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December 15, 2007
To the Honorable Mayor, Members of the City Council, and the City Manager
City of Simi Valley, California
State law requires that all general-purpose local governments publish within six months of the close of
each fiscal year a complete set of financial statements presented in conformity with generally accepted
accounting principles (GAAP) and audited in accordance with generally accepted auditing standards
by a firm of licensed certified public accountants. Pursuant to that requirement, we hereby issue the
comprehensive annual financial report of the City of Simi Valley for the fiscal year ended June 30,
2007.
This report consists of management’s representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of all of the information
presented in this report. To provide a reasonable basis for making these representations, management
of the City has established a comprehensive internal control framework that is designed both to protect
the government’s assets from loss, theft, or misuse and to compile sufficient reliable information for the
preparation of the City’s financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the City’s comprehensive framework of internal controls has
been designed to provide reasonable rather than absolute assurance that the financial statements will
be free from material misstatement. As management, we assert that, to the best of our knowledge and
belief, this financial report is complete and reliable in all material aspects.
The City’s financial statements have been audited by Moreland and Associates, Inc., a firm of licensed
certified public accountants. The goal of the independent audit was to provide reasonable assurance that
the financial statements of the City for the year ended June 30, 2007, are free of material misstatement.
The independent audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant estimates
made by management; and evaluating the overall financial statement presentation. The independent
auditor concluded, based upon the audit, that there was a reasonable basis for rendering an unqualified
opinion that the City’s financial statements for the fiscal year ended June 30, 2007 are fairly presented
in conformity with GAAP. The independent auditors’ report is presented as the first component of the
financial section of this report.
The independent audit of the financial statements of the City was part of a broader, federally mandated
“Single Audit” designed to meet the special needs of federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair presentation of
the financial statements, but also on the audited government’s internal controls and compliance with
legal requirements, with special emphasis on internal controls and legal requirements involving the
administration of federal awards. These reports are available in the City’s separately issued Single
Audit Report.
Paul Miller, Mayor

