in progress for the treatment plant upgrade of $31.9 million. Buildings showed an increase
of $2.0 million due to the addition of Transit’s CNG Facility expansion. Land acquisitions of $0.8 million
include additions in Solid Waste of $0.4 million and Transit of $0.4 million. Machinery, Equipment and
Vebhicles increased $3.2 million mainly due to Transit purchasing five new buses for $2.8 million, and eight
used buses for $.14 million which were purchased from the City of Merced, and also due to Golf
purchasing mowers and equipment for $0.2 million. There were increases in infrastructure of $1.7 million
as Storm Sewer added $1.0 million and Wastewater increased by $.7 million. Accumulated depreciation
increased by $8.8 million. See Table 8, Capital Assets, Net of Accumulated Depreciation below for
additional detail.

e Long-Term Debt totaling $135.2 million is composed of Net Pension Liability, Certificates of Participation,
Capital Lease, Clean Water State Revolving Fund Loan, and Compensated absences. Regularly scheduled
payments of $1.1 million coupled with additions to the clean water state revolving fund loan of $7.7
million and adjustments to the Net Pension Liability of $5.9 million increased the long term debt by $12.4
million. See the accompanying Notes to Basic Financial Statements, Note 7- Long-Term Debt, and Note 10
Employee Benefits for further detail.

e —————————————————
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e Net Position — Net Investment in Capital Assets totaling $266.9 million (9.8.% increase) represents capital
assets less accumulated depreciation and net of any debt used to finance its construction or purchase.

e Restricted Net Position of $16.7 million is primarily found in Capital Projects funds which have been
restricted for related capital projects and debt service reserves.

e Unrestricted Net Position of $64.0 million experienced an increase of $39.4 million. Unrestricted Net
Position is normally the part of net position that can be used to finance day-to-day operations without
constraints established by debt covenants or other legal requirements. The majority of the increase can
be traced to the Wastewater fund along with the Solid Waste, and Transit funds.

Analysis of Changes in Business-Type Net Position

Table 5, Changes in Business-Type Net Position shows the results of the City’s businesses for the last two fiscal
years. The City’s Business-type activities during fiscal year 2016-17 increased the City’s net position by $34.9
million (11%). Total Business-type revenues of $102.8 million increased by $14.1 million (16%) when compared to
last year. Total Business-type expenses totaled $71.8 million, an increase of $5.8 million (9%) as compared to last

year.
Table 5
Changes in Business-Type Net Position
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
3 %
REVENUES
Program Revenues:

Charges for Services $ 63.4 $ 63.1 $ 0.3 0%
Operating Grants & Contributions 14.0 4.2 9.8 233%
Capital Grants & Contributions 21.2 174 3.8 22%
Investment Earnings 0.7 0.6 0.1 17%
Miscellaneous 35 34 0.1 3%
Total Revenues 102.8 88.7 14.1 16%

EXPENSES
Convention Center 55 5.8 0.3) -5%
Airport 2.0 2.2 (0.2) -9%
Golf Course 2.4 25 (0.1) -4%
Wastewater 21.7 18.1 3.6 20%
Storm Sewer 2.2 18 0.4 22%
Solid Waste 17.4 16.3 1.1 7%
Transit 147 14.8 (0.1) -1%
Baseball 0.3 0.3 - 0%
Animal Control 25 1.9 0.6 32%
Building Safety 3.1 2.3 0.8 35%
Total Expenses 718 66.0 5.8 9%

Increase in Net Position

Before Transfers 31.0 227 8.3 36%
Transfers 3.9 4.1 0.2) -5%
Increase in Net Position 34.9 26.8 8.1 30%
Net Position at Beg. of Year, as restated 312.7 286.0 26.7 9%
Net Position at End of Year $ 3476 $ 3128 $ 348 11%
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Revenues

e Charges for Services — These revenues were up collectively by $0.3 million mainly as a result of increased
activity in Solid Waste of $1.0 million and Wastewater of $0.8 million, and decreased activity in Transit of
$1.0 million (CNG Sales/Federal Rebates), Airport of $0.2 million (Fuel Sales), Building Safety of $0.1
million (Construction Permits), and Convention Center of $0.1 million.

e Operating and Capital Grants and Contributions — The combined revenue from operating and capital
grants & contributions increased this year $13.6 million mainly due to capital grant increases for Transit of
$11.4 million, Wastewater of $6.3 million, and a reduction in Storm Sewer Maintenance of $2.2 million,
Solid Waste of $1.4 million, and Animal Control of $.4 million.

Expenses

e Convention Center — There were $5.5 million in expenses, a decrease of $0.3 million (-5%) mainly due to
decreased expenses for Valdivia events of 138K due to fewer events being held, allocations and services
provided of $76K, depreciation of $76K, and capital expenses of $S20K, offset by higher Interest expenses
of 29K.

e Airport — There were $2.0 million in expenses, a decrease of $0.2 million (-9%) mainly due to lower
expenses in aviation fuel of $109K due to no longer having an airline, advertising of $10K,
training/conferences of $10K, supplies of $23K, professional services of $27K, salaries and wages of $35K
due to pension and compensated absences annual adjustments, and capital expenses of $10K.

o Golf Course — There were $2.4 million in expenses, a slight decrease of $0.1 million (-4%) this year mainly
due to a decrease in depreciation of $124K, offset by higher capital expenses of $21K.

e Wastewater — There were $21.7 million in expenses, an increase of $3.6 million (20%) mainly due to
capital expenses of $3.5 million.

e Storm Sewer Maintenance — There were $2.2 million in expenses, an increase of $0.4 million (22%)
mainly due to an increase in salaries and benefits of $0.2 million, maintenance and operations costs for
allocated expenses and services provided of $0.1 million and capital expenses of $0.1 million.

e Solid Waste — There were $17.4 million in expenses, an increase of $1.1 million (7%) mainly due to an
increase in operating and maintenance costs in services provided of $0.6 million, landfill dump charges of
$0.1 million, compost fees of $0.1 million, salaries and benefits of $0.6 million, and decreases in bad debts
of $0.2 million, depreciation expense of $0.1 million and capital expenses of $0.2 million.

e Transit — There were $14.7 million in expenses, a slight decrease of $0.1 million (-1%) mainly due to
increases in bus services of $0.4 million, and depreciation of $0.1 million, offset by lower capital expenses
of $0.5 million and salaries and benefits of $0.1 million.

e Baseball — There were $0.3 million in expenses reflecting no change from the prior year.
e Animal Control — There were $2.5 million in expenses, an increase of $0.6 million (32%) mainly due to
increases in salaries and benefits of $1.0 million as a result of the City taking full control of Animal Control

services, offset by a decrease in maintenance and operations costs for no longer having the contract for
animal services of $0.4 million.
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e Building Safety — There were $3.1 million in expenses, an increase of $0.8 million (35%) mainly due to
additional positions and wage and benefit increases $225K, professional services $32K, computer
software support $59K, and capital expenses for the Front Counter $455K.

