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November 12, 2025
To the Honorable Mayor, Members of the City Council, and Citizens of the City of National City:

It is our pleasure to submit the Annual Comprehensive Financial Report (ACFR) of the City of National
City (the “City”) for the fiscal year ended June 30, 2024. The ACFR has been prepared in conformity with
accounting principles generally accepted in the United States (GAAP) and audited in accordance with
Generally Accepted Government Auditing Standards by an independent firm of licensed certified public
accountants.

This report consists of management’s representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of the information presented
in this report. To provide a reasonable basis for making these representations, management has established
a comprehensive internal control framework that is designed both to protect the City’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, internal controls have 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 respects. All
disclosures necessary to enable the reader to gain an understanding of the City's financial activities have
been included.

The Pun Group, LLP, an independent auditing firm of certified public accountants, has issued an
unmodified opinion (clean opinion) on the City’s financial statements for the fiscal year ended
June 30, 2024. The independent auditor’s report is presented as the first component of the financial section
of this ACFR.

The Management’s Discussion and Analysis (MD&A), which immediately follows the independent
auditor’s report, provides a narrative introduction, overview, and analysis of the basic financial statements.
The MD&A complements this letter of transmittal and should be read in conjunction with this letter.

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 internal controls and compliance with legal requirements, with emphasis on those
involving the administration of federal awards. The City’s Single Audit Report is issued separately.

PROFILE OF THE CITY OF NATIONAL CITY

The City of National City, incorporated on September 17, 1887, is located in southwestern San Diego
County, bordered by the City of San Diego to the north and east, San Diego Bay to the west, and the City
of Chula Vista to the south. The City is home to a fairly constant population of about 62,000 residents and
occupies 9.2 square miles.

Transmittal Letter
\%



The City is a general law city and operates under the council/manager form of government. The City
Council has five members, with the Mayor elected at large and the four Councilmembers elected by district.
The Mayor is the presiding officer of the Council. In 2022, National City voters approved transitioning the
previously elected positions of City Treasurer and City Clerk to become appointive at the end of the current
terms that ended in November 2024.

The City Council is responsible for enacting ordinances, adopting the budget, establishing policies,
reviewing the General Plan, appointing committees, and appointing the City Manager and the City
Attorney. The City Manager is responsible for carrying out the policies and ordinances of the Council,
overseeing the day-to-day operations of the City, and appointing the heads of departments. The City
Attorney is the legal counsel for the City, the Community Development Commission, Parking Authority,
and the Successor Agency, and advises the City Council, the City’s boards and commissions, and City staff.

The City provides a full range of services, which include general government, public safety (police, fire,
disaster preparedness, and building inspection), construction and maintenance of the City’s infrastructure,
economic development, affordable housing, cultural and recreational programs, library and literacy
programs, and senior and nutrition services.

BUDGETARY CONTROL

The annual budget serves as the foundation for the City’s financial planning and control. The proposed
budget is presented to the City Council for review and adoption prior to the beginning of each fiscal year,
July 1*. The budget is prepared by fund, department and account. After budget adoption, in accordance
with the National City Municipal Code, City Council must approve any revisions that increase total
appropriations of a fund. The City Manager is authorized to make budgetary revisions between budget line
items within a fund, and department directors may transfer appropriations within their respective
departments. The budget is regularly monitored and the Council receives quarterly updates. Budget-to-
actual comparisons are provided in this report for each major governmental fund for which an annual budget
has been adopted. For the General Fund, this comparison is presented as part of the required supplementary
information for the governmental funds. The budget-to-actual comparison for governmental funds other
than the General Fund, are provide as supplementary information within this report.

FACTORS AFFECTING FINANCIAL CONDITION

Economic Profile

During fiscal year 2023-2024 National City continued its economic recovery from the impacts of the
COVID-19 pandemic, building on the progress that began in fiscal year 2021. The National City
unemployment rate peaked in April 2020 at 18.8%, falling steadily throughout fiscal year 2021 and 2022,
and measured; at 5.1% as of June 2024.

During the budget development in the Spring of 2023, given continued uncertainty about how the City’s
revenue would be impacted by the unpredictable pandemic recovery and global supply chain issues, the
City budgeted sales tax revenue for fiscal year 2024 based on a 2.5% increase over FY 2023 actual sales
tax revenues.
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Sales tax is the City’s main revenue source, accounting for approximately 53% of General Fund resources.
In fiscal year 2024, 59% of sales tax revenue came from the Bradley-Burns uniform local tax and 41%
came from the National City voter-approved 1% district transactions and use tax (“Proposition D”’). Though
the City is heavily dependent upon retail sales-related tax revenues, it has, as Table 1 illustrates, a diversified
commercial, retail, and industrial presence, which reduces the impacts of economic downturns and helps it

recuperate steadily.

Table 1

SALES TAX BY BUSINESS GROUP

Restaurants &
Hotels
12%

General
Consumer
Goods
21%

Fuel & Service___——
Stations
6% Food & Drugs

2%

Autos &

Transportation

29%

Pool
18%

State & County

Bradley-Burns sales tax revenue increased in FY 2024 from FY 2023 by $853,937) or 3.72% while the
City’s District sales tax increased in FY 2024 by $791,651 or 5.12% over FY 2023.

The second largest revenue source for the City is
property tax revenue. During fiscal year 2024
assessed values of property within National City
increased for the thirteenth consecutive year. Net
taxable values rose by 7.0% for the fiscal year 2024
property tax rolls, with details in table 2. Between
June 2023 and June 2024, the median price in the
City for a detached single-family residential home
grew 17.4%, reaching an average price of $691,089
and a median home price of $705,500. The increase
in home prices is driven by demand outpacing
supply, a common situation that occurs throughout
San Diego County.

The City built a budget for fiscal year 2024 which
anticipated growing unassigned fund balance by

$1.9 million. Actual unassigned fund balance

revenues increasing by $5.5 million over budget

Table 2
Net Taxable Assessed Property Value History
Fiscal Year Total Increase Percent Cumulative
Ended June Assessed over Increase over  Increase Since
30 Valuation Prior Year Prior Year 2015
2015 3,354,840,139 100,050,287 3% 244,871,063
2016 3,440,631,221 85,791,082 26% 330,662,151
2017 3,588,038,313 147,407,092 4.3% 478,069,243
2018 3,877,829,380 289,791,067 8.1% 767,860,310
2018 4,057,201,760 179,372,380 46% 947,232,690
2020 4,279,008,825 221,807,085 55% 1,169,039,755
2021 4,607,750,481 328,741,656 7% 1.497,781.411
2022 4,703,355,402 95,604,921 2% 1593,386,332
2023 4,980,959,054 277603652 5.9% 1,870,989,984
2 218 322,822

and expenditure savings of approximately $13.0 million.
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The largest contributors to the increase in revenue was an increase in property tax by $1.1 million; total
Sales Tax of $1.6 million and investment income of 2.5 million. Personnel costs make up approximately
59% of the total General Fund’s budget. For the current fiscal year, the budget to actual expenditures for
personnel costs saw a positive variance of $5.3 million primarily due to vacant positions, however, total
overtime costs exceeded budget by $2.0 primarily in the Police and Fire departments.

Under the City’s General Fund, Maintenance & Operations (“M&O”) saw a savings of $1.0 million which
was realized across various accounts, particularly in contract services $774,000, and professional services
$333,000.

The capital projects category had a positive variance of $6.7 million between the budget and actuals. This
$6.7 million variance does not represent savings. Rather, it is unspent monies on specifically authorized
capital improvement projects that are still ongoing. The unspent appropriations were carried over to the
fiscal year 2024 budget and are reflected in the assigned fund balance component of the fund balance.

Regarding the City’s fund balance categories, the majority of the increase, $5.5 million, was to the General
Fund unassigned fund balance, which had a balance of $23.0 million as of June 30, 2023, and increased to
$26.7 million as of June 2024.

National City has a progressive history of commercial development, including the “Mile of Cars,” San
Diego County’s first major auto park, and Westfield Plaza Bonita, the County’s first indoor mall and largest
enclosed mall in the South San Diego Bay area. Both attract shoppers from throughout the County and
outlying areas and continue to be major revenue sources for the City. The Walmart Supercenter is the retail
hub of the City’s central section, generating significant tax revenue and bringing shoppers to nearby stores
and restaurants. Despite these successes, however, National City has experienced economic ebbs and flows
which have directly impacted community service levels. In 2005 and 2006, the City faced revenue shortfalls
and a structural deficit that led to reductions in services.

In response, National City voters in 2006 approved the “Proposition ‘D” transactions & use tax, which
produced a high of $16.3 million of revenue in fiscal year 2024. During the November 2014 General
Election, National City voters approved a measure extending the tax for an additional twenty years.
Proposition “D” has allowed the City to continue to provide important programs and services to its citizens.
During fiscal year 2022, the five-year Proposition D independent review committee convened and after a
thorough review of the City’s General Fund finances, recommended maintaining the current district
transactions and use tax rate of 1% for the following five years. City Council agreed with the
recommendation and therefore the tax rate will remain at 1% through fiscal year 2027.

Long-Term Financial Planning

During fiscal year 2020, City management reviewed and updated the City’s five-year strategic plan. Its
purpose is to:

e establish a long-range vision and direction for the City;

ensure all participants are working toward the same goals and objectives;

assess/adjust the direction of the organization given the current (and changing) environment;
communicate goals and initiatives of the organization; and

provide a basis for developing a work plan to ensure the goals and initiatives of the Strategic Plan are
carried out.
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City of National City Strategic Plan Goals
2020-2025
Balanced Budget & Economic Development
Communication & Outreach
Health, Environment, & Sustainability
Housing & Community Development
Parks, Recreation, & Library
Public Safety

Transportation Choices & Infrastructure

The City updates its five-year Capital Improvement Program (“CIP”’) annually. The CIP encompasses and
highlights some of the City’s needed infrastructure improvements. The City has identified approximately
$89 million in capital needs over the next five years. Funding comes from multiple sources, including
available fund balance, general purpose revenues, user fees, special tax revenues, and regional, state, and
federal funds. In addition to routine sewer, drainage, and transportation-related projects, the CIP includes
improvements to parks, recreation, and community services facilities and municipal buildings and facilities,
such as the library, community center, police department, and fire stations. Recently completed and
ongoing projects are described below under “Major Accomplishments and Initiatives.”

Funding Long-Term Liabilities

In November 2021, the City took action to refinance the City’s pension unfunded accrued liability owed to
CalPERS by issuing approximately $84M in Pension Obligation Bonds (POB). The issuance will provide
the City with about $20 million in savings over the term of the bonds by reducing the interest rate on the
liability from a then 7% (now 6.8%) charged by CalPERS, to an average bond interest rate of 3%. In
addition, the financing restructured the liability to smooth out future payments related to pension liabilities
over the following fourteen years. The payment smoothing will have the greatest impact on the next few
years, which would have had large spikes in payments owed to CalPERS had the POBs not been issued.

As part of the bond issuance process, the City had a credit rating review. The City’s general obligation bond
rating was upgraded from ‘A+’ to ‘AA-° stable. In the ratings report, S & P Global stated “the raised rating
reflects our view of the City’s significantly improved financial policies and practices coupled with strong
performance and very strong and consistent reserves.”