Glen T. Becerra, Mayor Pro Tem

Barbra Williamson, Council Member

Steven T. Sojka, Council Member

2929 Tapo Canyon Road, Simi Valley, CA 93063-2199 805.583.6700 www.simivalley.org

Michelle S. Foster, Council Member

GAAP require that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The
City’s MD&A can be found immediately following the report of the independent auditors.
Profile of the City of Simi Valley
The City, incorporated in 1969, has a population of 125,840 and is the third largest of Ventura County’s
ten cities. It is located on the County’s southeastern border, nestled between the Santa Susana Mountains
and the Simi Hills. The City, which covers a land area of 38.9 square miles, has a mean elevation of
765 feet.
The City operates under the Council-Manager form of government. The City’s four Council Members
are elected at-large to staggered four-year terms, with two members being elected every two years. The
City’s Mayor is elected at-large every two years. The Mayor presides over Council meetings and has
one vote. Council members also serve as Board members of the Ventura County Waterworks District
No. 8 and the Simi Valley Community Development Agency.
The City Council appoints both the City Manager and the City Attorney. The City Manager heads the
executive branch of the government, implements City Council directives and policies, and manages
the administration and operational functions through the various department heads. The City Manager
is responsible for the appointment of department heads, and also serves as the City Clerk and City
Treasurer.
City government is divided into five departments: Police, Public Works, Administrative Services,
Environmental Services, and Community Services. The City has its own sanitation agency that collects
and treats wastewater. Certain potable and reclaimed water services are provided through the legally
separate Ventura County Waterworks District No. 8 which functions, in essence, as an agency of the
City and therefore has been included as an integral part of the City’s financial statements. The City also
provides transportation services. Fire, paramedic, and animal regulation services are provided by the
County of Ventura. The Rancho Simi Recreation and Park District provides leisure service activities.
The annual budget serves as the foundation for the City’s financial planning and control. The budget
also contains detailed goals and objectives, a working financial plan, and financial projections for the
departments and agencies that comprise the City’s governmental structure.
The City’s fiscal year runs from July 1 to June 30. Departments and agencies submit current level
expense budgets, requests for budget increases (Policy Items), requests for replacement of equipment
items (Capital Asset Requests), and possible budget reductions (Reverse Priority Items) to the Budget
Office in early April. The City Manager and his staff conduct a series of budget review meetings with
departments and agencies in April. The City Manager then presents a Preliminary Base Budget, Draft
Five-Year Capital Improvement Program, and a Supporting Document that contains line item budget
information to the City Council for review in mid-May.
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The City Council conducts one or more budget hearings during the month of June, modifies the
Preliminary Base Budget and Draft Five-Year Capital Improvement Program as appropriate, and adopts
the Annual Budget and Five-Year Capital Improvement Program not later than June 30.
Expenditures are budgeted at the line-item level according to fund and operational area. Overall
budgetary control, however, is exercised at the fund level, except for the City’s General Fund, where
control is exercised at the department level. The City Council has the legal authority to amend the
budget at any time during the fiscal year. The City Manager is also authorized to make administrative
amendments to the budget, provided the amendments do not have a significant policy impact or affect
budgeted year-end fund balances.
Interim financial reports can be generated on demand by operating departments. In addition,
comprehensive financial reviews are prepared and submitted to the City Council at the end of the
first quarter and at mid-year of each fiscal year and are reviewed publicly at regularly scheduled City
Council meetings. Interim financial reports are made available to the general public upon request.
Budget-to-actual comparisons are provided in this report for each individual governmental fund for
which an appropriated annual budget has been adopted. For the General Fund and major special
revenue funds, this comparison is presented in the Basic Financial Statements section of this report.
For other governmental funds with appropriated annual budgets, this comparison is presented in the
Supplementary Information section.
Factors Affecting Financial Condition
The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates.
Local economy. The City continues to enjoy a favorable economic environment and local indicators
point to continued stability. Locally generated revenues from taxes increased by $3.3 million, or 7.6%
over the prior fiscal year.
The region has a growing service and retail base that adds to the relative stability of employment. The
unemployment rate for the City was 3.8% at June 30, 2007, while the State unemployment rate was
4.5. Major industries with headquarters or divisions located within the City’s boundaries, or in close
proximity, include retail sales, real estate lending, health care, insurance, computer hardware, and home
improvement materials. A major regional shopping mall – the Simi Valley Town Center – opened in
October 2005, and has provided increased job opportunities. The mall consists of approximately 1.3
million square feet of retail space, and includes a residential component with 500 luxury apartment
units including 50 affordable units. This residential component is currently being leased with the first
units occupied in October 2006.
The opening of the new Air Force One Pavilion at the Ronald Reagan Presidential Library in October
2005 continues to stimulate the local economy, as visitors from out of the area visit this impressive new
facility.
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Residential development activity in the City has moderated during the current fiscal year, reflective of
the nation-wide trend, and is expected to moderate even more in the upcoming year. The residential
real estate market has slowed and no major additions to the City’s property tax roll are anticipated
in the upcoming year. Although development-activity is expected to decline, sales tax revenue is
expected to exceed the rate of inflation due to moderate increases in the City’s population and retail
sales base. Industrial growth is projected to continue in Simi Valley as corporations seeking friendly