FUND FINANCIAL ANALYSIS

Governmental Funds are reported on a modified accrual basis of accounting in the fund statements, essentially
eliminating the effects of capital assets and related debt. Table 6, Balance Sheet — Governmental Funds shows the
last two fiscal years’ results.

Table 6
Balance Sheet - Governmental Funds
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
$ %
Assets
Cash and Investments $ 838 $ 82.8 1.0 1%
Other Assets 51.4 50.2 1.2 2%
Intergovernmental Balances 9.4 8.9 0.5 6%
Total Assets 144.6 141.9 2.7 2%
Liabilities
Advances From Grantors and Third Parties 0.5 0.6 -0.1 -17%
Advances From Other Funds 3.7 3.7 0.0 0%
Other Liabilities 8.7 11.0 -2.3 -21%
Total Liabilities 12.9 15.3 -2.4 -16%
Deferred Inflows of Resources
Unavailable Revenue 20.9 18.3 2.6 14%
Total Deferred Inflows of Resources 20.9 18.3 2.6 14%
Fund Balances
Nonspendable 14 0.4 1.0 250%
Restricted 52.7 50.9 1.8 4%
Committed 29.4 36.8 -7.4 -20%
Assigned 23.1 20.0 3.1 16%
Unassigned 4.2 0.2 4.0 2000%
Total Fund Balances $ 110.8 $ 108.3 2.5 2%

Assets — The composition of assets changed by $2.7 million during the year with increases in cash, other assets
and intergovernmental balances. Cash increased $1.0 million mainly due to a reduction in receivables of $1.3
million. Other assets increased $1.2 million mainly as the result of an increase in notes and loan receivables of
$2.7 million with decreases in all other receivables of $1.3 million. Intergovernmental balances increased $0.5
million as a result of increases in advances to other funds of $0.8 million and a decrease in amounts due from
other governmental agencies of $0.5 million.

Liabilities — Liabilities have decreased $2.4 million mainly due to a decrease in other liabilities of $2.3 million as
there were decreases in accounts payable of $1.7 million, developer reimbursements of $0.4 million, and in
unearned revenue $0.2 million (nut inventory).

Deferred Inflows of Resources — Deferred Inflows of Resources increased $2.6 million due to an increase in
Notes and Loans Receivable.

Fund Balance - By June 30, 2017, the City’s Governmental Funds had a total fund balance of $110.8 million, an
increase of $2.5 million from the prior fiscal year, which was a combination of increases and decreases in
various funds which are discussed below.

Table 7, Statement of Revenues & Expenditures — Governmental Funds shows the results of the last two fiscal
years’ activities.

e —————————————————
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Table 7
Statement of Revenues & Expenditures - Governmental Funds
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
$ %
Revenues $ 1113 $ 1051 $ 6.2 6%
Expenditures 106.2 101.5 4.7 5%
Excess (Deficiency) of Revenues
Over (Under) Expenditures 5.1 3.6 15 42%
Other Sources & (Uses) (2.5) 10.4 (12.9) -124%
Net Change $ 26 $ 140 $ (11.4) -82%

Governmental Funds

By June 30, 2017, the City’s Governmental Funds had a total fund balance of $110.8 million, an increase of $2.5
million from the prior fiscal year, which was a combination of increases and decreases in various funds and prior
period adjustments, all of which are discussed below

Revenues increased $6.2 million from the prior year with most of the increase coming from sales tax of $4.9 million
which includes the new Measure N sales tax of $3.0 for the last fiscal quarter of the year. The City saw growth in
general sales tax of 4% or $1.3 million, while Measure T sales tax revenues saw growth of $.3 million as the
economy continued to improve. Measure R Regional sales tax revenues had an increase of $.2 million, while
Measure R Local sales tax revenues had a slight decrease of $0.1 million as funding for projects in those funds were
received. Property tax revenue saw an increase of $1.1 million. Other increases in revenues included subventions
and grants of $0.8 million, charges for current services $0.8 million, uses of money and property $0.3 million and
miscellaneous $0.1 million. Decreases in revenues included $1.9 million in one-time clean up money received last
year as the State had ended the triple flip. Expenditures were up by $4.7 million mainly due to an increase in
capital related projects.

Other Financing Sources and Uses in the governmental funds had a $12.9 million decrease in sources as issuance of
debt was $13.9 million for the prior year, however, transfers out exceeded transfers in again this fiscal year.

ANALYSIS OF MAJOR GOVERNMENTAL FUNDS
General Fund - The General Fund saw a change in fund balance with an increase of $1.8 million.

The General Fund saw an overall increase in revenues of $1.8 million as compared to last year. The increases
included combined changes in Sales and Property tax of $0.5 million mainly due to the triple flip ending in the
previous year, subventions and grants of $0.7 million, charges for current services of $0.3 million, miscellaneous
revenue of $0.1 million, uses of money and property of $0.4 million and other taxes of $0.1 million, and a
reduction to fees and fines of $0.3 million.

The largest transfer out from the General Fund is to the Convention Center Fund totaling $1.9 million. This
transfer is for operations ($0.8 million), and debt payment ($1.1 million).