Reserves

A portion of the fund balance of the General Fund, the “Economic Contingency Reserve,” is committed to
strengthening the City’s ability to withstand unexpected financial emergencies and economic downturns.
During fiscal year 2021, City Council approved amendments to City Council Policy #201, Maintenance of
Reserve Funds. The City’s reserve policy establishes that the City will strive to accumulate and maintain
an Economic Contingency Reserve balance equal to a minimum of twenty percent (20%) of a single year’s
General Fund operating expenditures for these purposes. The amended policy also formalized using a
portion of General Fund unassigned fund balance as a reserve to be maintained at a minimum of ten percent
(10%) General Fund operating expenditures. As of June 30, 2024, based on the final FY 2024 General Fund
Budget of $75,200,881 less capital expenditures, the Economic Contingency Reserve is at 19.2% and the
General Fund unassigned fund balance is at 35.4% as defined by the policy.
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The 2021 revision to the reserve policy also updated the funding target for the Facilities Maintenance
Reserve to be three times the annual base needed for performing major maintenance on the City’s facilities,
which is defined as being 1.5% of the City’s General Fund operating expenditures. The policy also specifies
that the City’s annual budget includes funding for major maintenance in the amount of 1.5% of the General
Fund operating expenditures. Based on the FY 2024 General Fund Budget, the Facility Maintenance
Reserve is at 4.3% which is below the policy level of 4.5%. In accordance with the reserve policy, the
assets maintained in the Facilities Maintenance Reserve, as well as those in the Contingency Reserve,
described above, are designated as committed fund balance.

In addition to the Contingency Reserve and Facilities Maintenance Reserve, the City maintains a number
of other reserves, most of which have accumulated their minimum target balances, as of June 30, 2024.

Cash Management Policies and Practices

As National City’s governing body, the City Council is granted the authority to manage the City’s
investment program, pursuant to California Government Code Section 53600 et seq. Management
responsibility for the cash and investment of City funds is delegated to the Director of Finance and/or
Financial Services Officer.

The City annually adopts a comprehensive investment policy specifying investment objectives, such as type
and term of investments, reporting requirements, and investment oversight. The City’s investments
generally include US Treasury and Agency securities, Certificate of Deposit Account Registry Service
deposits, medium-term corporate notes, negotiable certificates of deposit, commercial paper, the State of
California’s Local Agency Investment Fund, and the County of San Diego Pooled Money Fund. See Note
2 for a list of the City’s authorized investments. The investment policy complies in all respects with State
laws governing deposit and investment of public funds.

The objective of the investment portfolio is to enhance the City’s cash resources, while meeting the short

and long term cash flow demands of the City. To achieve this objective, the portfolio is structured to provide
safety of principal and liquidity, while providing a reasonable return on investments.

MAJOR ACCOMPLISHMENTS AND INITIATIVES

The City of National City’s Capital Improvement Program (CIP) addresses the City’s initiatives of
enhancing public safety and quality of life, and promoting a healthy community. The following summary
contains notable projects that were recently completed, under construction or soon to be under construction.
Project names, descriptions, construction costs and completion dates are provided.

Infrastructure
Completed Projects FY 23-24

P-1 Sewer Upsize Project - Phase 11, CIP No. 20-01

e Project Cost: $1,478,225.71

e Completion Date: January 2024

o The scope of the P-1 Sewer Upsize Project - Phase II consisted of replacing approximately 600
linear feet of existing 8-inch sewer main with new 12-inch sewer main and approximately 400
linear feet with new 14-inch pipe. The area adjacent to the old land fill site (locally known
historically as the “Duck Pond”) and also a portion of the pipe alignment within developed private
property required trenchless installation using jack and bore construction.
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The existing 8-inch clay pipe, which was identified as undersized in the City’s Sewer Master Plan,
had reached the end of its useful life and therefore, needed to be replaced.

Sweetwater Road Bikeway, CIP No. 19-20

Project Cost: $3,175,016.43

Completion Date: May 2024

This project provided nearly 1.2 miles of protected bike facilities along Sweetwater Road and
extended the Class 1 bike path on Plaza Bonita Road to Sweetwater Road (0.4 miles). The project
included a road diet, bicycle-friendly intersection improvements, and pedestrian enhancements.
This new bicycle facility directly linked the City's bike network to the regional network.

National City Street Resurfacing Project FY 21-22, CIP No. 22-19

Project Cost: $2,398,563.39

Completion Date: October 2023

On November 17, 2020, the City Council authorized an agreement with Bucknam Infrastructure
Group (Bucknam), to prepare the Pavement Management Program (PMP) and to perform street
sign inventory. As part of the PMP, Bucknam conducted a pavement condition survey of all City
streets in order to identify the most cost-effective strategies to fund Capital Improvement Program
(CIP) projects to maintain and repair existing City streets. Based on the findings from the PMP,
staff prioritized the following City streets to be resurfaced:

National City Boulevard from 16th Street to 33™ Street

E. Plaza Boulevard from D Avenue to N Avenue

E. 16th Street between D Avenue and Highland Avenue

Mann Avenue from Beta Street to Alpha Street

Driveway for Fire Squad Station 33 (northeast side of 4™ and U Avenue)

Roosevelt Avenue from 8th Street to 15th Street

O O O O O O

Ongoing Projects

Bicycle Wayfinding Project, CIP No. 19-25

Project Cost: $336,990

Estimated completion Date: December 2025

The Bicycle Wayfinding Project, CIP 19-25, consists of the fabrication and installation of more
than 100 signs and five kiosks at key decision points throughout the City of National City’s recently
constructed bicycle network. The wayfinding signs will direct people on bikes to important
destinations such as schools, transit stations, community centers, and parks.

Paradise Creek Water Quality and Community Enhancement Project Phase II, CIP No. 19-11

Project Cost: $2,610,245.00

Estimated completion Date: August 2025

The Paradise Creek Water Quality and Community Enhancement project Ph. II, CIP 19-11 is the
second implementation phase that will provide immediate benefit to the creek and the community.
The first phase of the project included construction of a biofiltration detention basin for treatment
of the storm water flows collected from Paradise Creek. Also included in Phase I was the
installation of slope stability and erosion control measures surrounding the biofiltration basin and
construction of an access road for Public Works staff to provide maintenance of the creek. On
June 5, 2020, Phase I construction was completed.
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Eastside 1-805 Community Greenbelt Project, CIP No. 22-09

Project Cost: $3,155,990.50

Estimated completion Date: March 2025

The proposed project is a combination of public right-of-way, multi-use path, and local park
improvements. The project is located in the City of National City along the east side of Interstate
805 between Division Street and Plaza Boulevard. It addresses ongoing issues related to waste
debris, under-utilized public right-of-way, safety, and comfort. The project is intended to
implement a greenbelt for the neighborhoods on the east side of Interstate 805 between Division
Street and Plaza Boulevard. The project will also improve connections to El Toyon Elementary
School, Rancho de la Nacion Elementary School, El Toyon Park, and local shopping centers.

Parks & Facilities

Completed Projects FY 23-24

Kimball Park Dog Park and Tot Lot + Las Palmas Park Dog Park project, CIP No. 23-06

Project Cost: $1,036,359.28

Completion Date: April 2024

The project constructed new amenities and improvements at both Kimball and Las Palmas parks.
At Kimball Park construction included a dog park with dog agility equipment, chain link fence and
gate, trash receptacles, pet waste station, wood bench, concrete pathway, removal and replacement
of drinking fountain, removal and replacement of children play equipment and drainage system for
Tot Lot, batting cage, installation of baseball field infield mix, and baseball field storage container.
At Las Palmas Park improvements included a dog park with dog agility equipment, chain link fence
and gate, trash receptacles, pet waste station, wood bench, full square and circle metal benches,
solar lighting, removal and replacement of drinking fountain, handrail, and removal and
replacement of small section of sidewalk.

MLK Community Center, CIP No. 23-02

Project Cost: $665,867.02

Completion Date: April 2024

This project replaced the entry hallway and meeting/dining room floor and upgraded the kitchen
equipment at the Martin Luther King, Jr. Community Center, located at 140 E 12th Street.

Paradise Creek Educational Park Extension, CIP No. 19-33

Project Cost: $752,716.26

Completion Date: August 2023

This project involved the expansion of Paradise Creek Educational Park, located behind Kimball
Elementary School, with access from Hoover Avenue and W. 19th Street. Improvements included
the removal of existing asphalt pavement and concrete sidewalk at the northern entrance to the park
on Hoover Avenue and replacement with decomposed granite and permeable pavers for stormwater
infiltration; installation of new trees, native vegetation, and additional stormwater
treatment/infiltration features; construction of a community gathering area; traffic calming and
pedestrian enhancements such as pedestrian curb ramps for Americans with Disabilities Act (ADA)
compliance, curb extensions, a high-visibility crosswalk, and pedestrian actuated flashing
crosswalk signs at the intersection of W. 18™ Street and Hoover Avenue; and new bicycle facilities.
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Las Palmas Swimming Pool Renovation Project, CIP 22-01
e Project Cost: $3,447,287.51
e Completion Date: June 2024
o The scope of the Las Palmas Swimming Pool Renovation project included re-plastering, re-
decking and expanding the width of the pool by 10 feet. The pool's expansion was based on the
City Council's desire to increase the pool's capacity for both programming opportunities and
swimming time for City residents. The expansion of the width of the pool created positive
benefits for the community, including:
o A 100% increase in lap and recreational swimming for both programmed (fee-based) and
free swimming.
o Brought the pool to the standard size for competition at the high school and collegiate level.
o Created the ability to construct different configurations for pool usage, resulting in more
flexibility for programmed and free swim options simultaneously, increasing the overall
use of the pool.

Ongoing Projects

Police Pistol Range Safety Improvements, CIP 20-05
e Project Cost: $624,111
e Estimated completion Date: January 2025
e The firing range (Range), which is located within the National City Police Department headquarters,
is being updated to address insufficient air filtration of metal contaminated dust from the Range
and to address/enhance laminar air flow during multiple user training exercises.

Information on the City’s CIP projects can be found at:
https://www.nationalcityca.gov/government/engineering-public-works/engineering-division/capital-
improvement-projects-cip
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THE
P PUN GROUP

ACCOUNTANTS & ADVISORS

4660 La Jolla Village Drive, Suite 100
San Diego, California 92122
WwWw.pungroup.cpa

INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of National City, California (the “City”), as of and for the year
ended June 30, 2024, and the related notes to the basic financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of
the City, as of June 30, 2024, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinions

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

Responsibilities of Management for the Financial Statements

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

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

ORANGE COUNTY ¢ SAN DIEGO ¢ SACRAMENTO <« WALNUT CREEK * LASVEGAS -+ PHOENIX o°®



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

National City, California

Page 2

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with auditing standards generally accepted in the United States of America and
the Government Auditing Standards, we

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

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

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
City’s internal control. Accordingly, no such opinion is expressed.