and accessible government, a safe community, and a strong labor pool continue to find Simi Valley an
attractive location.
Long-term financial planning. The City’s population grew by 1.5% during the current fiscal year,
consistent with the growth in the past several years. This growth has demonstrated favorable impacts
on the City’s tax revenues. The opening of the Simi Valley Town Center regional mall in October 2005
is expected to generate significant new sales tax revenues for the City. Continued but more moderate
growth in property tax revenue is anticipated in the coming fiscal year, as turnover in the real estate
market has slowed and no major additions to the City’s property tax roll are anticipated.
To address the continuing growth and increased demands for service, the City expanded its Senior
Center facilities on the City’s Civic Center campus. This 12,000 square foot expansion has doubled
both the size of the current facility and the range of services available to seniors. Among the new
services are: Lifelong Learning programs, a senior technology lab, and a fitness classroom. Providing
services for seniors in Simi Valley is a particular priority, as seniors are among the fastest growing
segment of the population. The City is also considering an expansion plan for the City Hall facility. If
approved, this expansion will provide additional space and consolidate City departments in one physical
location to create efficiencies of scale and improve services to the public.
Cash management policies and practices. Cash temporarily idle during the year was invested in
obligations of the U.S. Government and the U.S. Treasury, the State Treasurer’s Local Agency Investment
Fund, and money market funds. The maturities of the investments range from one day to five years.
The average yield on investments during the fiscal year was 4.6 percent. Investment income includes a
reduction in the fair value of investments. Decreases in fair value during the current year, however, do
not necessarily represent trends that will continue; especially in the case of temporary changes in the
fair value of investments that the government intends to hold to maturity.
Risk Management. The City employs a full-time Risk Manager to oversee the processing of claims filed
against the City, to procure appropriate insurance coverages, and to design and implement loss prevention
programs. The City maintains self-insured retentions for property damage, workers’ compensation, and
general liability of $10,000, $500,000, and $1,000,000, respectively. Various insurance carriers provide
the City with excess coverage for claims that exceed these amounts. The City is fully self-insured for
unemployment insurance claims. Health, dental, life, short-term, and long-term disability insurance
coverages are also made available to City employees through a number of different insurance carriers.
The City maintains cash and investment balances within its internal service funds sufficient to cover its
self-insured obligations.
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Pension and other post employment benefits. The City participates in the California Public Employees’
Retirement System (CalPERS) for both its sworn retirement program (Safety Plan) and its non-sworn
retirement program (Miscellaneous Plan). The Miscellaneous Plan also includes those involved with
the operation of the legally separate Ventura County Waterworks District No. 8. These benefits are
provided through the statewide plan managed by CalPERS. The City has no obligation in connection
with employee benefits offered through the plan beyond its contractual payment to the CalPERS Board
of Administration.
The City also provides post-retirement health benefits for retirees and their spouses meeting specified
service requirements. As of the end of the current fiscal year, there were 74 retired employees receiving
these benefits, which were financed on a pay-as-you-go basis. GAAP do not require governments to
report a liability in the financial statements in connection with an employer’s obligation to provide
these benefits. However, the City has been accumulating funds to pay future benefits post employment
benefits.
Additional information on the City’s post employment benefits and pension arrangements can be found
in Notes IV. C-E in the notes to the financial statements.
Gann Appropriations Limitation. Article XIIIB of the State of California Constitution sets limits on
the amount of tax revenues that the City can appropriate within a given fiscal year. Only tax proceeds
are subject to the limit. Charges for services, regulatory fees, grants, loans, donations, and other nontax proceeds are not subject to the limit. Exemptions are also made for voter-approved debt and debt
that existed prior to January 1, 1979, and for the cost of compliance with Court or Federal government
mandates. Fiscal Year 1978-79 appropriations serve as the basis for this limit, with adjustments being
made annually to reflect increases in population, the cost of living, and service responsibility transfers.
The City’s appropriations limit for the fiscal year ended June 30, 2007 was $49,411,765. Actual tax
revenues received and appropriated during the fiscal year were well under this limit.
Awards and Acknowledgements. The Government Finance Officers Association (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City for its Comprehensive
Annual Financial Report (CAFR) for the fiscal year ended June 30, 2006. This was the twenty-seventh
consecutive year (fiscal years ended 1980-2006) that the City has received this prestigious award. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized CAFR. This report must satisfy both GAAP and applicable legal requirements.
A Certificate of Achievement is valid for a period of one year only. The City believes that its current
CAFR continues to meet the Certificate of Achievement Program’s requirements and is submitting it to
the GFOA to determine its eligibility for another certificate.
The preparation of this report would not have been possible without the efficient and dedicated services
of the entire staff of the Fiscal Services Division. Special thanks go to Lika Garg, Deputy Director/Fiscal
Services, for her extensive work in preparing this report. I would also like to express my appreciation
to all members of the Administrative Services Department who assisted with the preparation of this
report, and to Moreland and Associates, Inc., the City’s independent auditors, who also contributed to
its preparation.
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Additionally, I would like to thank the Mayor, City Council Members, and City Manager for their
direction and support in planning and conducting the financial operations of the City in a progressive
and responsible manner.
Respectfully submitted,