Community Development - This fund accounts for the Community Development Block Grants (CDBG), Home
Investment Partnership Program (HOME) and Neighborhood Stabilization Program (NSP) Grant funds. Also
included are the Substandard Housing and Vehicle Abatement funds. The fund’s assets include $11.8 million in
notes and loans receivable. All loans are fully offset by deferred inflows of resources as the loans are not expected
to be repaid within the next year. The notes and loans receivable are for housing assistance through the various
grant programs as well as past rental rehabilitation loans. Community Development’s revenues exceeded

e —————————————————
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expenditures by $0.4 million for the year, mainly due to a decrease in capital projects of $0.4 million. The net
change in fund balance decreased $0.1 million from last fiscal year to $1.6 million.

Housing Successor Agency - The Housing Successor Agency Fund is used to retain the housing assets and functions
previously performed by the dissolved Redevelopment Agency of the City of Visalia. Revenues exceeded
expenditures by $18 thousand for the year. For the year, fund balance increased $18 thousand from last fiscal
year staying at $2.7 million.

Transportation — The Transportation Fund is used to account for the financing and construction of new streets,
roads, and various new transportation infrastructure and facilities. Funding is provided by Transportation Impact
Fees. The Transportation Fund’s Fund Balance increased $1.2 million to $2.2 million as a result of increased
revenue due to increased building activity.

All Other Governmental Funds - These funds (referred to as Non-Major Funds) are not presented separately in the
Basic Financial Statements, but are individually presented in Supplementary Information. Combined they received
$33.1 million in revenue and have a combined Fund Balance at year-end of $50.4 million.

ANALYSIS OF MAJOR PROPRIETARY FUNDS

Business-Type Funds

By June 30, 2017, the City’s Proprietary Funds combined net position totaled $348.9 million, an increase of $34.9
million from the prior fiscal year, which was a combination of increases and decreases in various funds and a prior
period adjustments of $0.1 million.

Enterprise revenues were $63.5 million this year, an increase of $0.4 million from last year with most of the
increased activity in Solid Waste of $1.0 million and Wastewater of $0.8 million, and decreased activity in Transit of
$1.0 million (CNG Sales/Federal Rebates from prior years), Airport of $0.2 million (Fuel Sales), Building Safety of
$0.1 million (Construction Permits), and Convention Center of $0.1 million. Operating expenses were $61.7 million
this year, an increase of $2.2 million from last year.

Convention Center - Operating revenues decreased by $0.1 million. Operating expenses decreased $0.3 million
mainly due to decreased expenses for Valdivia events of $0.1 million due to fewer events being held, allocations
and services provided of $0.1 million, and depreciation of $0.1 million.

Airport - Operating revenues decreased by $0.2 million. There were $2.0 million in expenses, a decrease of $0.2
million mainly due to lower expenses in aviation fuel of $109K due to no longer having an airline, advertising of
$10K, training/conferences of $10K, supplies of $23K, and professional services of $27K.

Valley Oaks Golf Course - Operating revenues were slightly down as compared to last year decreasing $33K.
Operating expenditures were down slightly due to a decrease in depreciation of $124K.

Wastewater - Operating revenues increased $0.8 million mainly due to an increase in residential fees of $243K,
services provided reimbursement of $143K, trunkline fees of $100K, front footage fees of $86K, mobile home fees
of $75K, and connection fees of $68K. Operating expense had a slight increase of $26K due to maintenance and
operational costs including a decrease to allocations and services provided of $135K, bad debt expense of $203K,
landfill dump charges of $146K, Chemical expenses of $82K, equipment supply and maintenance repair of $126K,
harvesting costs of $114K, and increases in utilities of $296K, depreciation of $355K and salaries and benefits of
$220K as a result of wage increases.

Storm Sewer Maintenance - Operating revenues had a slight decrease of $36K. Operating expenses had an
increase of $0.3 million mainly due to an increase in salaries and benefits due to wage and benefit increase of $0.2
million, and maintenance and operations costs for allocated expenses and services provided of $0.1 million.

e ———————————————
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Solid Waste - Operating revenues increased $1.0 million mainly due to increases in services provided revenue of
$0.7 million, 30 yard temp bins of $0.2 million and recycling fee revenue of $0.1 million. Operation expenses
increased this year by $1.1 million mainly due to increases in operating and maintenance costs in services provided
of $0.6 million, landfill dump charges of $0.1 million, compost fees of $0.1 million, salaries and benefits of $0.6
million, and decreases in bad debts of $0.2 million, depreciation expense of $0.1 million, and capital expenses of
$0.2 million.

Transit - Operating revenues decreased $1.0 million mainly due to prior year receipts of IRS CNG rebates as a result
of the timing of the rebate and a change in the reimbursement process from an annual reimbursement to a
quarterly reimbursement of $1.4 million. Decreases were also seen in allocation and services provided of $0.1
million and advertising sales of $25K. Increases were seen in ticket sales of $145K, Seki shuttle of $100K, carbon
credits of $234K and facility rentals of $53K. Operating expenses increased $0.4 million mainly due to an increase
in contracted bus services of $0.4 million, Vanpool of $0.2 million, advertising of $0.1 million and CNG fuel of $0.2
million, offset by lower contract equipment repairs of $0.3 million, multi marketing professional services of $0.1
million, and salaries and benefits of $0.1 million due to wage increases and vacancies.

Building Safety — Operating revenues decreased by $0.1 million due to a decrease in multi-family units compared
to prior years activity. Operating expenses increased due to additional positions and wage and benefit increases of
$225K, professional services of $32K, and computer software support of $59K.

Animal Control — Operating revenues had a slight increase of S57K. Operating expenses increased $0.6 million
mainly due to an increase in salaries and benefits of $1.0 million as a result of the City taking full control of Animal
Control services. Decreases also occurred in maintenance and operations costs for no longer having the contract
for animal services of $0.4 million.

Baseball — Operating revenues were $51,278 and expenses remained constant as compared to last year.

GENERAL FUND BUDGETARY HIGHLIGHTS

General Fund - Original and Final Budget Comparison

The City’s final General Fund budget differs from the original budget due to carry-forward appropriations for
capital projects and supplemental appropriations approved during the Mid-Year and Mid-Cycle budget reviews.

Budgeted total revenues increased slightly by S37K, to a final budgeted amount of $66.5 million, mainly due to
additional federal, state and county grant funding secured by the City.

Budgeted total expenditures increased by $13.6 million to a final budgeted amount of $75.0 million, mainly due to
an increase of $13.6 million in Capital Outlay (Projects).