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

e conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the City’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s Discussion
and Analysis, Budgetary Comparison Schedules, Schedule of Changes in the Net Pension Liability and Related Ratios,
Schedules of Pension Contributions, and Schedule of Changes in Total OPEB Liability and Related Ratios to be
presented to supplement the basic financial statements. Such information, although not a part of the financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the financial statements, and other knowledge we obtained during our audit of the financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.
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of the City of National City

National City, California
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Supplementary Information

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City’s basic financial statements. The Combining and Individual Non-Major Fund Financial Statements and the
Budgetary Comparison Schedules are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of America
and Government Auditing Standards. In our opinion, the Combining and Individual Non-Major Fund Financial
Statements and the Budgetary Comparison Schedules are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the introductory and statistical sections but does not include the basic financial statements and our auditor’s report
thereon. Our opinions on the basic financial statements do not cover the other information, and we do not express an
opinion or any form of assurance thereon.

In connection with our audits of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements, or
the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude that
an uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 12, 2025, on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the City’s
internal control over financial reporting and compliance.

e ot G0t T

San Diego, California
November 12, 2025
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Management’s Discussion and Analysis (Unaudited)

Management of the City of National City (the “City”) offers this narrative overview and analysis of the financial
activities of the City for the fiscal year ended June 30, 2024.

We encourage readers to consider the information presented here in conjunction with our letter of transmittal, which
can be found beginning on page V of this report. The intent of this discussion and analysis is to provide a summarized
view of the City’s financial performance, as a whole; therefore, readers should also review the basic financial statements
and supporting notes to enhance their understanding of the City’s financial performance.

Overview of the Financial Statements

This Management’s Discussion & Analysis (“MD&A”) is intended to serve as an introduction to the City’s basic
financial statements, which comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the basic financial statements.

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 government-wide
financial statements consist of the Statement of Net Position and the Statement of Activities.

The Statement of Net Position presents information on all of the City’s assets, liabilities, and deferred inflows and
outflows of resources, with the difference reported as net position. Over time, increases or decreases in the City’s net
position may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

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

The government-wide financial statements 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, public safety, transportation, community development, health, and culture and
recreation.

The government-wide financial statements report the activities of the City and its three blended component units: the
Housing Authority of the City of National City, the Parking Authority of the City of National City, and the National
City Joint Powers Financing Authority. Although legally separate, the component units function, for all practical
purposes, as departments of the City and, therefore, have been blended, as part of the primary government. The
Successor Agency to the Community Development Commission as the National City Redevelopment Agency
(“Successor Agency”) is included as a fiduciary component unit, since it would be misleading to exclude it, due to the
nature and significance of the relationship between it and the City. The activity of the Successor Agency is reported
with the City’s fiduciary funds, which are not included in the government-wide statements because the resources of
those funds are not available to support the City’s own programs.

The government-wide financial statements are presented using the accrual basis of accounting, which differs from the
modified accrual basis of accounting used for preparing the governmental fund financial statements. Note 1 of the Notes
to the Basic Financial Statements section fully describes these bases of accounting. Proprietary funds, discussed below,
also are reported using the accrual basis of accounting.



The government-wide financial statements can be found on pages 18-20 of this report.

Fund Financial Statements. A fund is a grouping of related accounts used to maintain control over resources that have
been segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. In the basic financial
statements, the emphasis is on major funds. Each of the City’s funds falls into one of three categories: governmental,
proprietary, or fiduciary.

Governmental Funds. Governmental funds are used to account for the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial statements, the
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
the City’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers can better understand the long-term impact
of the government’s near-term financing decisions. Reconciliations between the government-wide financial statements
and the governmental fund financial statements are included as part of the basic financial statements. The major
reconciling items relate to capital assets and debt. In the governmental funds, acquisitions of capital assets are treated
as “expenditures,” because, upon purchase of a capital asset, cash used to acquire it is no longer available for other
purposes. The issuance of debt provides cash, which is then available for specified purposes. At the end of the fiscal
year, the unassigned fund balances in the governmental fund financial statements reflect spendable resources available
for appropriation by the City Council. Spendable balances are not presented on the face of the government-wide
financial statements.

The City maintains forty-seven individual governmental funds, including the General Fund. Information is presented
separately in the governmental funds’ Balance Sheet and Statement of Revenues, Expenditures, and Changes in Fund
Balance for the General Fund, Housing Fund, Housing Choice Voucher (aka “Section 8”) Program Fund, Sewer Service
Fund and American Rescue Plan Act (ARPA) Fund, all of which are major funds. The City’s other governmental funds
are considered non-major, and their data are combined into a single, aggregated presentation.

The governmental fund financial statements can be found on pages 24-30. Individual fund information for each of the
non-major governmental funds is provided in the form of combining statements and can be found on pages 114-119.

The City adopts annual budgets for its General, Housing, Housing Choice Voucher Program, Sewer Service, and the
American Rescue Plan Act (ARPA) Funds. Budgetary comparison statements, found on pages 96-100, have been
provided, to reflect compliance with these budgets.

Proprietary Funds. The City maintains two types of proprietary funds: enterprise and internal service. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide financial statements.
Internal service funds are used to accumulate and allocate costs internally among the City’s functions. The City has
seven internal service funds: the Facilities Maintenance Fund, the Liability Insurance Fund, the Information Systems
Maintenance Fund, the Motor Vehicle Services Fund, the Equipment Replacement Reserve Fund, the Office Equipment
Depreciation Fund, and the Telecommunications Revolving Fund. Because these services predominantly benefit
governmental, rather than business-type, functions, their financial information is included within the governmental
activities in the government-wide financial statements.

Proprietary fund financial statements provide the same type of information as the government-wide financial statements
(business-type activities), only in more detail. The internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements.

The proprietary fund financial statements can be found on pages 33-35. Individual fund data for the internal service
funds is provided in the form of supplementary combining statements and can be found on pages 130-137.



Fiduciary Funds. Fiduciary funds are used to account for activities for which the City’s role is purely custodial. The
fiduciary funds of the City are the Agency Funds (comprising the COBRA Insurance Fund and Miscellaneous Deposits
Fund) and the Successor Agency Private-purpose Trust Fund. These funds are not reflected in the government-wide
financial statements because the resources of the funds are not available to support the City’s programs. The accounting
used for fiduciary funds is much like that used for proprietary funds.

The fiduciary fund financial statements can be found on pages 39 and 40.

Notes to the Basic Financial Statements. The Notes to the Basic Financial Statements section provides additional
information essential for a full understanding of the data provided in the government-wide financial statements. The
Notes to the Basic Financial Statements section begins on page 45.

Other Information. In addition to the basic financial statements and accompanying notes, this report presents certain
required supplementary information concerning the City’s progress in funding its obligation to provide pension and
other postemployment benefits (“OPEB”) to its employees. Required supplementary information can be found on pages
93-107.

The combining statements referred to earlier in connection with non-major governmental funds and internal service
funds are presented on pages 114-119 and 130-137, respectively.

Government-wide Financial Analysis

As noted earlier, over time, a government’s net position may serve as a useful indicator of its financial position. Table
1 below presents a summarization of the City’s assets, liabilities, deferred outflows and inflows, and net position for its
governmental and business-type activities.

TABLE 1

NET POSITION
For the years ended June 30, 2024 and 2023

Governmental
Activities
2024 2023 $ Change % Change
Current and Other Assets 213,314,961 208,857,933 § 4,457,028 2.13%
Capital Assets, Net 186,819,555 178,444,289 8,375,266 4.69%
TOTAL ASSETS 400,134,516 387,302,222 12,832,294 3.31%
Deferred Outflows of Resources 30,311,682 36,158,165 (5,846,483) -16.17%
Current Liabilities 26,704,420 29,862,468 (3,158,048) -10.58%
Long-term Liabilities 150,084,042 148,563,951 1,520,091 1.02%
TOTAL LIABILITIES 176,788,462 178,426,419 (1,637,957) -0.92%
Deferred Inflows of Resources 5,889,854 8,483,849 (2,593,995) -30.58%
Net Position:
Net Investment in
Capital Assets 180,196,910 170,389,264 9,807,646 5.76%
Restricted 110,060,972 106,369,321 3,691,651 3.47%
Unrestricted (Deficit) (42,490,000) (40,208,465) (2,281,535) 5.67%
TOTAL NET POSITION 247,767,882 236,550,119  $ 11,217,762 4.74%




The City’s assets and deferred outflows of resources exceeded its liabilities and deferred inflows of resources by
$206,036,990 at June 30, 2024, an increase of $59,146,860 from June 30, 2023. By far, the largest portion of the City’s
net position, $180,196,910 is its investment in capital assets (i.e., land, buildings, machinery, equipment, and
infrastructure less the associated debt on these assets). These capital assets are used to provide services to citizens and,
consequently, are not available for future spending. Although the City’s investment in its capital assets is reported net
of related debt, it should be noted that the resources needed to repay this debt must be provided from other resources,
since the capital assets themselves cannot be used to liquidate the liabilities.

Another portion of the City’s net position, $110,060,972, represents resources that are subject to external restrictions
on how they may be used. The remainder of net position, unrestricted deficit in net position, increased $2,281,535 year
over year. The $9,807,646 increase in capital assets was the main driver of the overall gain in net position between 2024
and 2023.

TABLE 2

CHANGES IN NET POSITION
For the years ended June 30, 2024 and 2023

Governmental
Activities
2024 2023 $ Change % Change
REVENUES:
Program revenues:
Charges for services $ 23,218,318 $ 38,087,351 $ (14,869,033) -39.04%
Operating grants and
contributions 29,396,626 18,456,518 10,940,108 59.28%
Capital grants and
contributions 218,889 7,090,261 (6,871,372) -96.91%
Total program revenues 52,833,833 63,634,130 (10,800,297) -16.97%
General revenues:
Taxes:
Property taxes 18,689,432 17,559,333 1,130,099 6.44%
Sales taxes 40,326,068 38,678,895 1,647,173 4.26%
Franchise taxes 3,400,238 2,490,691 909,547 36.52%
Business license taxes 871,831 935,316 (63,485) -6.79%
Transient occupancy taxes 2,042,380 2,488,614 (446,234) -17.93%
Total taxes 65,329,949 62,152,849 3,177,100 5.11%
Investment earnings (loss) 7,782,297 1,358,614 6,423,683 472.81%
M iscellaneous 276,557 194,882 81,675 41.91%
Total general revenues 73,388,803 63,706,345 9,682,458 15.20%
TOTAL REVENUES 126,222,636 127,340,475 (1,117,839) -0.88%
EXPENSES:
General government 15,511,130 12,467,497 3,043,633 24.41%
Public safety 49,930,158 50,093,848 (163,690) -0.33%
Transportation 9,528,332 9,619,556 (91,224) -0.95%
Community development 19,932,582 17,168,341 2,764,241 16.10%
Health 9,004,358 9,301,026 (296,668) -3.19%
Culture and leisure 9,920,765 9,651,503 269,262 2.79%
Interest on long-term debt 1,177,548 3,367,717 (2,190,169) -65.03%
TOTAL EXPENSES 115,004,873 111,669,488 3,335,385 2.99%
CHANGE IN NET POSITION 11,217,763 15,670,987 (4,453,224) -28.42%
NET POSITION, BEGINNING OF YEAR 236,550,119 220,879,132 15,670,987 7.09%
NET POSITION, END OF YEAR $ 247,767,882 § 236,550,119 § 11,217,763 4.74%




Table 2 provides a condensed summary of activities of the City’s government for the period ended June 30, 2024, with
the prior fiscal year presented for comparative purposes. The $11,217,763 (4.74%) increase in the City’s total net
position is the result of overall revenues exceeding expenses with investment earnings, representing the largest single
increase in revenues were up $6,423,683 (472.81%) over June 30, 2023. During the fiscal year the City was able to take
advantage of higher-than-normal interest rates as the Federal Reserve raised the Federal Fund Rate to 5.33% in
August 2023 as a means to combat the growing inflation rate, this interest rate remained in effect throughout the entire
fiscal year. The Federal Fund Rate had not reached this level since March 2001. The Governmental and Business-type
operating results for the current fiscal year are provided in greater detail on page 24.