James Purtee
Department of Administrative Services
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City of Simi Valley
Management’s Discussion and Analysis
(UNAUDITED)
The management of the City of Simi Valley provides this narrative overview and analysis of
the financial activities of the City of Simi Valley for the fiscal year ended June 30, 2007.
Please consider this information in conjunction with additional information that we have
furnished in the letter of transmittal, which is located in the Introductory Section of this report.
Financial Highlights
•

The assets of the City exceeded its liabilities at the close of the fiscal year by
$413,259,849. Of this amount, $70,860,124 (unrestricted net assets) may be used to
meet the government’s ongoing obligations to citizens and creditors.

•

The City’s total net assets increased by $163,916,932. The majority of this increase,
$145 million, is attributable to an increase in capital assets. The City capitalized the
cost of acquiring and improving infrastructure assets incurred from July 1, 1980 to June
30, 2002. This increased the City’s net assets by $135 million. Current year increase
in capital assets was $10 million.

•

As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $94,571,136, an increase of $8,444,621 in
comparison with the prior year. Approximately 69% of the ending fund balance
amount, or $65,499,064, is available for spending at the government’s discretion
(unreserved fund balance). However, three-fourths of the unreserved fund balance
($50 million) is designated for public improvements and other capital projects. An
additional one-sixth ($11 million) is held in special revenue funds, designated for lowand moderate-income housing projects.

•

At the end of the current fiscal year, the unreserved/undesignated fund balance for the
General fund was $8,872,656. This amount represents the Prudent Reserve for
Economic Uncertainty established by the City Council at 13% of budgeted General fund
expenditures.

•

The City of Simi Valley’s total liabilities decreased by $1.2 million during the current
fiscal year. This decrease consists of a $2.9 million decrease in long-term liabilities due
to payment of scheduled debt service, offset by a $1.7 million increase in accounts
payable and salaries payable.

Overview of the Financial Statements
This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The basic financial statements include three components:
1) Government-wide financial statements,
3
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2) Fund financial statements, and
3) Notes to the financial statements.
In addition, this report also contains required supplementary information, supplementary
information, and statistical information.
The following diagram displays the interrelationships of this report.
M ANAGEM ENT'S DISCUSSION AND ANALYSIS

FINANCIAL STATEM ENTS

Government-Wide (Full Accrual)
Governmental Activities
Business-Type Activities
(No Internal Service or Fiduciary Funds)

Fund
Governmental (Modified Accrual)
Proprietary (Full Accrual)
Fiduciary (Full Accrual)

Notes to the Financial Statements

REQUIRED SUPPLEM ENTAL INFORM ATION
(Other Than MD&A)

Government-wide financial statements
The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to a private-sector business. The City has
presented information from prior years in this letter for comparative purposes.
The statement of net assets presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the City is improving
or deteriorating.
The statement of activities presents information showing how the City’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).
Both of the government-wide financial statements distinguish functions of the City that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (business-type activities). The governmental activities of the City include
general government, community services, planning, public ways and facilities, and public
4
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safety. The business-type activities of the City include a Sanitation fund, a Waterworks
District, and a Transit fund.
Fund financial statements
A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The City, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All the funds of the City can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.
Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-term financial requirements.
Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the government-wide financial
statements. By doing so, readers may better understand the long-term impact of the
government’s near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide
a reconciliation to facilitate this comparison between governmental funds and governmental
activities.
The City maintains over 70 individual governmental funds in its financial system and presents
them grouped by related activities as 5 major and 25 nonmajor separate governmental funds for
this report. Information is presented separately in the governmental fund balance sheet and in
the governmental fund statement of revenues, expenditures, and changes in fund balances for
the five major funds: the General fund, the Community Development Agency Housing
Administration fund, the Merged Tapo Canyon and West End Tax Increment fund, the
Development Related Fees fund, and the Streets and Roads fund. Data from the other 25
governmental funds are combined into a single, aggregated presentation. Individual fund data
for each of these nonmajor governmental funds is provided in the form of combining
statements in the Supplementary Information section of this report.
The City adopts annual appropriated budgets for the General fund, proprietary funds and all
special revenue funds. Project-length budgets are adopted for the capital project funds. A
budgetary comparison statement has been provided for the General fund and the major special
revenue funds to demonstrate compliance with the budget. Budgetary comparison schedules
are also provided for the budgeted nonmajor special revenue funds in the Supplementary
Information section.
Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. The City holds these funds in a custodial capacity. Fiduciary
funds are not reflected in the government-wide financial statements because the resources of
5
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these funds are not available to support the City’s programs. A combining statement of
changes in assets and liabilities of fiduciary funds is provided in the Supplementary Information
section of this report.
Proprietary funds. The City maintains two different types of proprietary funds. Enterprise
funds are used to report the same functions presented as business-type activities in governmentwide financial statements. The City uses enterprise funds to account for its sanitation,
waterworks, and transit operations. Internal service funds are an accounting device used to
accumulate and allocate costs internally among the City’s various functions. The City uses
internal service funds to account for its liability insurance and workers’ compensation
insurance operations. Because both of these operations predominantly benefit governmental
rather than business-type functions, they have been included within governmental activities in
the government-wide financial statements.
Proprietary funds provide the same type of information as the government-wide financial
statements, but in greater detail. The proprietary fund financial statements provide separate
information for the sanitation, waterworks, and transit operations, all of which are considered
major funds of the City. Conversely, both internal service funds are combined into a single,
aggregated presentation in the proprietary fund financial statements. Individual fund data for
the internal service funds is provided in the form of combining statements in the Supplementary
Information section of this report.
Notes to the financial statements
The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements.
Other information
In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the City’s progress in funding its
obligation to provide pension benefits to its employees.
The combining statements referred to earlier in connection with nonmajor governmental funds
and internal service funds are presented immediately following the notes to the financial
statements.
Government-wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the City of Simi Valley, assets exceeded liabilities by
$413,259,849 at the close of the most recent fiscal year.
A significant portion of the City’s net assets (64%) reflects its investment in capital assets net
of accumulated depreciation (land, buildings, machinery and equipment), less any related debt
used to acquire those assets that is still outstanding. The City uses these assets to provide
6