General Fund - Final Budget and Actual Comparison

Total revenues were $5.4 million higher than the final budgeted amount, as detailed below:
Sales Tax — was $1.1 million more than budgeted as the economy improved more than anticipated and
the ending of the triple flip.

Property Tax —was $1.2 million more than budgeted as valuation increased more than anticipated.

Transient Occupancy Tax — was $0.2 million more than budgeted as the economy improved more than
anticipated and revenue owed for prior years had been collected.

Subventions and Grants — was $1.7 million more than budgeted due to the City securing additional funds.

e —————————————————
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Local Ordinance Violations — was $0.2 million more than budgeted as violations increased more than
anticipated.

Interest Earned — was $0.3 million more than budgeted as interest earned was more than anticipated due
to a slightly higher interest earnings rate.

Engineering and Subdivision Services — was $0.4 million more than budgeted as these specialized services
were higher than anticipated for the year due to increased building activity.

Special Public Safety Services — was $0.2 million more than budgeted as these specialized services were
higher than anticipated for the year.

Recreation Programs — was $0.1 million more than budgeted due to increased participation in the City’s
recreation programs.

Other Revenue — was $0.7 million more than budgeted mainly due to $0.4 million in walnut and pecan
money received from nut orchards not budgeted and increased subrogation recovery of $0.1 million and
$0.2 million in miscellaneous other items.

Total expenditures were $3.3 million less than budget. This difference was mainly due to vacancies.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The City’s capital assets for its Governmental and Business-Type activities as of June 30, 2017 totaled $700.4
million (net of accumulated depreciation), as shown in Table 8, Capital Assets, Net of Accumulated Depreciation.
For Government-wide Financial Statements, capital asset purchases for governmental activities are capitalized and
depreciated. In contrast, in the Fund Financial Statements capital asset purchases for governmental activities are
recorded as expenditures. Additional information about the City’s capital assets can be found in the Notes to
Financial Statements, Note 6 — Capital Assets.

Table 8
Capital Assets, Net of Accumulated Depreciation
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
$ %
Governmental Activities
Land $ 40.1 $ 40.2 $ (0.1) 0%
Buildings 344 35.2 (0.8) -2%
Improvements 42.4 43.9 (1.5) -3%
Equipment 14.0 125 15 12%
Infrastructure 117.4 108.9 8.5 8%
Construction in Progress 7.7 62.5 15.2 24%
Total 326.0 303.2 22.8 8%
Business-Type Activities

Land 27.1 26.3 0.8 3%
Buildings 38.0 37.1 0.9 2%
Improvements 323 343 (2.0) -6%
Equipment 21.3 221 (0.8) -4%
Infrastructure 100.9 100.7 0.2 0%
Construction in Progress 154.8 122.9 31.9 26%
Total $ 374.4 $ 3434 $ 310 9%

Total City-Wide $ 700.4 $ 646.6 $ 538 8%

e ———————————————
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[
Major capital asset events during the current fiscal year included the following:

Governmental
e  Construction of the Visalia Emergency Communication Center (VECC) continues.
e Addition of Streets.

Business-type
e  Wastewater Treatment Plant Upgrade continues.

Debt Administration

The City’s total long-term debt increased by $5.1 million (4%) during the fiscal year, as shown in Table 9,
Outstanding Debt. This was due to new debt being issued and payment of the City’s regularly scheduled debt
service payments. The Wastewater Fund entered into a Clean Water State Revolving Fund Loan in fiscal year 14-15
for its treatment plant upgrade and increased the loan by $7.7 million this fiscal year. See the accompanying Notes
to Basic Financial Statements, Note 7 — Long-Term Debt for further detail. The following summarizes the City’s
outstanding debt.

Table 9
Outstanding Debt
(in millions)
FY 16-17 FY 15-16 Increase (Decrease)
3 %
Governmental Activities
Certificates of Participation $ 12.8 $ 13.7 $ (0.9) -7%
Notes Payable 0.9 15 (0.6) -40%
Compensated Absences 4.9 4.8 0.1 3%
Total 18.6 20.0 (1.4) 7%
Business-Type Activities
Certificates of Participation 9.7 10.5 (0.8) -8%
Lease 5.1 55 (0.4) -6%
Notes Payable 92.7 85.0 7.7 9%
Compensated Absences 1.0 1.0 (0.0) 0%
Total $ 108.5 $ 102.0 $ 6.5 6%
Total City-Wide $ 127.1 $ 122.0 $ 5.1 4%

REQUEST FOR FINANCIAL INFORMATION

This financial report is designed to provide our citizens, customers, investors and creditors, with a general
overview of the City’s finances, and to demonstrate the City’s accountability for the money it receives and
expends. If you have questions about this report, or need any additional financial information, contact the City of
Visalia’s Finance Department at 707 W. Acequia Ave., Visalia, CA 93291.
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Statement of Net Position and Statement of Activities

City of Visalia — Comprehensive Annual Financial Report For Year Ended June 30, 2017

STATEMENT OF NET POSITION AND STATEMENT OF ACTIVITIES

The Statement of Net Position and the Statement of Activities are required by Governmental Accounting Standards
Board (GASB) Statement No. 34. Their purpose is to summarize the entire City’s financial activities and financial
position. They are prepared on the same basis of accounting as is used by most businesses, which means they
include all the City’s assets and all its liabilities, deferred inflows and outflows of resources, as well as all its
revenues and expenses. This is known as the full accrual basis of accounting — the effect of all the City’s
transactions is taken into account, regardless of whether or when cash changes hands, but all material internal
transactions between City funds have been eliminated.

The Statement of Net Position reports the difference between the City’s total assets and the City’s total liabilities,
including all the City’s capital assets and all its long-term debt. The Statement of Net Position presents information
similar to the old balance sheet format, but presents it in a way that focuses the reader on the composition of the
City’s net position, by subtracting total liabilities from total assets.

The Statement of Net Position summarizes the financial position of all of the City’s Governmental Activities in a
single column, and the financial position of all the City’s Business-type Activities in a single column; these columns
are followed by a total column that presents the financial position of the entire City.