Governmental Activities. The City’s total revenues from governmental activities were $126,222,636 for the fiscal year
ended June 30, 2024, decreasing $1,117,839 or 0.88%, compared to the prior year. The largest source of revenue for
the City, at 31.95%, is sales-related taxes (comprising sales & use tax and district transaction & use tax). Revenues
from sales-related taxes increased by $1,647,173 or 4.26%. Property tax which represents property-related taxes (real
property taxes, personal property taxes, and property tax in lieu of vehicle license fee [“VLF”’]), increased $1,130,099
or 6.44% compared to FY 2023, moistly due to the full increase in assessed values of 2% set by the County Assessor’s
Office and the increase in assessed values from the turnover of home sales within the City. The remaining taxes,
Franchise, Business License and Transient Occupancy Tax represents 8.9% of the City’s total revenues increased by
$399,828 or 6.76%.

Capital grants and contributions for governmental activities ended the fiscal year at $218,889, for a 96.91% decrease
from the prior year. The primary driver of this decrease was due to the completion of several capital projects in FY
2023 which were funded under the American Rescue Plan Act. Charges for services decreased by $14,869,033, or
39.04%, compared to the prior fiscal year as the accounting of funding for the pension obligation bond (POB) was
treated as a charge for services during the prior fiscal year while during the current fiscal year these proceeds were
treated as a transfer from other funds to the POB fund. Lastly, operating grants and contributions increased by
$10,940,108, or 59.28%.

The City’s expenses for governmental activities cover a wide array of services, with $49,930,158, or 43.42%, for fiscal
year 2024 related to public safety and $15,511,130, or 13.49%, to general government activities. Overall, expenses for
governmental activities rose $3,335,385, or 2.99%, with the primary driver of the increase due to growth in general
government and community development and decline in long-term debt interest payments.

Financial Analysis of the City’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 useful in assessing the City’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

The City’s classifications of fund balance comprise a hierarchy based on the extent to which the City is bound to observe
constraints imposed upon the use of the financial resources of the funds. Fund balance is reported in five categories,
based upon the following defining characteristics:

= non-spendable — either not in spendable form or legally or contractually required to be maintained intact;
= restricted fund — subject to externally enforceable limitations by law, enabling legislation, or limitations imposed by
creditors or grantors;

= committed — may be spent only for the specific purposes determined by formal action of the government’s highest
level of decision-making authority (City Council) and, therefore, may be used for different purposes only upon the
government’s taking the same formal action that imposed the original constraint;

= assigned — constrained by the City’s intent to utilize fund balance for specific purposes;
= unassigned — fund balance not falling in any of the foregoing categories and available for spending at the City’s
discretion.



TABLE 3

GOVERNMENTAL FUNDS SUMMARY
For the years ended June 30, 2024 and 2023

General Fund Other Governmental Funds Total Governmental Funds
2024 2023 2024 2023 2024 2023

Total Assets $ 76,827,786 $ 72,283,735 $ 117,817,550 $ 118,481,803 $ 194,645336 $ 190,765,538
Total Liabilities 6,351,699 6,879,016 18,041,704 21,523,835 24,393,403 28,402,851
Total Deferred Inflows of Resources 2,576,494 3,029,498 423918 487,703 3,000,412 3,517,201
Fund Balances

Non-spendable 4,085,866 4,094,518 25,805 25,805 4,111,671 4,120,323

Restricted 10,781,807 9,956,427 101,164,731 97,320,165 111,946,538 107,276,592

Committed 15,680,000 15,680,000 - - 15,680,000 15,680,000

Assigned 10,697,013 9,604,056 - - 10,697,013 9,604,056

Unassigned 26,654,907 23,040,220 (1,838,608) (875,705) 24,816,299 22,164,515

Total fund balance 67,899,593 62,375,221 99,351,928 96,470,265 167,251,521 158,845,486
Total liabilities, deferred inflows of
resources, and fund balances $ 76,827,786 $ 72,283,735 $ 117,817,550 $ 118,481,803 $ 194,645336 $ 190,765,538

The table above summarizes the balance sheet of the City’s General Fund and other governmental funds.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of
$167,251,521, an increase of $67,284,555 over the prior year. The restricted component represents the largest portion,
$111,946,538, of the ending fund balance which includes the two bank notes the City holds pertaining to the sale of
Kimball & Morgan Towers.

The General Fund is the principal operating fund of the City. At the end of the current fiscal year, the total fund balance
of the General Fund increased to $67,899,593 in comparison to $62,375,221 in the prior fiscal year, an increase of
$5,524,372. General Fund revenues grew $4,167,479, or 5.97%, with increases of $2,841,422 in taxes, and $3,404,295
in use of money and property. Revenue decreased by $363,033 from charges for services, $1,429,765 from other
revenues, and $55,174 from licenses and permits. Fines and forfeitures and intergovernmental revenues decreased by
$212,563, and $17,703 respectively. General Fund expenditures decreased by $1,758,824, with a majority of the
decrease in the public safety mostly due to vacant positions and capital outlay due to delayed project construction.

The fund balance classification for the General Fund and other major funds can be found on page 90, in Note 14 of the
Notes to Financial Statements section.

Proprietary Funds. As noted earlier, the City’s proprietary funds provide the same type of information found in the

government-wide financial statements, but in more detail. Factors concerning the finances of these funds have already
been addressed in the discussion of the City’s business-type activities.
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General Fund Budgetary Highlights

Below in Table 4, shows the of the General Fund actual to budget comparison for fiscal year 2024. The City’s General
Fund is the City’s largest discretionary fund and is the primary operating fund for the City. The original adopted budget
for the General Fund anticipated a deficit of $1,046,190 which including net transfers-out of $993,946 however, the
General Fund ending June 30, 2024, actual revenues exceeded net expenditures and transfers-out by $5,524,372
increasing the ending fund balance to $67,899,593.

TABLE 4

For the year ended June 30, 2024

Variance with
Original Budget Final Budget Actual Amounts Final Budget

Total Revenues $ 68,111,577 $ 68,190,313 $§ 73,969,629 $ 5,779,316
Expenditures:
General government 11,514,687 11,667,405 9,781,914 1,885,491
Public safety 43,208,928 43,529,117 40,982,897 2,546,220
Transportation 4,633,703 5,754,954 4,858,238 896,716
Community development 289,232 289,232 227,624 61,608
Culture and leisure 4,700,277 4,852,508 3,850,661 1,001,847
Capital outlay 3,310,000 8,600,671 1,939,247 6,661,424
Principal 324,738 324,738 356,664 (31,926)
Interest on long-term debt 182,256 182,256 172,753 9,503
Total expenditures 68,163,821 75,200,881 62,169,998 13,030,883
Revenues over (under) expenditures (52,244) (7,010,568) 11,799,631 18,810,199
Other Financing Sources (993,946) (1,267,446) (6,275,259) (5,007,813)
Net change in fund balance $ (1,046,190) $ (8,278,014) 5,524,372 $ 13,802,386
Beginning fund balance 62,375,221
Ending fund balance $ 67,899,593

Actual amounts differed from the final General Fund budget as follows:

* Actual revenues were $5,779,316 more than the final budget. The two largest revenues sources for the General
Fund consist of property tax and sales tax which exceed their respective budget by $868,827 and 697,816. The
largest single variance was reflected in interest income which exceeded budget by $2,679,115 as a result of high
interest rates throughout the entire fiscal year.

» Actual expenditures were less than their overall budgeted amount by $13,030,883. The most significant variance
of $6,661,424 is attributable to unspent appropriations for capital projects not completed during the year. Capital
budget appropriations are carried over to the following fiscal year and reflected in the committed portion of fund
balance.
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Capital Asset and Debt Administration

Capital Assets. The City’s investment in capital assets (net of accumulated depreciation and amortization) for
governmental and business-type activities, as of June 30, 2024, amounted to $186,819,555. This investment includes
land, rights of ways, construction in progress, buildings and improvements, machinery, and infrastructure. Infrastructure
assets represented 45.48% of total combined assets.

TABLE S

CAPITAL ASSETS AT YEAR-END
(NET OF DEPRECIATION AND AMOTIZATION)
For the years ended June 30, 2024 and 2023

Governmental
Activities
2024 2023 $ Change % Change
Land $ 25597,009 $ 25,597,009 $ - 0.00%
Right-of-way 4,245,088 4,245,088 - 0.00%
Construction in progress 44,560,120 38,237,313 6,322,807 16.54%
Buildings and improvements 19,845,330 21,827,709 (1,982,379) -9.08%
M achinery and equipment 6,750,272 6,062,497 687,775 11.34%
Infrastructure 84,957,832 81,547,231 3,410,601 4.18%
Right-to-use lease assets 101,445 101,445 - 0.00%
Radio rights 762,459 825,997 (63,538) -7.69%
TOTALS $ 186,819,555 § 178,444,289 §$ 8,375,266 4.69%

Construction in progress totaled $44,560,120, which included new spending of $6,322.807. Depreciation and
amortization expense during the fiscal year was $7,237,993 for governmental activities.

Additional information on the City’s capital assets can be found in Note 6 on page 68 of this report.

Long-term Debt. At the end of the current fiscal year, the City had total debt outstanding of $84,185,891.

TABLE 6

OUTSTANDING LONG-TERM DEBT
For the years ended June 30, 2024 and 2023

Governmental
Activities
2024 2023 $ Change % Change
2012 General Obligation Refunding Bonds ~ $ 1,845,000 $ 2,175,000 $ (330,000) -15.17%
Bond Premium 6,418 8,023 (1,605) -20.00%
HUD 108 Bonds, Series A - 605,000 (605,000) -100.00%
2017 Clean Energy Bonds 1,715,365 1,800,000 (84,635) -4.70%
2017 Lease Revenue Bonds 2,622,125 2,743,061 (120,936) -4.41%
2021 Pension Obligation Bonds 77,675,000 81,330,000 (3,655,000) -
Bond Premium (128,554) (135,696) 7,142 -
Notes payable 282,867 418,569 (135,702) -32.42%
Lease liabilities 167,670 326,372 (158,702) -48.63%
TOTALS $ 84,185891 § 89,270,329 $§ (5,084,438) -5.70%

The City’s total debt decreased by $5,084,438 during the fiscal year 2024. The net decrease is due from debt that was
retired due to the payment of principal on the City’s debt. As of November 2021, the City’s general obligation bond
rating is “AA-.” Additional information on the City’s long-term debt can be found in Note 7 on pages 69-74 of this
report.
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Economic Factors and Next Year’s Budget

Many economic factors were considered in the development of the City’s fiscal year 2025 budget. The most significant
factors are described below.