CITY OF SIMI VALLEY • MANAGEMENT DISCUSSION AND ANALYSIS
services to citizens; consequently these assets are not available for future spending. Although
the City’s investments in capital assets is reported net of related debt, the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.
An additional portion of the City’s net assets (19%) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unrestricted net
assets (17%) may be used to meet the City’s ongoing obligations to citizens and creditors.
City of Simi Valley’s Net Assets

Current and other assets
Capital assets
Total assets
Long-term liabilities outstanding
Other liabilities
Total liabilities
Net assets:
Invested in capital assets, net of related
debt
Restricted
Unrestricted
Total net assets

Governmental
Activities
FY 2006-07
FY 2005-06
$135,999,528
$123,720,676
220,253,574
110,875,468
356,253,102
234,596,144

Business-Type
Activities
FY 2006-07 FY 2005-06
$52,155,778 $46,402,219
109,436,007 74,114,013
161,591,785 120,516,232

Total
FY 2006-07
FY 2005-06
$188,155,306 $170,122,895
329,689,581 184,989,481
517,844,887 355,112,376

70,822,150
28,562,803
99,384,953

73,682,934
27,941,838
101,624,772

804,121
4,395,964
5,200,085

805,425
3,339,262
4,144,687

71,626,271
32,958,767
104,585,038

74,488,359
31,281,100
105,769,459

153,537,599
60,444,524
42,886,026

55,108,472
39,933,025
37,929,875

109,436,007
18,981,595
27,974,098

74,114,013
19,733,407
22,524,125

262,973,606
79,426,119
70,860,124

129,222,485
59,666,432
60,454,000

$256,868,149

$132,971,372 $156,391,700 $116,371,545

$413,259,849 $249,342,917

At the end of the current fiscal year, the City is able to report positive balances in all three
categories of net assets, for the government as a whole, as well as for its separate
governmental and business-type activities. The same was true for the prior fiscal year.
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City of Simi Valley’s Changes in Net Assets
Governmental
Activities
FY 2006-07
FY 2005-06
Revenues:
Program Revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General Revenues:
Property taxes & tax increment
Other taxes
Capital contributions
Other
Total revenues
Expenses:
General government
Community services
Planning
Public ways and facilities
Public safety
Interest on long-term debt
Indirect expense allocation
Sanitation
Water
Transit
Total expenses
Change in net assets before
transfers
Transfers
Change in Net Assets
Net assets - beginning of the year,
as restated
Net Assets - ending

$

8,589,103
9,025,966
7,683,123

$ 15,392,846
10,231,371
8,234,576

41,663,078
25,587,581
3,178,901
6,184,146
101,911,898

Business-Type
Activities
FY 2006-07
FY 2005-06

$

Total
FY 2006-07

$

50,111,799
11,506,804
8,390,957

FY 2005-06

41,522,696
2,480,838
707,834

$ 36,990,455
848,402
2,339,931

$

52,383,301
11,079,773
10,574,507

32,255,028
25,065,742
3,788,253
4,044,350
99,012,166

3,275,376
2,613,403
50,600,147

8,842,544
1,435,910
50,457,242

41,663,078
25,587,581
6,454,277
8,797,549
152,512,045

32,255,028
25,065,742
12,630,797
5,480,260
149,469,408

24,598,755
3,645,993
8,698,721
15,837,703
26,677,974
3,232,084
(5,103,000)
77,588,230

18,429,120
3,958,051
8,011,435
15,174,460
26,693,489
2,525,366
(4,027,800)
70,764,121

5,103,000
11,340,436
24,321,032
4,796,632
45,561,100

4,027,800
10,773,794
21,957,393
4,952,689
41,711,676

24,598,755
3,645,993
8,698,721
15,837,703
26,677,974
3,232,084
11,340,436
24,321,032
4,796,632
123,149,330