The City’s Governmental Activities include the activities of its General Fund, along with all its Special Revenue,
Capital Projects and Debt Service Funds. Since the City’s Internal Service Funds service these Funds, their activities
are consolidated with Governmental Activities, after eliminating interfund transactions and balances. The City’s
Business-type Activities include all its Enterprise Fund activities.

The Statement of Activities reports increases and decreases in the City’s net position. It is also prepared on the full
accrual basis of accounting, which means it includes all the City’s revenues and all its expenses, regardless of when
cash changes hands. This differs from the modified accrual basis of accounting used in the Fund financial
statements, which reflect only current assets, current liabilities, available revenues and measurable expenditures.

The format of the Statement of Activities differs considerably from those used in the past. It presents the City’s
expenses first, listed by program, and follows these with the expenses of its business-type activities. Program
revenues — revenues which are generated directly by these programs — are then deducted from program expenses
to arrive at the net expense of each governmental and business-type program. The City’s general revenues are
then listed in the Governmental Activities or Business-type Activities column, as appropriate, and the Change in
Net Position is computed and reconciled with the Statement of Net Position.

Both these statements include the financial activities of the City and the Visalia Public Finance Authority, which is
legally separate but is a component unit of the City because it is controlled by the City, which is financially

accountable for the activities of this entity.

These financial statements, along with the fund financial statements and footnotes, are called Basic Financial
Statements; the term General Purpose Financial Statements is no longer used.
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CITY OF VISALIA
STATEMENT OF NET POSITION
JUNE 30, 2017

ASSETS

Cash and Investments (Note 3)

Restricted Cash and Investments (Note 3)

Accounts Receivable

Interest Receivable

Taxes Receivable

Notes and Loans Receivable (Note 5)

Supplies

Inventory (Note 11)

Internal Balances (Note 4D)

Due from Other Governmental Units

Land Held for Redevelopment (Note 1G)

Prepaids and Deposits

Capital Assets, Netof Accumulated Depreciation (Note 6):
Capital Assets Not Being Depreciated
Capital Assets Being Depreciated

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred Pensions (Note 10)

Total Deferred Outflows of Resources

LIABILITIES
Accounts, Interest, and Contracts Payable
Advances from Grantors and Third Parties
Customer Deposits
Unearned Revenue
Accrued Personnel Costs
Long-Term Obligations (Note 7):
Due Within One Year
Due in More Than One Year
Liability for Self-Insurance Claims (Note 11):
Due Within One Year
Due in More Than One Year
Net Pension Liability Due in More Than One Year (Note10)

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Pensions (Note 10)
Unamortized Gain on Refunding of Debt (Note 7)

Total Deferred Inflows of Resources

NET POSITION (Note 9)

Net Investment in Capital Assets

Restricted for:
Capital Projects
Debt Service
Waterways/Groundwater Projects
Landscape & Lighting Districts
Public Safety
Roadway Projects

Total Restricted Net Position
Unrestricted

Total Net Position

Governmental Business-Type

Activities Activities Total
102,595,021 $ 91,106,135 $193,701,156
3,861,251 551,412 4,412,663
6,709,131 7,235,524 13,944,655
460,041 - 460,041
13,956,967 6,748,644 20,705,611
31,003,286 14,107 31,017,393
827,980 98,078 926,058
222,078 28,895 250,973
4,395,638 (4,395,638) -
1,484,608 14,613,181 16,097,789
815,227 - 815,227
914,708 31,452 946,160
117,841,747 181,851,643 299,693,390
208,104,544 192,551,680 400,656,224
493,192,227 490,435,113 983,627,340
29,936,088 7,726,206 37,662,294
29,936,088 7,726,206 37,662,294
6,843,415 3,151,989 9,995,404
489,745 7,888,445 8,378,190
910,001 944,725 1,854,726
336,986 68,718 405,704
1,123,808 - 1,123,808
2,274,292 1,390,898 3,665,190
16,280,370 106,672,991 122,953,361
472,151 - 472,151
5,318,388 - 5,318,388
91,281,366 27,227,445 118,508,811
125,330,522 147,345,211 272,675,733
10,695,447 2,784,811 13,480,258
69,116 457,536 526,652
10,764,563 3,242,347 14,006,910
312,172,123 266,867,014 579,039,137
31,662,494 16,731,801 48,394,295
8,409 24 8,433
2,623,545 - 2,623,545
5,033,988 - 5,033,988
10,581,589 - 10,581,589
7,074,184 - 7,074,184
56,984,209 16,731,825 73,716,034
17,876,898 63,974,922 81,851,820
387,033,230 $ 347,573,761 $734,606,991

The accompanying notes are an integral part of these financial statements.
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CITY OF VISALIA
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2017

Program Revenues

Net (Expense) Revenue
and Changes in Net Position

Operating Capital Business-
Charges for Grants and Grants and Governmental Type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental Activities
General Government $ 3,652,691 $ 717,318  $ - 0% - 0% (2,935,373) $ - $ (2,935,373)
Community Development 3,570,040 2,122,107 2,233,871 - 785,938 - 785,938
Public Safety
Police 34,736,769 2,715,806 859,912 2,575,150 (28,585,901) - (28,585,901)
Fire 16,948,131 1,491,810 24,533 1,017,969 (14,413,819) - (14,413,819)
Public Works 19,269,768 10,735,710 - 11,041,487 2,507,429 - 2,507,429
Parks & Recreation 3,987,966 3,320,838 - - (667,128) - (667,128)
Interest on Long-Term Debt 561,007 - - - (561,007) - (561,007)
Total Governmental Activities 82,726,372 21,103,589 3,118,316 14,634,606 (43,869,861) - (43,869,861)
Business-Type Activities
Convention Center 5,524,824 3,482,580 - - - (2,042,244) (2,042,244)
Airport 1,998,987 1,709,910 - 98,800 - (190,277) (190,277)
Valley Oaks Golf 2,426,421 2,371,485 - - - (54,936) (54,936)
Wastew ater 21,643,283 25,633,882 - 15,129,925 - 19,120,524 19,120,524
Storm Sew er Maintenance 2,201,871 1,188,244 - 1,203,407 - 189,780 189,780
Solid Waste 17,422,052 19,831,362 25,207 4,830 - 2,439,347 2,439,347
Transit 14,725,583 4,969,300 14,022,299 4,751,385 - 9,017,401 9,017,401
Baseball 328,753 51,278 - - - (277,475) (277,475)
Animal Control 2,490,420 487,232 2,058 - - (2,001,130) (2,001,130)
Building Safety 3,103,132 3,741,021 - - - 637,889 637,889
Total Business-Type Activities 71,865,326 63,466,294 14,049,564 21,188,347 - 26,838,879 26,838,879
Total $ 154,591,698 $ 84,569,883 $ 17,167,880 $ 35,822,953 (43,869,861) 26,838,879 (17,030,982)
General Revenues
Taxes:
Sales Taxes 44,574,149 - 44,574,149
Property Taxes 22,428,703 - 22,428,703
Other Taxes 7,800,568 - 7,800,568
Investment Earnings 1,074,571 690,226 1,764,797
Gain from Sale of Capital Assets 2,575 2,575
Miscellaneous 1,943,840 3,477,848 5,421,688
Transfers (3,869,186) 3,869,186 -
Total General Revenues and Transfers 73,955,220 8,037,260 81,992,480
Change in Net Position 30,085,359 34,876,139 64,961,498
Net Position - Beginning of Year, As Restated (Note 14) 356,947,871 312,697,622 669,645,493
Net Position - End of Year $ 387,033,230 $347,573,761 $734,606,991