Property values continue to rise significantly throughout California and the San Diego County area resulting in increases
to total assessed property valuation in the City. However, since assessed value increases are capped at 2% per year per
Proposition 13, the City is only seeing consistent increases of 2% to 3% per year in property tax revenue. As a result, the
projected increase in property tax revenues in the fiscal year 2025 budget is approximately 3.0% above the actual
revenues received in the prior year.

Fiscal year 2024 actuals for sales & use tax and district transactions and use tax revenue combined exceed budget
estimates and expectations as inflation grew but consumer spending remained high. Sales & use tax and district
transactions & use tax revenues are budgeted at a combined $39.5 million for fiscal year 2025, a slight increase over
fiscal year 2024 revised budget projections. Staff forecasts year over year growth of 1.01% for fiscal year 2025 as interest
rates increases, inflation, and a possible recession slow down the economy. Beyond fiscal year 2025, the City is
forecasting sales tax revenue growth of 0.25% per year.

Fiscal year 2024 was the seventeenth full year of collection of the City’s 1% district transactions & use tax. The tax
measure (“Proposition ‘D”’) was approved by National City voters in June 2006 and became effective in October 2006.
The initial measure was effective for a period of ten years; however, in November 2014, voters approved a measure to
extend the tax for an additional twenty years.

The tax now generates approximately $16 million in revenue annually, allowing the City to continue to provide important
programs and services to its citizens. In accordance with the measure, every five years an independent committee is
appointed to evaluate the status of the district transactions and use tax. The committee’s purpose is to report a
recommendation to City Council on whether the tax should remain in effect at the rate of one percent, or whether the
rate should be reduced, or the tax terminated. In fiscal year 2022, an independent evaluation committee convened and
recommended to City Council to maintain the current tax rate of 1% for an additional five-year period. City Council
approved the recommendation.

Requests for Information
This financial report is designed to provide a general overview of the City’s finances for all those interested. Questions

concerning any information provided in this report or requests for additional financial information should be addressed
to the Director of Finance, 1243 National City Boulevard, National City, CA 91950.
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City of National City
Statement of Net Position
June 30, 2024

ASSETS

Current assets:

Cash and investments
Receivables:

Accounts

Taxes

Leases

Interest
Due from other governments
Land held for resale
Inventories and prepaid items

Total current assets

Noncurrent assets:
Restricted cash and investments:
Section 115 pension trust
Section 115 OPEB trust
Held by fiscal agent
Leases receivable
Loans receivable
Non-depreciable capital assets
Depreciable/amortizable capital assets, net

Total noncurrent assets

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred loss on refunding
Pension-related deferred outflows
OPEB-related deferred outflows

Total deferred outflows of resources

See accompanying Notes to the Basic Financial Statements.
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Governmental
Activities

$

137,608,414

2,981,071
7,754,525
395,183
717,776
109,370
4,866,182
171,110

154,603,631

7,222,427
3,539,380
10,334
2,339,583
45,599,606
74,402,217
112,417,338

245,530,885

400,134,516

16,800
29,857,777
437,105

30,311,682




City of National City
Statement of Net Position (Continued)

June 30, 2024
Governmental
Activities
LIABILITIES
Current liabilities:
Accounts payable $ 5,149,911
Due to other governments 61,220
Accrued liabilities 2,813,703
Interest payable 219,613
Unearned revenue 8,327,791
Total OPEB liability - due within one year 330,824
Compensated absences - due within one year 2,711,493
Claims payable - due within one year 2,541,967
Long-term debt - due within one year 4,547,898
Total current liabilities 26,704,420
Noncurrent liabilities:
Developer deposits 1,156,042
Total OPEB liability 4,651,936
Aggregate net pension liability 52,260,932
Compensated absences - due in more than one year 1,986,106
Claims payable - due in more than one year 10,391,033
Long-term debt - due in more than one year 79,637,993
Total noncurrent liabilities 150,084,042
Total liabilities 176,788,462
DEFERRED INFLOWS OF RESOURCES
Pension-related deferred inflows 2,144,838
OPEB-related deferred inflows 1,168,522
Lease-related 2,576,494
Total deferred inflows of resources 5,889,854
NET POSITION
Net investment in capital assets 180,196,910
Restricted:
General services 27,775,884
Community development 20,000
Public safety 320,086
Housing 65,602,772
Debt service 964,910
Capital projects 4,615,513
Investment in Section 115 OPEB trust 3,539,380
Investment in Section 115 pension trust 7,222,427
Total restricted 110,060,972
Unrestricted (deficit) (42,490,000)
Total net position $ 247,767,882

See accompanying Notes to the Basic Financial Statements.
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City of National City
Statement of Activities
For the Year Ended June 30, 2024

Net (Expense)
Revenue and
Changes in
Program Revenues Net Position
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Primary government:
Governmental activities:
General government $ 15,511,130 $ 2,814,908 $ 7,627,437 $ - $ (5,068,785)
Public safety 49,930,158 3,774,597 1,283,779 218,889 (44,652,893)
Transportation 9,528,332 3,526,439 - - (6,001,893)
Community development 19,932,582 171,785 19,850,943 - 90,146
Health 9,004,358 12,572,073 16,177 - 3,583,892
Culture and leisure 9,920,765 358,516 618,290 - (8,943,959)
Interest on long-term debt 1,177,548 - - - (1,177,548)
Total governmental activities 115,004,873 23,218,318 29,396,626 218,889 (62,171,040)
General revenues:
Taxes:
Property taxes 18,689,432
Sales taxes 40,326,068
Franchise taxes 3,400,238
Business license taxes 871,831
Transient occupancy taxes 2,042,380
Total taxes 65,329,949
Investment earnings 7,846,082
Miscellaneous 276,557
Total general revenues 73,452,588
Change in net position 11,281,548
Net position - beginning of year 236,550,119
Net position - end of year $ 247,831,667

See accompanying Notes to the Basic Financial Statements.
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GOVERNMENTAL FUND
FINANCIAL STATEMENTS

General Fund - This is the primary operating fund of the City. It is used to account for all revenues and expenditures
that are not required to be accounted for in another fund.

Housing Asset Fund - This fund is used to account for activities of housing assistance and assistance to low income
families.

Housing Choice Voucher Program ("Section 8'") Fund - This fund is used to account for the activities of housing
assistance program funded by HUD. The program provides rental assistance to low income families by subsidizing a
portion of the rent directly to landlords on behalf of very low income households.

Sewer Service Fund - This fund is used to account for the collection of sewer connection fees and monthly sewer
service charges used for the construction and maintenance of City sewers.

ARPA Special Revenue Fund - This fund is used to account for the proceeds and expenditures of the American
Recovery Plan Act funding received by the City.

Other Special Revenue Fund - This represents a combination of minor and less active funds that the City has combined
for reporting purposes.

Housing Authority Special Revenue Fund - This fund is used to account for the activities of the development of a
viable urban community by providing decent housing, a suitable living environment, and expanding economic

opportunities, principally for persons with low and moderate incomes.

POB Debt Service Fund - This fund is used to account for the sources and uses of and debt service on the 2021 Pension
Obligation Bonds.
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City of National City
Balance Sheet
Governmental Funds

June 30, 2024
Major Funds
Housing Choice
Housing Asset Voucher Program Sewer Service ARPA
General Special Revenue Special Revenue Special Revenue Special Revenue
Fund Fund Fund Fund Fund
ASSETS
Cash and investments $ 41,034,919 $ 1,108,927 $ 875,409 $ 29,252,011 $ 6,371,056
Receivables:
Accounts 2,636,517 - 72,891 109,747 -
Taxes 7,450,524 - - 5,373 -
Interest 429,550 5,393 - 148,130 -
Leases 2,734,766 - - - -
Loans - 10,359,183 - - -
Due from other funds 7,657,165 - - - -
Due from other governments 36,672 - - 4,563 -
Inventories and prepaid items 64,684 - - - -
Land held for resale 4,021,182 845,000 - - -
Restricted cash and investments:
Investment in Section 115 pension trust 7,222,427 - - - -
Investment in Section 115 OPEB trust 3,539,380 - - - -
Total assets $ 76,827,786 $ 12,318,503 $ 948,300 $ 29,519,824 § 6,371,056
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES
Liabilities:
Accounts payable $ 2,403,251 $ - 3 19,609 $ 139,572 $ 264,449
Due to other governments 61,220 - - - -
Accrued liabilities 2,439,903 8,298 53,342 25,002 -
Due to other funds - - - - -
Deposits 118,052 - - - -
Unearned revenue 1,329,273 - - - 6,106,607
Total liabilities 6,351,699 8,298 72,951 164,574 6,371,056
Deferred inflows of resources:
Lease-related 2,576,494 - - - -
Unavailable revenues - - - - -
Total deferred inflows of resources 2,576,494 - - - -
Fund Balances:
Nonspendable 4,085,866 - - - -
Restricted 10,781,807 12,310,205 875,349 29,355,250 -
Committed 15,680,000 - - - -
Assigned 10,697,013 - - - -
Unassigned (deficit) 26,654,907 - - - -
Total fund balances 67,899,593 12,310,205 875,349 29,355,250 -
Total liabilities, deferred inflows of
resources, and fund balances $ 76,827,786  $ 12,318,503 $ 948,300 $ 29,519,824 $ 6,371,056

(Continued)

See accompanying Notes to the Basic Financial Statements.
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City of National City
Balance Sheet (Continued)
Governmental Funds

June 30, 2024
Major Funds
Housing Total
Other Authority POB Non-major Total
Special Revenue Special Revenue  Debt Service ~ Governmental ~ Governmental
Fund Fund Fund Funds Funds
ASSETS
Cash and investments $ 7935710 § 17,838,723 $ 9,699 $ 7,006,443 $ 111,432,897
Receivables:
Accounts 3,867 45 - 97,686 2,920,753
Taxes 68 - - 298,560 7,754,525
Interest 18,328 91,931 - 24,444 717,776
Leases - - - - 2,734,766
Loans - 34,908,623 - 331,800 45,599,606
Due from other funds - - - - 7,657,165
Due from other governments 7,210 - - 60,925 109,370
Inventories and prepaid items - 25,805 - - 90,489
Land held for resale - - - - 4,866,182
Restricted cash and investments:
Investment in Section 115 pension trust - - - - 7,222,427
Investment in Section 115 OPEB trust - - - - 3,539,380
Total assets $ 7,965,183 $ 52,865,127  $ 9,609 $ 7,819,858 $ 194,645,336
LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES
Liabilities:
Accounts payable $ 1,044,692 §$ 125,699  $ -3 404,411 $ 4,401,683
Due to other governments - - - - 61,220
Accrued liabilities 33,652 5,626 - 223,679 2,789,502
Due to other funds 5,858,438 - - 1,798,727 7,657,165
Deposits 949,717 88,273 - - 1,156,042
Unearned revenue - 890,823 - 1,088 8,327,791
Total liabilities 7,886,499 1,110,421 - 2,427,905 24,393,403
Deferred inflows of resources:
Lease-related - - - - 2,576,494
Unavailable revenues - 423,918 - - 423918
Total deferred inflows of resources - 423,918 - - 3,000,412
Fund Balances:
Nonspendable - 25,805 - - 4,111,671
Restricted 78,684 51,304,983 9,699 7,230,561 111,946,538
Committed - - - - 15,680,000
Assigned - - - - 10,697,013
Unassigned (deficit) - - - (1,838,608) 24,816,299
Total fund balances 78,684 51,330,788 9,699 5,391,953 167,251,521
Total liabilities, deferred inflows of
resources, and fund balances $ 7,965,183 $ 52,865,127 % 9,699 $ 7,819,858 $ 194,645,336

See accompanying Notes to the Basic Financial Statements.
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City of National City
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Position
June 30, 2024

Total Fund Balances - Total Governmental Funds
Amounts reported for governmental activities in the Statement of Net Position were different because:

Capital assets used in governmental activities were not financial resources and therefore were not reported in
governmental funds.