18,429,120
3,958,051
8,011,435
15,174,460
26,693,489
2,525,366
10,773,794
21,957,393
4,952,689
112,475,797

24,323,668
(2,463,585)
21,860,083

28,248,045
(1,316,992)
26,931,053

5,039,047
2,463,585
7,502,632

8,745,566
1,316,992
10,062,558

29,362,715
29,362,715

36,993,611
36,993,611

235,008,066

106,040,319

148,889,068

106,308,987

383,897,134

212,349,306

$ 256,868,149

$ 132,971,372

$ 156,391,700

$ 116,371,545

$ 413,259,849

$ 249,342,917

During the current fiscal year the City's total net assets increased by $29,362,715. This
increase was primarily due to revenues continuing to outstrip expenses even with a decline in
development activity in the City.
Governmental Activities. Governmental activities increased the City’s net assets by
$21,860,083, accounting for 74.4% of the total growth in the net assets of the City.
Governmental activities increased the City’s net assets by $21.9 million as compared to $26.9
million in the prior year. The decrease of $5.0 million in the City’s change in net assets as
compared to prior year resulted from a decline in development activity in the City, which
resulted in an $8.5 million decrease in service charges and other program revenues. However,
property tax revenues increased by $9.4 million after a full year of operation of a shopping
mall that opened in the fall of 2005, sales tax revenues posted a modest increase of $1.4
million, and investment earnings increased by $2.3 million due to higher returns from new
purchases of higher yielding securities as well as increase in the size of the investment
portfolio. Taxes in various other categories decreased by $1.7 million. Expenses across most
City departments increased by $6.8 million, while general fund’s subsidy to the transit
operation increased by $1.1 million.
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Revenues by Source - Governmental Activities
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Business-type Activities.
Business-type activities increased the City’s net assets by
$7,502,632, accounting for 25.6% of the total growth in the net assets of the City.
Business-type activities increased the City’s net assets by $7.5 million as compared to $10.1
million in the prior year. Operating revenues posted a modest increase over operating
expenses ($0.7 million), as a result of slight increases in the customer base and service rates.
These increases in revenues offset increases in expenses, which increased moderately in most
categories with the exception of water purchase costs, which increased by 17.5%, or $2.5
million because of increases in both the customer base and water costs. Investment earnings
were higher than the prior year by $1.2 million, and transfers to other funds were lower by
$1.1 million as two major capital projects were substantially completed in the prior year.
However, the decline in development activity was reflected in a $3.3 million decrease in
connection fees. Additionally, developer contributed infrastructure, which is capitalized when
completed projects are accepted by the City was lower in this fiscal year than in the prior year
by $2.3 million.
Revenues by Source - Business-type Activities
Capital grants and
contributions
8%

Investment earnings
5%

Operating grants and
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5%
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Financial Analysis of the Government’s Funds
As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.
Governmental Funds. The focus of the City’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is
necessary in assessing the City’s financing requirements. In particular, unreserved fund
balance may serve as a useful measure of the City’s net resources available for spending at the
end of the fiscal year.
At the end of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $94,571,136, an increase of over $8.4 million over the prior year. Slightly
more than two-thirds of this total amount ($65.5 million) constitutes unreserved fund balance,
which is available to meet the City’s current and future needs. During this fiscal year there
was a significant increase in tax revenues, particularly tax increment revenues, due to the
completion of a shopping mall in the fall of 2005. Additionally, capital expenditures dropped
to normal levels after the spike in capital expenditures in the prior fiscal year related to the
construction of the shopping mall, and improvements to, and expansion of, the Senior Citizens’
Center. A portion of the fund balance ($29.1 million) is reserved to indicate that it is not
available for new spending because it has already been committed for the following purposes:
(1) to liquidate contracts and purchase orders of the prior period ($3,860,133); (2) to pay debt
service ($7,369,854); and (3) for advances to other funds and loans receivable not due in the
upcoming fiscal year ($17,842,085).
11