The accompanying notes are an integral part of these financial statements.
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Major Governmental Funds

City of Visalia — Comprehensive Annual Financial Report For Year Ended June 30, 2017

FUND FINANCIAL STATEMENTS

GASB Statement No. 34 revised the format of the Fund Financial Statements so that only individual major
funds are presented, while non-major funds are combined in a single column. Major funds are defined
generally as having significant activities or balances in the current year. No distinction is made between
fund types.

MAJOR GOVERNMENTAL FUNDS

The funds described below were determined to be Major Funds by the City in fiscal year 2016-17.
Individual non-major funds are presented in the Supplementary Information section.

GENERAL FUND

The General Fund is used to account for all the general revenues of the City not specifically levied or
collected for other City funds and their related expenditures. The General Fund accounts for all financial
resources of the City which are not accounted for in another fund.

COMMUNITY DEVELOPMENT FUND

The Community Development Fund is used to account for the affordable housing and public service needs
of the City’s low and moderate income households. Financing is provided by Community Development
Block Grants (CDBG), the Home Investment Partnership Program (HOME), Neighborhood Stabilization
Program (NSP) and fines charged for substandard housing and abandoned vehicle abatement. Also,
within the CDBG, HOME and NSP programs, when money that was previously loaned out is paid back, it
again becomes available for use in the rehabilitation and development programs.

HOUSING SUCCESSOR AGENCY FUND
The Housing Successor Agency Fund is used to retain the housing assets and functions previously
performed by the dissolved Redevelopment Agency of the City of Visalia.

TRANSPORTATION FUND

The Transportation Fund is used to account for the financing and construction of streets, roads, and
various transportation infrastructure and facilities. Funding is provided by Transportation Impact Fees.

27



GOVERNMENTAL FUNDS

ASSETS
Cash and Investments (Note 3)
Restricted Cash and Investments (Note 3)
Accounts Receivable
Interest Receivable
Taxes Receivable
Notes and Loans Receivable (Note 5)
Supplies
Inventory (Note 1I)
Due from Other Funds
Advances to Other Funds (Note 4)
Due from Other Governmental Units
Land Held for Redevelopment (Note 1G)
Prepaids and Deposits

Total Assets

LIABILITIES

Accounts, Interest & Contracts Payable
Due to Other Funds

Advances from Grantors and Third Parties
Advances from Other Funds (Note 4)
Customer Deposits

Unearned Revenue

Accrued Personnel Costs (Note 10)

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Tax
Unavailable Revenue - Business Tax
Unavailable Revenue - Impact Fees
Unavailable Revenue - Misc
Unavailable Revenue - Notes
Unavailable Revenue - Asset Forfeiture

Total Deferred Inflows of Resources

FUND BALANCES (Note 9)
Nonspendable

Restricted

Committed

Assigned

Unassigned

Total Fund Balances
Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

CITY OF VISALIA
BALANCE SHEET

JUNE 30, 2017

General
Fund

Community
Development

Housing
Successor
Agency

$ 27,058,171
1,192,993
869,639
460,041
8,574,694
12,804,376
18,409
174,601
1,745,450
6,178,969
536,292

68,344

$ 1,483,249

102

5,955
11,780,140

$ 679,855

5,880,304

815,227

$ 59,681,979

$ 13,449,555

$ 7,375,386

$ 753,995 $ 17,740 $ 2,999
- 11,374 -

489,745 - -
596,332 - -
289,509 - -
1,115,495 - -
3,245,076 29,114 2,999
985,744 - -
792,645 - -
544,918 - -
300,597 - -

- 11,780,141 4,637,798
2,623,904 11,780,141 4,637,798
1,346,066 - -
1,192,993 1,603,350 1,491,723
19,804,901 36,950 -
21,856,873 - 1,242,866
9,612,166 - -
53,812,999 1,640,300 2,734,589

$ 59,681,979

$ 13,449,555

$ 7,375,386

The accompanying notes are an integral part of these financial statements.
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ASSETS
Cash and Investments (Note 3)
Restricted Cash and Investments (Note 3)
Accounts Receivable
Interest Receivable
Taxes Receivable
Notes and Loans Receivable (Note 5)
Supplies
Inventory (Note 1l)
Due from Other Funds
Advances to Other Funds (Note 4)
Due from Other Governmental Units
Land Held for Redevelopment (Note 1G)
Prepaids and Deposits

Total Assets

LIABILITIES

Accounts, Interest & Contracts Payable
Due to Other Funds

Advances from Grantors and Third Parties
Advances from Other Funds (Note 4)
Customer Deposits

Unearned Revenue

Accrued Personnel Costs (Note 10)

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue - Property Tax
Unavailable Revenue - Business Tax
Unavailable Revenue - Impact Fees
Unavailable Revenue - Misc
Unavailable Revenue - Notes
Unavailable Revenue - Asset Forfeiture

Total Deferred Inflows of Resources

FUND BALANCES (Note 9)
Nonspendable

Restricted

Committed

Assigned

Unassigned

Total Fund Balances
Total Liabilities, Deferred Inflows of
Resources, and Fund Balances

The accompanying notes are an integral part of these financial statements.