Government-wide Statement of Net Position

Less: internal service funds' capital assets

Total capital assets

Interest payable on long-term debt did not require current financial resources. Therefore, interest payable was not
reported as a liability in Governmental Funds Balance Sheet (net of $2,069 in internal service funds).

Long-term liabilities were not due and payable in the current period and therefore were not reported in the
governmental funds.
Amount reported in Government-wide Statement of Net Position:
Compensated absences - due within one year
Compensated absences - due in more than one year
Claims payable - due within one year
Claims payable - due in more than one year
Long-term debt - due within one year
Long-term debt - due in more than one year
Aggregate net pension liability
Total OPEB liability - due within one year
Total OPEB liability - due in more than one year

Less: amount reported in internal service funds
Leases payable - due within one year
Compensated absences - due within one year
Claims payable - due within one year
Claims payable - due in more than one year

Net long-term liabilities

Deferred outflows of resources related to pensions are not available for current period and, therefore, are deferred in
the governmental funds or not recorded in the governmental funds.

Deferred outflows of resources related to OPEB are not available for current period and, therefore, are deferred in the
governmental funds or not recorded in the governmental funds.

Deferred inflows of resources related to pensions are not available for current period and, therefore, are deferred in the
governmental funds or not recorded in the governmental funds.

Deferred inflows of resources related to OPEB are not available for current period and, therefore, are deferred in the
governmental funds or not recorded in the governmental funds.

Deferred amounts on refunding are not available for current period and, therefore, are deferred in the governmental
funds or not recorded in the governmental funds.

Unavailable revenues are deferred in the governmental funds, but are recognized as revenues in the Government-wide
statement of Net Position.

Internal service funds were used by management to charge the costs of certain activities to individual funds. The assets
and liabilities of the internal service funds were included in governmental activities in the Government-wide Statement
of Net Position.

Net Position of Governmental Activities

See accompanying Notes to the Basic Financial Statements.
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$ 167,251,521

186,819,555
(5,557,354)

181,262,201

(217,544)

(2,711,493)
(1,986,106)
(2,541,967)

(10,391,033)
(4,547,898)

(79,637,993)

(52,260,932)

(330,824)
(4,651,936)

(159,060,182)

167,670
161,728
2,541,967
10,391,033

13,262,398

(145,797,784)

29,857,777

437,105

(2,144,838)

(1,168,522)

16,800

423,918

17,847,248

$ 247,767,882




City of National City

Statement of Revenues, Expenditures, and Changes in Fund Balance

Governmental Funds
For the Year Ended June 30, 2024

REVENUES:

Taxes

Licenses and permits

Fines and forfeitures

Use of money and property
Intergovernmental

Charges for services

Other revenues

Total revenues

EXPENDITURES:

Current:
General government
Public safety
Transportation
Community development
Health
Culture and leisure
Capital outlay
Debt service:
Principal
Interest and fiscal charges

Total expenditures

REVENUES OVER

(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):

Transfers in
Transfers out

Total other financing sources (uses)

CHANGES IN FUND BALANCES

FUND BALANCES:
Beginning of year
End of year

Major Funds
Housing Choice
Housing Asset ~ Voucher Program  Sewer Service ARPA
General Special Revenue  Special Revenue  Special Revenue  Special Revenue
Fund Fund Fund Fund Fund
§ 62,178,442 § - 8 -3 -5 -
994,198 - - - -
560,697 - - - -
5,505,978 269,931 3,671 1,151,945 -
934,022 - 18,091,824 - 4,056,132
3,295,758 - - 12,236,588 -
500,534 - - - -
73,969,629 269,931 18,095,495 13,388,533 4,056,132
9,781,914 - - - -
40,982,897 - - - -
4,858,238 - - - -
227,624 337,808 17,846,636 - -
- - - 8,618,475 -
3,850,661 - - - -
1,939,247 - 4,623 1,597,663 2,056,132
356,664 - - - -
172,753 - - - -
62,169,998 337,808 17,851,259 10,216,138 2,056,132
11,799,631 (67,877) 244,236 3,172,395 2,000,000
2,005,500 - - - -
(8,280,759) - - (99,142) (2,000,000)
(6,275,259) - - (99,142) (2,000,000)
5,524,372 (67,877) 244,236 3,073,253 -
62,375,221 12,378,082 631,113 26,281,997 -
$ 67,899,593 § 12,310,205 § 875,349 § 29,355,250 § -
(Continued)

See accompanying Notes to the Basic Financial Statements.
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City of National City

Statement of Revenues, Expenditures, and Changes in Fund Balance (Continued)
Governmental Funds

For the Year Ended June 30, 2024

Major Funds
Housing Total
Other Authority POB Non-major Total
Special Revenue  Special Revenue Debt Service Governmental Governmental
Fund Fund Fund Funds Funds
REVENUES:
Taxes $ 476,716  $ - - 5 5,800,019 § 68,455,177
Licenses and permits 390,686 - - - 1,384,884
Fines and forfeitures 95,627 - - 118,700 775,024
Use of money and property 159,635 1,843,068 - 194,367 9,128,595
Intergovernmental 4,784,679 869,870 - 1,364,428 30,100,955
Charges for services 178,373 - - 50,109 15,760,828
Other revenues - 169,908 - 10,516 680,958
Total revenues 6,085,716 2,882,846 - 7,538,139 126,286,421
EXPENDITURES:
Current:
General government 396,043 - 1,500 - 10,179,457
Public safety 1,298,438 - - 5,693 42,287,028
Transportation - - - 1,239,940 6,098,178
Community development 107,762 745,689 - 609,877 19,875,396
Health 284,383 - - - 8,902,858
Culture and leisure 157,835 - - 5,279,343 9,287,839
Capital outlay 6,009,703 - - 1,814,562 13,421,930
Debt service:
Principal - - 3,655,000 919,609 4,931,273
Interest and fiscal charges - - 2,151,469 76,003 2,400,225
Total expenditures 8,254,164 745,689 5,807,969 9,945,027 117,384,184
REVENUES OVER
(UNDER) EXPENDITURES (2,168,448) 2,137,157 (5,807,969) (2,406,888) 8,902,237
OTHER FINANCING SOURCES (USES):
Transfers in 397,571 - 5,806,467 3,186,166 11,395,704
Transfers out (469,481) (620,608) - (421,916) (11,891,906)
Total other financing sources (uses) (71,910) (620,608) 5,806,467 2,764,250 (496,202)
CHANGES IN FUND BALANCES (2,240,358) 1,516,549 (1,502) 357,362 8,406,035
FUND BALANCES:
Beginning of year 2,319,042 49,814,239 11,201 5,034,591 158,845,486
End of year $ 78,684 $§ 51,330,788 9,699 $ 5,391,953 $ 167,251,521

See accompanying Notes to the Basic Financial Statements.

29

(Concluded)



City of National City

Reconciliation of the Governmental Statement of Revenues, Expenditures, and Changes
in Fund Balances to the Government-Wide Statement of Activities and Changes in Net Position

For the Year Ended June 30, 2024

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the Statement of Activities were different because:

Governmental funds reported capital outlay as expenditures. However, in the Government-Wide Statement of Activities and
Changes in Net Position, the cost of those assets was allocated over their estimated useful lives as depreciation expense.
This was the amount of capital assets recorded in the current period (net of $2,401,992 added in internal service funds).

Depreciation and amortization expense on capital assets was reported in the Government-Wide Statement of Activities and
Changes in Net Position, but they did not require the use of current financial resources. Therefore, depreciation and
amortization expense was not reported as an expenditure in the Governmental Funds. This amount did not include the
depreciation and amortization expense for Internal Service Funds in the amount of $1,237,879.

Repayment of long-term liabilities was an expenditures in governmental funds, but the repayment reduced long-term
liabilities in the Government-Wide Statement of Net Position.
Principal payment of long-term debt (net of $151,532 reported in internal service funds)

Amortization expenses were reported in the Government-Wide Statement of Activities and Changes in Net Position, but
they did not require the use of current financial resources. Therefore, amortization expenses were not reported as
expenditures in the Governmental Funds.

Bond premium/discount

Deferred amount on refunding

Certain long-term liabilities were reported in the Government-Wide Statement of Activities and Changes in Net Position,
but they did not require the use of current financial resources. Therefore, long-term liabilities were not reported as
expenditures in governmental funds. These amounts represented the changes in long-term liabilities from prior year.

Changes in compensated absences

Changes in total OPEB liabilities

Changes in the net pension liability

The net effect of various miscellaneous transactions involving pension plans (i.e. deferred inflow/outflow amortization,
contributions after measurement date) decreased net position.

The net effect of various miscellaneous transactions involving the OPEB plan (i.e. deferred inflow/outflow amortization)
decreased net position.

Unavailable revenues in the governmental funds were reported as revenue in the Government-Wide Statement of Net
Position as follows:
Investment earnings

Interest expense on long-term debt was reported in the Government-Wide Statement of Activities and Changes in Net
Position, but it did not require the use of current financial resources. This amount represented the change in accrued interest

from prior year.

Internal service funds were used by management to charge the costs of certain activities to individual funds. The net
revenue of internal service funds was reported with governmental activities.