CITY OF SIMI VALLEY • MANAGEMENT DISCUSSION AND ANALYSIS

The General fund is the chief operating fund of the City. At the end of the fiscal year,
unreserved/undesignated fund balance of the General fund was $8,872,656, while total fund
balance was $37,352,516. As a measure of the General fund’s liquidity, it may be useful to
compare both unreserved/undesignated fund balance and total fund balance to total fund
expenditures. Unreserved/undesignated fund balance represents 13% of budgeted General
fund expenditures, established as a Prudent Reserve for Economic Uncertainty by the City
Council. Total fund balance represents 55% of budgeted General fund expenditures.
The fund balance of the City’s General fund increased by $554,569 during the current fiscal
year. Increases in property and sales tax revenues were offset by decreases in other revenue
categories. The net revenue increases were sufficient to sustain the moderate increase in
expenditures across all City departments and generate the slight increase in fund balance.
The net change in the fund balance of the Community Development Housing Administration
fund was an increase of $2,265,554. This increase primarily resulted from higher set-aside
revenue transfers from tax increment funds.
The fund balance of the Merged Tapo Canyon and West End Tax Increment fund increased by
$2,868,260. This increase was primarily due to increases in property tax revenue from the
redevelopment area where a new shopping mall was completed in the fall of 2005.
The fund balance of the Development Related Fees fund increased by $1,761,541.
Development related revenues are on the decline as the City is getting built out. Transfers to
fund projects from this fund were curtailed, which contributed to the increase in fund balance.
The fund balance of the Streets and Roads fund increased by $2,255,305. Budgeted projects in
this fund are pre-funded with transfers from various funds. In addition, a significant portion of
these expenditures are reimbursed by federal grants. Revenues from these sources exceeded
expenditures, even though expenditure activity on street projects was significantly higher than
in the previous year.
Proprietary Funds. The information provided below about the City’s proprietary funds is
similar to the information about Business-type Activities found in the government-wide
financial statements, but by individual funds rather than in aggregate.
Unrestricted net assets of the Sanitation, Waterworks and Transit funds were $15,626,265,
$11,332,523, and $184,516, respectively. The growth in total net assets for Sanitation,
Waterworks, and Transit was $2,655,892, $3,906,945, and $155,029, respectively. Other
factors concerning the finances of these funds have already been addressed in the discussion of
Business-type activities.
General Fund Budgetary Highlights
The difference between the General fund original expenditure budget and the final amended
expenditure budget was $2.1 million, and can be briefly summarized as follows:
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CITY OF SIMI VALLEY • MANAGEMENT DISCUSSION AND ANALYSIS

•

$.1 million in supplemental funding was approved for high priority tree trimming
projects.

•

$.1 million was appropriated for an increase in Police Dispatcher salaries.

•

$.2 million was appropriated to increase spending on the City’s annual street
maintenance program.

•

$1.7 million in additional increases were appropriated for prior year commitments that
were carried forward, across all City departments. These consisted of approved
expenditure increases in various categories, and were offset by available fund balance.
This amount was not included in the original adopted budget.

Actual expenditures were $5.0 million less than the General fund final amended expenditure
budget. The significant variances are summarized below:
•

$1.7 million of under-expenditures were in personnel costs due to vacancies,
particularly in the areas of Public ways and facilities, Planning and Administrative
services. All authorized positions were budgeted, however, several positions were not
filled during the current fiscal year.

•

$2.2 million of savings were achieved in the Services category; $.5 million in savings
was achieved in the Supplies and Materials category, and $.1 million was under-spent
in the Capital purchases category.

•

$0.5 million of savings were achieved in the Transfers category. The required transfer
estimated to fund the transit operation was lower than anticipated.

In the following two revenue categories, actual receipts exceeded budgeted amounts
significantly: Property Taxes and Use of Money and Property. Property taxes were expected
to increase after a full year since the opening of a shopping mall in the fall of 2005, but actual
revenues exceeded expectations. Interest revenue was projected based on prior year’s actual
receipts, but higher interest rates during the current year contributed to actual receipts
exceeding budgeted amounts.
Capital Asset and Debt Administration
Capital assets. The City of Simi Valley’s investment in capital assets for its governmental and
business type activities as of June 30, 2007, amounts to $329,689,581 (net of accumulated
depreciation). This is an increase of $144,700,100 as compared to prior year and consists of
two components:
•

Infrastructure acquired, or significantly improved from July 1, 1980 to June 30, 2002
of $134,554,217, and
13
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•

Assets acquired during the current fiscal year of $10,145,883.

The investment in capital assets includes land, plant and buildings, furnishings and equipment,
computers and software, vehicles, and infrastructure consisting of roads and highways, and
water and sewer distribution systems. The total increase in the City’s investment in capital
assets, as compared to prior year, was 78%; 93% of this increase was from the retroactive
reporting of infrastructure assets, and 7% of the increase was from current year acquisitions.
Major capital asset events during the current fiscal year included the following:
•

$7.3 million in street projects were completed.