All Other

Governmental

Transportation Funds Total
$ 4,245990 $ 48,019,434 $ 81,486,699
- 1,150,188 2,343,181
2,796,329 1,148,058 4,814,128
- - 460,041
- 5,376,318 13,956,967
52,553 485,913 31,003,286
- - 18,409
- 47,477 222,078
- - 1,745,450
- - 6,178,969
- 768,207 1,484,608
- - 815,227
- 11,601 79,945
$ 7,094,872 $ 57,007,196 $ 144,608,988
$ 4,010,593 $ 1,580,651 $ 6,365,978
- 570,578 581,952
- - 489,745
- 3,095,329 3,095,329
- 313,669 910,001
- 47,477 336,986
- - 1,115,495
4,010,593 5,607,704 12,895,486
- - 985,744
- - 792,645
911,652 538,820 1,995,390
- - 300,597
- 240,085 16,658,024
- 224,216 224,216
911,652 1,003,121 20,956,616
- 47,477 1,393,543
466,411 47,903,245 52,657,722
1,706,216 7,838,705 29,386,772
- - 23,099,739
- (5,393,056) 4,219,110
2,172,627 50,396,371 110,756,886
$ 7,094,872 $ 57,007,196 $ 144,608,988
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CITY OF VISALIA
RECONCILIATION OF GOVERNMENTAL FUNDS - FUND BALANCE
WITH GOVERNMENTAL NET POSITION
JUNE 30, 2017

Total Fund Balances - Governmental Funds

CAPITAL ASSET TRANSACTIONS:

Capital Assets: In governmental funds, only current assets are reported. In the
statement of net position, all assets are reported, including capital assets and

accumulated depreciation.

Capital Assets at Historical Cost: $422,705,391

Accumulated Depreciation: (110,653,781)

ALLOCATION OF INTERNAL SERVICE FUND NET POSITION

Internal service funds are used by management to charge the cost of certain activities,
such as insurance, fleet services, compensated absences, and information services,
to individual governmental and proprietary funds. The net current assets and current
liabilities of the internal service funds are included in governmental activities in

the statement of net position.

LONG-TERM LIABILITIES
Long-term Liabilities: In governmental funds, only current liabilities are reported. In
the statement of net position, all liabilities, including long-term liabilities, are reported.

Long-term liabilities relating to governmental activities consist of:

Certificates of Participation (12,834,535)

Notes Payable (936,748)

DEFERRED INFLOWS / (OUTFLOWS) OF RESOURCES

Deferred Inflows of Resources: In governmental funds, future payments for notes
receivable are treated as deferred inflows of resources. In government-wide statements,
future payments of notes receivable are recorded as an offset of notes receivable.

GASB 68 Pension ltems

Total Net Position - Governmental Activities

The accompanying notes are an integral part of these financial statements.
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312,051,610

29,080,126

(13,771,283)

20,956,616
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CITY OF VISALIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2017

Housing
General Community Successor
Fund Dewelopment Agency
REVENUES
Sales Taxes $ 31,498,610 $ - $ -
Property Taxes 22,370,180 - -
Other Taxes 7,664,820 - -
Subwventions and Grants 2,387,741 2,207,483 26,387
License and Permits 63,393 - -
Fees and Fines 1,260,170 85,360 -
Uses of Money and Property 1,080,491 66,061 29,624
Charges for Current Senices 3,705,652 - -
Miscellaneous 1,902,742 2,773 -
Total Revenues 71,933,799 2,361,677 56,011
EXPENDITURES
Current:
General Government 3,281,578 - -
Community Dewvelopment 4,416,938 800,832 25,477
Public Safety:
Fire 12,710,650 - -
Police 28,932,063 - -
Public Works 4,515,655 - -
Parks & Recreation 3,499,669 - -
Capital Outlay 14,238,195 1,140,470 12,995
Debt Senvice (Note 7):
Principal 48,928 - -
Interest and Fiscal Charges 1,865 - -
Total Expenditures 71,645,541 1,941,302 38,472
Excess (Deficiency) of
Revenues ower (Under) Expenditures 288,258 420,375 17,539
Other Financing Sources (Uses)
Sale of Land 818,902 - -
Proceeds From Sale of Capital Assets 2,575 - -
Transfers In (Note 4) 5,588,755 14,504
Transfers Out (Note 4) (4,943,958) (536,003) -
Total Other Financing Sources (Uses) 1,466,274 (521,499) -
Net Change in Fund Balances 1,754,532 (101,124) 17,539
Fund Balances - Beginning of Year 51,942,831 1,895,249 2,717,050
Prior Period Adjustment (Note 14) 115,636 (153,825) -
Fund Balances - Beginning of Year, as Restated 52,058,467 1,741,424 2,717,050
Fund Balances - End of Year $ 53,812,999 $ 1,640,300 $ 2,734,589

The accompanying notes are an integral part of these financial statements.
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REVENUES
Sales Taxes
Property Taxes
Other Taxes
Subventions and Grants
License and Permits
Fees and Fines
Uses of Money and Property
Charges for Current Senices
Miscellaneous

Total Revenues

EXPENDITURES
Current:
General Government
Community Development
Public Safety:
Fire
Police
Public Works
Parks & Recreation
Capital Outlay
Debt Senice (Note 7):
Principal
Interest and Fiscal Charges

Total Expenditures

Excess (Deficiency) of
Revenues over (Under) Expenditures

Other Financing Sources (Uses)
Sale of Land
Proceeds From Sale of Capital Assets
Transfers In (Note 4)
Transfers Out (Note 4)
Total Other Financing Sources (Uses)
Net Change in Fund Balances

Fund Balances - Beginning of Year

Prior Period Adjustment (Note 14)