Change in Net Position of Governmental Activities

See accompanying Notes to the Basic Financial Statements.
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$

8,406,035

13,211,267

(6,000,114)

4,931,273

(5,537)
(4,200)

(205,133)
(150,590)
(6,709,269)

(3,881,390)

180,097

(63,785)

1,232,415

276,694

$

11,217,763




PROPRIETARY FUND
FINANCIAL STATEMENTS

Internal Service Funds are funds used to account for interdepartmental operations where it is the stated intent that costs
of providing services to the departments of the City on a continuing basis be financed or recovered primarily by charges
to the user departments.
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City of National City
Statement of Net Position
Proprietary Funds
June 30, 2024

ASSETS

Current assets:
Cash and investments
Accounts receivable
Prepaid items and deposits

Total current assets

Noncurrent assets:
Restricted cash and investments
Capital assets:

Depreciable/amortizable assets, net of accumulated depreciation and amortization

Total capital assets, net
Total noncurrent assets

Total assets

LIABILITIES AND
NET POSITION
Liabilities:
Current liabilities:
Accounts payable and accrued liabilities
Salaries payable
Interest payable
Leases payable - due within one year
Compensated absences - due within one year
Claims payable - due within one year
Total current liabilities

Noncurrent liabilities:
Claims payable - due in more than one year

Total noncurrent liabilities
Total liabilities

Net Position:
Net investment in capital assets
Restricted:
Debt service

Total restricted
Unrestricted

Total net position

See accompanying Notes to the Basic Financial Statements.
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Governmental
Activities
Internal
Service Funds

$ 26,175,517
60,318
80,621

26,316,456

10,334

5,557,354

5,557,354

5,567,688

31,884,144

748,228
24,201
2,069
167,670
161,728
2,541,967

3,645,863

10,391,033

10,391,033

14,036,896

5,389,684

10,334

10,334

12,447,230

$ 17,847,248




City of National City
Statement of Revenues, Expenses, and Changes in Net Position
Proprietary Funds
For the Year Ended June 30, 2024

Governmental
Activities
Internal
Service Funds

OPERATING REVENUES:
Charges for services $ 14,162,819
Other 82,049
Total operating revenues 14,244,868
OPERATING EXPENSES:
Operations and administration 8,178,106
Maintenance 5,039,005
Depreciation and amortization 1,237,879
Total operating expenses 14,454,990
OPERATING INCOME (210,122)

NONOPERATING REVENUES (EXPENSES):

Interest expense (9,386)
Total nonoperating revenues (expenses) (9,386)
INCOME (LOSS) BEFORE TRANSFERS (219,508)
TRANSFERS
Transfers in 653,486
Transfers out (157,284)
Total transfers 496,202
CHANGES IN NET POSITION 276,694
NET POSITION:
Beginning of year 17,570,554
End of year $ 17,847,248

See accompanying Notes to the Basic Financial Statements.
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City of National City
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2024

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from other funds
Cash payments for goods and services
Other operating revenues

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Principal paid on leases
Acquisition of capital assets
Interest paid

Net cash (used in) capital and related
financing activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfers in
Transfers (out)

Net cash provided by noncapital financing activities
Net change in cash and cash equivalents

CASH AND CASH EQUIVALENTS:
Beginning of year
End of year

RECONCILIATION TO STATEMENT OF NET POSITION:

Cash and investments
Restricted cash and investments

Total cash and cash equivalents

RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating income (loss)
Adjustments to reconcile operating income (loss) to net cash
provided by operating activities:
Depreciation and amortization
Changes in operating assets and liabilities:
Accounts payable and accrued liabilities
Salaries payable
Compensated absences
Claims payable

Total adjustments
Net cash provided by operating activities

See accompanying Notes to the Basic Financial Statements.
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Governmental
Activities
Internal
Service Funds

$ 14,164,066
(11,940,416)
82,049

2,305,699

(158,702)
(2,401,991)
(13,233)

(2,573,926)

653,487
(157,284)

496,203

227,976

25,957,875

$ 26,185,851

$ 26,175,517
10,334

$ 26,185,851

$ (210,122)

1,237,879

(386,756)
2,175
20,276
1,641,000

2,515,821

$ 2,305,699
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FIDUCIARY FUND
FINANCIAL STATEMENTS

Custodial Fund — This fund is used to account for assets held by the City in a custodial capacity for individuals, private
organizations, and/or other governments.

The Successor Agency to the Community Development Commission as the National City Redevelopment Agency
(""Successor Agency') Private-Purpose Trust Fund — This fund is used to account for monies received from the San
Diego County Auditor Controller for the payment of the enforceable obligations of the former National City

Redevelopment Agency. These funds are restricted for the sole purpose of payment of items on an approved Recognized
Payment Obligation Schedule (ROPS).
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Statement of Fiduciary Net Position

City of National City

Fiduciary Activities
June 30, 2024

ASSETS

Cash and investments
Receivables:
Accounts
Loans
Restricted cash and investments with fiscal agent

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred amount on refunding

Total deferred outflows of resources

LIABILITIES

Accounts payable and accrued liabilities
Interest payable

Long-term debt - due within one year
Long-term debt - due in more than one year
Developer deposits

Total liabilities

NET POSITION (DEFICIT)

Restricted for:
Held in trust for dissolution of redevelopment agency

Total net position (deficit)

See accompanying Notes to the Basic Financial Statements.
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Successor Agency

Custodial Private-Purpose
Fund Trust Fund

2,835,551 $ 4,146,581

- 10,963

- 244,424

- 26,464

2,835,551 4,428,434

- 4,110,208

- 4,110,208

104,282 -

- 306,892

- 3,363,000

- 26,079,000

2,731,269 25,000
2,835,551 29,773,892

- (21,235,250)

-8 (21,235,250)




City of National City

Statement of Changes in Fiduciary Net Position

Fiduciary Activities

For the Year Ended June 30, 2024

ADDITIONS:

Property taxes
Investment income

Total additions

DEDUCTIONS:

Community development
Administrative expenses

Total deductions

Changes in net position

NET POSITION (DEFICIT):

Beginning of year
End of year

See accompanying Notes to the Basic Financial Statements.
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Successor Agency
Custodial Private-Purpose
Fund Trust Fund

- 8 3,950,251
- 8,677

- 3,958,928

- 1,119,440
- 193,350

- 1,312,790

- 2,646,138

- (23,881,388)

- 8 (21,235,250)
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City of National City
Index to the Notes to the Basic Financial Statements
For the Year Ended June 30, 2024
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City of National City
Notes to the Basic Financial Statements
For the Year Ended June 30, 2024

Note 1 — Reporting Entity and Summary of Significant Accounting Policies

The basic financial statements of the City of National City, California (the “City”) have been prepared in conformity
with accounting principles generally accepted of the United States of America (“US GAAP”) as applied to
governmental agencies. The Governmental Accounting Standards Board (“GASB”) is the accepted standard setting
body for establishing governmental accounting and financial reporting principles. The more significant of the City’s
accounting policies are described below.

A. Reporting Entity

The City was incorporated September 17, 1887 under the general laws of the State of California. The City
operates under a Council-Manager form of government and provides basic local governmental services including
public safety (police and fire), maintenance and construction of public improvements, cultural, recreation,
planning, zoning, transportation, health services and general administration. In addition, the City operates the
Community Development Commission (which formerly included the Morgan Towers and Kimball Towers
Enterprise Funds). The City sold Kimball Towers and Morgan Towers to two not-for-profit organizations on
March 28, 2019. The sale was intended to ensure the feasibility of the renovation, since not-for-profit
organizations have financing sources that are unavailable to a developer such as a City.

In evaluating how to define the City for financial reporting purposes, management has considered all potential
component units. The primary criteria for including a potential component unit within the reporting entity are the
governing body’s financial accountability and a financial benefit or burden relationship and whether it is
misleading to exclude. A primary government is financially accountable and shares a financial benefit or burden
relationship if it appoints a voting majority of an organization’s governing body and it is able to impose its will on
the organization, or if there is a potential for the organization to provide specific financial benefits to, or impose
specific financial burdens on the primary government. A primary government may also be financially accountable
if an organization is fiscally dependent on the primary government regardless of whether the organization has a
separately elected governing board, a governing board appointed by a higher level of government, or a jointly
appointed board, and there is a potential for the organization to provide specific financial benefits to, or impose
specific financial burdens on the primary government.

Blended Component Units

The financial reporting entity consists of the primary government, the City, and its component units. Component
units are legally separate entities for which the elected officials of the primary government are financially
accountable. In addition, component units can be other organizations for which the primary government is
accountable and their exclusion would cause the reporting entity’s financial statements to be misleading or
incomplete.

Blended component units, although legally separate entities, are, in substance part of the government’s operation
and so data from these units are combined with data of the primary government. Discretely presents component
units, on the other hand, are reported in a separate column in the combined financial statements to emphasize that
they are legally separate from the government.

Although the following are legally separate from the City, they have been “blended” as though they are part of the
City because the component unit’s governing body is substantially the same as the City’s and there is a financial
benefit or burden relationship between the City and the component unit; management of the City has operational
responsibilities for the component units; and/or the component units provide services entirely, or almost entirely,
to the City or otherwise exclusively, or almost exclusively, benefits the City, even though it does not provide
services directly to it.
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City of National City
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2024

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)

A.

B.

Reporting Entity (Continued)

Blended Component Units (Continued)

National City Joint Powers Financing Authority

The National City Joint Powers Financing Authority (the “NCJPFA”) was created pursuant to a joint exercise of
powers agreement entered into by and between the City and the CDC on April 16, 1991. The purpose of such
agreement was to provide for the financing and construction of a new police facility and a new community center.
The NCJPFA is administered by a commission consisting of the members of the City Council and all voting
power of the NCJPFA resides in the commission. The NCJPFA exclusively benefits the City. In 2017 the
NCJPFA facilitated the lease financing of the 2017 Energy Savings Project. There are no separate financial
statements available.

Parking Authority of the City of National City

In July 1977, the Parking Authority of the City of National City (the “Parking Authority”) was activated pursuant
to the Parking Law of 1949 for the financing and construction of the Plaza Bonita Parking Facility. Currently it is
used to account for the City’s parking enforcement activities and developing solutions to demand for parking in
various sections of the City. The City Council is the governing board of the Authority. The Authority exclusively
benefits the City. The capital assets of the Parking Authority have been included in the Government-Wide
Financial Statements. There are no separate financial statements available.

Community Development Commission of the City of National City

The National City Redevelopment Agency (the “RDA”), pursuant to provisions of the California Health and
Safety Code, was established in April 1967 to undertake and carry out the redevelopment of certain areas within
the City that were determined to be blighted. In 1975, the City formed the Housing Authority and concurrently
established the Community Development Commission (the “CDC”) to oversee both the RDA and the Housing
Authority. In 2012, redevelopment agencies throughout the state of California were dissolved, including the
National City RDA. The CDC remains as an active entity with respect to its Housing Authority functions. The
City Council is the Governing Board of the CDC. There are no separate financial statements available.

The following specific criteria were used in determining the status of these component units:

e Members of the City Council also act as the governing body of the NCJPFA, the Parking Authority, and the
CDC;

e The City, the NCJPFA, the Parking Authority, and the CDC are financially interdependent;

o The NCJPFA, the Parking Authority, and the CDC are managed by employees of the City, who provide
various support functions including financial reporting and investment decisions.

Basis of Accounting and Measurement Focus

The accounts of the City are organized on the basis of funds, each of which is considered a separate accounting
entity. The operations of each fund are accounted for by providing a separate set of self-balancing accounts that
comprise its assets, liabilities, fund equity, revenues and expenditures or expenses, as appropriate. Fund
accounting segregates funds according to their intended purpose and is used to aid management in demonstrating
compliance with finance-related legal and contractual provisions. The minimum number of funds is maintained in
accordance with legal and managerial requirements.