•

$2.6 million in streets, and $2.2 million in water and sewer lines were donated by
developers for projects completed and accepted by the City.

•

$8.5 million in street projects expenses were incurred for projects in progress during
the year.

•

The Senior Center Expansion and the Unified Two-way Radio System projects neared
completion, with $1.1 and $0.4 million in construction costs incurred during the year.

•

The financial information system upgrade was completed with $1.2 million in
implementation costs capitalized at the end of the fiscal year.

Additional information on the City’s capital assets can be found in note III D on pages 50 - 51.
City of Simi Valley’s Capital Assets
(net of depreciation)
Governmental
Activities
FY 2006-07 FY 2005-06

Business-Type
Activities
Total
FY 2006-07 FY 2005-06 FY 2006-07 FY 2005-06

Land
$ 5,407,142 $ 8,707,247 $ 1,216,994 $ 1,216,994 $ 6,624,136 $ 9,924,241
Buildings
20,396,601 21,330,324
7,731,403 8,007,879 28,128,004 29,338,203
Furnishings and equipment
327,964
341,064
1,274,784
854,892
1,602,748
1,195,956
Computers
1,412,158
1,431,629
1,412,158
1,431,629
Vehicles
1,298,091
977,681
2,774,767 3,159,393
4,072,858
4,137,074
Infrastructure
136,773,348 25,714,207 91,114,365 41,338,580 227,887,713 67,052,787
Intangibles
4,611,362
3,006,917
4,611,362
3,006,917
Construction in progress
50,026,908 49,366,399
5,323,694 19,536,275 55,350,602 68,902,674
Total

$220,253,574 $110,875,468 $109,436,007 $74,114,013 $329,689,581 $184,989,481
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Long-term debt. At the end of the current fiscal year, the City had total bonded debt
outstanding of $61,766,686. This entire amount represents bonds secured solely by specified
revenue sources (i.e., revenue bonds).
City of Simi Valley’s Outstanding Bonded Debt

1995 SVPFA variable rate lease revenue bonds
2003 tax allocation bonds
2004 certificates of participation
Less deferred amounts
Total

Governmental
Activities
FY 2006-07
FY 2005-06
$ 6,690,000 $ 7,260,000
29,320,000
30,040,000
25,495,000
25,955,000
261,686
262,397
$ 61,766,686 $ 63,517,397

The City’s bonded debt decreased by $1,750,711 (2.8%) during the current fiscal year as a
result of scheduled debt service payments.
The City maintains an “A+” rating from Standard & Poor’s and has no outstanding general
obligation debt at this time.
Additional information on the City’s long-term debt can be found in note III G on pages 54 –
56.
Economic Factors and Next Year’s Budgets and Rates
•

Property tax receipts grew significantly during the current fiscal year, due to both
strong increases in tax-increment revenue as well as growth in the “Property Tax InLieu” and “Tax Equity Adjustment” (TEA) components of the City’s property tax.
Continued but more moderate growth in property tax revenue is anticipated in the
coming fiscal year, as turnover in the real estate market has slowed and no major
additions to the City’s property tax roll are anticipated.

•

Development activity moderated significantly in FY 2006-07, leading to declines in
development-related revenues such as building permits, planning fees, engineering
plan-check, and inspection fees. Little change, or perhaps additional slight declines,
in development-related revenues is anticipated in FY 2007-08.

•

Sales tax receipts increased 8.6% in FY 2006-07 compared to the prior year, due
mostly to increased receipts from the Simi Valley Town Center regional mall, which
opened in October 2005 and operated during the entirety of the current fiscal year.
Growth in sales tax revenues is expected to once again exceed the rate of inflation
15
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during the upcoming fiscal year due to moderate increases in the City’s population and
retail sales base.
•

Water and sewer rates were increased within the last year. Effective January 1, 2007,
water rates were increased by an average of 4.6%. This increase was based on the
Construction Cost Index (CCI). Effective July 1, 2007, an increase in sewer rates of
3.8% was implemented. This increase was based on the Consumer Price Index (CPI).
These increases will enable the enterprises to maintain an adequate cash reserve, to
fund the replacement of existing facilities and equipment, and to construct new
facilities.

Requests for Information
This financial report is designed to provide a general overview of the City of Simi Valley’s
finances for all those with an interest in the City’s financial condition. Questions concerning
any of the information provided in this report or requests for additional financial information
should be addressed to the City of Simi Valley, Department of Administrative Services, 2929
Tapo Canyon Road, CA 93063.
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