Fund Balances - Beginning of Year, as Restated

Fund Balances - End of Year

All Other

Gowvernmental
Transportation Funds Total

$ - $ 13,075,539 $ 44,574,149
- - 22,370,180

- 16,491 7,681,311

- 9,538,192 14,159,803

- 17,500 80,893
3,951,401 5,255,380 10,552,311
21,219 324,863 1,522,258

- 4,153,494 7,859,146

2,651 669,420 2,577,586
3,975,271 33,050,879 111,377,637
- 53,900 3,335,478

- 1,839 5,245,086

- 3,144,558 15,855,208

- 4,445,652 33,377,715

15,496 4,342,747 8,873,898

- 31,668 3,531,337
2,793,425 15,950,580 34,135,665
- 1,271,853 1,320,781

- 546,161 548,026
2,808,921 29,788,958 106,223,194
1,166,350 3,261,921 5,154,443
- 646,189 1,465,091

- - 2,575

- 2,770,197 8,373,456
- (6,884,894) (12,364,855)
- (3,468,508) (2,523,733)
1,166,350 (206,587) 2,630,710
1,006,277 50,757,348 108,318,755
- (154,390) (192,579)
1,006,277 50,602,958 108,126,176
$ 2,172,627 $ 50,396,371 $ 110,756,886

The accompanying notes are an integral part of these financial statements.
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CITY OF VISALIA

RECONCILIATION OF THE NET CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS

WITH THE CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2017

Total Net Changes in Fund Balances - Governmental Funds

CAPITAL OUTLAY: In governmental funds, the cost of capital assets are reported
as expenditures. In the statement of activities, costs of those assets are allocated
over their estimated useful lives as depreciation expense. The difference between

capital outlay expenditures and depreciation expense for the period is:

Expenditures for Capital Outlay: $ 26,325,943

Depreciation Expense (Net of Internal Service Fund Depreciation Expense): (6,924,130)

DEBT SERVICE: In governmental funds, repayments of long-term debt are reported as
expenditures. In the government-wide statements, repayments of long-term debt
are reported as reduction of liabilities. Expenditures for repayment of the principal
portion of the long-term debt were:

Principal Payment of Long-Term Debt

In governmental funds, principal repayments for notes and loans receivable are

recognized as revenue. In government-wide statements, principal repayments

of notes and loans receivable are recorded as reduction of notes receivable.
Change in unavailable revenue relating to notes and loans receivable

In governmental funds, report the effect of premiums, discounts, and similar itmes
when debtis firstissued, whereas these amounts are deferred and amortized in the
statement of activities. This amount is the net effect of these differences in the
treatment of long-term debt and related items.

Internal service funds are used by management to charge the cost of certain activities,
such as insurance, fleet services, compensated absences, and information services,
to individual governmental and proprietary funds. The portion of the net revenue
(expense) of these internal allocations to governmental activities was:

Pension Related Expenses

Total Change in Net Position - Governmental Activities

The accompanying notes are an integral part of these financial statements.
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CITY OF VISALIA
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GENERAL FUND - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2017

Budgeted Amounts

Original Final Variance With
REVENUES Budget Budget Actual Final Budget
Taxes
Sales $ 30,422,800 $ 30,422,800 $ 31,498,610 $ 1,075,810
Property 21,199,200 21,199,200 22,370,180 1,170,980
Transient Occupancy 2,625,000 2,625,000 2,776,032 151,032
Franchise 2,806,200 2,806,200 2,567,192 (239,008)
Business License 2,472,100 2,472,100 2,321,596 (150,504)
Total Taxes 59,525,300 59,525,300 61,533,610 2,008,310
Subventions and Grants
Police and Other 703,000 719,736 2,329,399 1,609,663
Motor Vehicle License In-Lieu - - 58,342 58,342
Total Subventions and Grants 703,000 719,736 2,387,741 1,668,005
License and Permits
Other Licenses and Permits 61,900 61,900 63,393 1,493
Total License and Permits 61,900 61,900 63,393 1,493
Fees and Fines
Vehicle Code and Parking Violation 1,077,000 1,077,000 782,118 (294,882)
Local Ordinance Violations 306,400 306,400 478,052 171,652
Total Fees and Fines 1,383,400 1,383,400 1,260,170 (123,230)
Use of Money and Property
Interest Earned 309,230 309,230 652,644 343,414
Rents and Concessions 426,700 426,700 427,847 1,147
Total Use of Money and Property 735,930 735,930 1,080,491 344,561
Charges for Senices
Engineering and Subdivision Fees 641,700 641,700 1,089,830 448,130
Zoning Fees 177,900 177,900 235,696 57,796
Special Public Safety Senices 728,900 728,900 922,191 193,291
Recreation Programs 1,329,550 1,329,550 1,457,935 128,385
Total Charges for Senices 2,878,050 2,878,050 3,705,652 827,602
Other Revenue 1,186,910 1,207,210 1,902,742 695,532
Total Revenues 66,474,490 66,511,526 71,933,799 5,422,273

The accompanying notes are an integral part of these financial statements.
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Budgeted Amounts

Original Final Variance With
EXPENDITURES Budget Budget Actual Final Budget
Current:
General Government 3,736,230 3,738,910 3,281,578 457,332
Community Development 4,673,090 4,673,090 4,416,938 256,152
Public Safety:
Fire 12,794,360 12,794,360 12,710,650 83,710
Police 30,246,310 30,292,259 28,932,063 1,360,196
Public Works 5,324,450 5,324,450 4,515,655 808,795
Parks & Recreation 3,658,120 3,658,120 3,499,669 158,451
Capital Outlay 939,430 14,543,562 14,238,195 305,367
Debt Senice (Note 7)
Debt Senvice-Principal - - 48,928 (48,928)
Debt Senice-Interest - - 1,865 (1,865)
Total EXPENDITURES 61,371,990 75,024,751 71,645,541 3,379,210
Excess (Deficiency) of
Revenues Ower (Under) Expenditures 5,102,500 (8,513,225) 288,258 2,043,063
Other Financing Sources (Uses)
Sale of Land - - 818,902 818,902
Proceeds From Sale of Capital Assets - - 2,575 2,575
Transfers In - - 5,588,755 5,588,755
Transfers Out - - (4,943,958) (4,943,958)
Total Other Financing Sources (Uses) - - 1,466,274 1,466,274
Net Change in Fund Balance $ 5,102,500 $ (8,513,225) 1,75