46



City of National City
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2024

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
B. Basis of Accounting and Measurement Focus (Continued)

The Statement of Net Position and Balance Sheet — Governmental Funds report separate sections for deferred
outflows of resources, and deferred inflows of resources, when applicable.

Deferred Qutflows of Resources represent outflows of resources (consumption of net assets that applies to
future periods) that apply to future periods and that, therefore, will not be recognized as an expense until that
time.

Deferred Inflows of Resources represent inflows of resources (acquisition of net assets that applies to future
periods) that apply to future periods and that, therefore, are not recognized as revenue until that time.

Government - Wide Financial Statements

The City’s Government-Wide Financial Statements include a Statement of Net Position and a Statement of
Activities and Changes in Net Position. These statements present summaries of governmental and business-type
activities for the City accompanied by a total column. Fiduciary activities of the City are not included in these
statements.

These financial statements are presented on an “economic resources” measurement focus and the accrual basis of
accounting. Accordingly, all of the City’s assets and liabilities, including capital assets, as well as infrastructure
assets, and long-term liabilities, are included in the accompanying Statement of Net Position. The Statement of
Activities presents changes in net position. Under the accrual basis of accounting, revenues are recognized in the
period in which they are earned while expenses are recognized in the period in which the liability is incurred.

Certain types of transactions are reported as program revenues for the City in three categories:

> Charges for services;
> Operating grants and contributions;
> Capital grants and contributions

Certain eliminations have been made in regards to interfund activities, payables and receivables. All internal
balances in the Statement of Net Position have been eliminated except those representing balances between the
governmental activities and the business-type activities, which are presented as internal balances and eliminated
in the total primary government column. In the Statement of Activities and Changes in Net Position, internal
service fund transactions have been eliminated; however, those transactions between governmental and business-
type activities have not been eliminated. The following interfund activities have been eliminated:

> Due to/from other funds;
> Advances to/from other funds;

» Transfers in/out

Governmental Fund Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues, Expenditures
and Changes in Fund Balances for all major governmental funds and non-major funds aggregated. An
accompanying schedule is presented to reconcile and explain the differences in net position as presented in these
statements to the net position presented in the Government-Wide Financial Statements. The City has presented all
major funds that met the applicable criteria.
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City of National City
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2024

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
B. Basis of Accounting and Measurement Focus (Continued)

Governmental Fund Financial Statements (Continued)

All governmental funds are accounted for on a spending or "current financial resources” measurement focus and
the modified accrual basis of accounting. Accordingly, only current assets and current liabilities are included on
the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund Balances presents increases
(revenues and other financing sources) and decreases (expenditures and other financing uses) in net current assets.
Under the modified accrual basis of accounting, revenues are recognized in the accounting period in which they
become both measurable and available to finance expenditures of the current period.

Revenues are recognized as soon as they are both “measurable” and “available”. Revenues are considered to be
available when they are collectible within the current period or as soon enough thereafter to pay liabilities of the
current period. For this purpose, the City considers revenues to be available if they are collected within 60 days of
the end of the current fiscal period. The primary revenue sources, which have been treated as susceptible to
accrual by the City, are property tax, sales tax, intergovernmental revenues and other taxes. Expenditures are
recorded in the accounting period in which the related fund liability is incurred.

The Reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements is provided to
explain the differences created by the integrated approach of GASB Statement No. 34.

The City reports the following major governmental funds:

General Fund - This is the primary operating fund of the City. It is used to account for all revenues and
expenditures that are not required to be accounted for in another fund.

Housing Asset Special Revenue Fund - This fund was established in 2012 pursuant to the redevelopment
agency dissolution legislation to account for the assets and activities of the former RDA’s Low-and-
Moderate-Income Housing Fund.

Housing Choice Voucher Program (“Section 8”) Special Revenue Fund - This fund is used to account for
the activities of Housing Assistance Program. The program provides rental assistance to low-income families
by subsidizing a portion of the rent directly to landlords on behalf of low-income households. The major
revenue source for this fund is Housing Assistance Payments and Administrative Fees.

Sewer Service Special Revenue Fund - This fund is used to account for the collection of sewer connection
fees and sewer service charges billed and paid via the County’s annual property tax collection system which
are used for the construction and maintenance of the City’s sewer system. The major revenue source for this
fund is the sewer service charge.

ARPA Special Revenue Fund - This fund is used to account for the proceeds and expenditures of the
American Recovery Plan Act funding received by the City.

Other Special Revenue Fund - This represents a combination of minor and less active funds that the City has
combined for reporting purposes. The major revenue sources consist of intergovernmental revenues, user-
charge fees, franchise fees, and development impact fees.

Housing Authority Special Revenue Fund - This fund is used to account for the activities of the
development of a viable urban community by providing decent housing, a suitable living environment, and
expanding economic opportunities, principally for persons with low and moderate incomes.

POB Debt Service Fund - This fund is used to account for the sources and uses of and debt service on the
2021 Pension Obligation Bonds.
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City of National City
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2024

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
B. Basis of Accounting and Measurement Focus (Continued)

Proprietary Fund Financial Statements

Proprietary Fund Financial Statements include a Statement of Net Position, a Statement of Revenues, Expenses
and Changes in Net Position, and a Statement of Cash Flows. All of the City’s proprietary funds are internal
service funds. A column representing internal service funds is presented in these statements. Internal service fund
balances and activities have been combined with the governmental activities in the Government-Wide Financial
Statements. The City’s internal service funds include seven individual funds which provide services directly to
other City funds. These areas of service include Facilities Maintenance, Liability Insurance, Information Systems
Maintenance, Office Equipment Depreciation, Telecommunications, Vehicle Replacement, and Vehicle
Maintenance.

Proprietary funds are accounted for using the "economic resources” measurement focus and the accrual basis of
accounting. Accordingly, all assets and liabilities (whether current or noncurrent) are included on the Statement of
Net Position. The Statement of Revenues, Expenses and Changes in Net Position presents increases (revenues)
and decreases (expenses) in total Net Position. Under the accrual basis of accounting, revenues are recognized in
the period in which they are earned while expenses are recognized in the period in which the liability is incurred.
In these funds, receivables have been recorded as revenue and provisions have been made for uncollectible
amounts.

Operating revenues in the proprietary funds are those revenues that are generated from the primary operations of
the fund. All other revenues are reported as non-operating revenues. Operating expenses are those expenses that
are essential to the primary operations of the fund. All other expenses are reported as non-operating expenses.

The City reports the following proprietary funds (all are internal service funds) that are funded by user
departments on a cost reimbursement basis:

Facilities Maintenance Fund - This fund is used to account for the cost of maintaining all City-owned
buildings in a clean, safe, workable, and pleasant condition.

Liability Insurance Fund - This fund is used to account for the costs of maintaining the City’s Worker’s
Compensation and liability insurance programs.

Information Systems Maintenance Fund - This fund is used to account for the costs to maintain and replace
City information technology software and hardware and related equipment as well as pay for the City staff
that provide support to other City departments on a daily basis.

Office Equipment Depreciation Fund - This fund is used to account for the costs to replace City office
equipment.

Telecommunications Revolving Fund - This fund is used to account for the costs of maintaining the City’s
telecommunication systems.

Motor Vehicle Service Fund - This fund is used to account for the City’s costs of preventative maintenance
and repairs for its fleet, including police, fire, general administrative, park, sewer, and public works
equipment.

Vehicle Replacement Fund - This fund is used to account for the costs to lease or purchase new or
replacement City fleet vehicles and related equipment.
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City of National City
Notes to the Basic Financial Statements (Continued)
For the Year Ended June 30, 2024

Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)
B. Basis of Accounting and Measurement Focus (Continued)

Fiduciary Fund Financial Statements

Fiduciary fund financial statements include a Statement of Net Position and a Statement of Changes in Fiduciary
Net Position. The City’s fiduciary funds represent custodial funds and private purpose trust funds. Both the
custodial funds and the private purpose trust funds use the economic resources measurement focus and are
accounted for on the full accrual basis of accounting.

Fiduciary fund types are accounted for according to the nature of the fund. The City’s Custodial funds (Cobra
Insurance and Miscellaneous Developer’s Deposits) are purely custodial in nature. These funds are used to
account for money and property held by the City as trustee or custodian.

The City has one active private purpose trust fund, the Redevelopment Obligations Retirement Fund, which is
used to report the assets, liabilities, and activities of the Successor Agency to the former redevelopment agency.
The Successor Agency to the Community Development Commission as the National City Redevelopment
Agency (the “Successor Agency”) was created by the City Council of National City (City Council) in
January 2012. It was established pursuant to Assembly Bill X1 26. Its purpose is to expeditiously wind down the
affairs of the dissolved Redevelopment Agency. The governing body of the Successor Agency is comprised of the
members of the City Council. Certain actions of the Successor Agency Board are subject to review by the
Countywide Oversight Board and the California State Department of Finance. The Successor Agency has been
included in the accompanying basic financial statements as a private purpose trust fund. Its results of operations
are presented on the Statement of Changes in Fiduciary Net Position.

C. Cash, Cash Equivalents and Investments

The City pools its available cash for investment purposes. The City considers pooled cash and investment
amounts, with original maturities of three months or less, to be cash equivalents.

Highly liquid market investments with maturities of one year or less at time of purchase are stated at amortized
cost. All other investments are stated at fair value. Fair value is used as fair value for those securities for which
market quotations are readily available.

The statement of cash flows requires presentation of “cash and cash equivalents”. For the purposes of the
statement of cash flows, the City considers all proprietary fund pooled cash and investments as “cash and cash
equivalents”, as such funds are available to the various funds as needed.

Certain disclosure requirements, if applicable, for deposit and investment risks in the following areas:

> Interest rate risk
» Credit risk

- Overall

- Custodial credit risk

- Concentration of credit risk
> Foreign currency risk

In addition, other disclosures are specified including use of certain methods to present deposits and investments,
highly sensitive investments, credit quality at year-end and other disclosures.
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D. Fair Value Measurement

U.S. GAAP defines fair value, establishes a framework for measuring fair value, and establishes disclosures about
fair value measurement. Investments, unless otherwise specified, are recorded at fair value in the Statements of
Net Position and are categorized based upon the level of judgment associated with the inputs used to measure
their fair value. The levels of inputs are as follows:

Level 1 — Inputs are unadjusted, quoted prices for identical assets or liabilities in active markets at the
measurement date.

Level 2 — Inputs, other than quoted prices included in Level 1, which are observable for the assets or liabilities
through corroboration with market data at the measurement date.

Level 3 — Unobservable inputs that reflect management’s best estimate of what market participants would use
in pricing the assets or liabilities at the measurement date.

Investments that don’t fit into one of the three levels of inputs are described as “uncategorized.”
E. Leases

The City is a lessor for leases of land and recognizes leases receivable and deferred inflows of resources in the
financial statements. Variable payments based on future performance or usage of the underlying asset are not
included in the measurement of the lease receivable.

At the commencement of a lease, the lease receivable is measured at the present value of payments expected to be
received during the lease term. Subsequently, the lease receivable is reduced by the principal portion of lease
payments received. The deferred inflows of resources are initially measured as the initial amount of the lease
receivable, adjusted for lease payments received at or before the lease commencement date. Subsequently, the
deferred inflows of resources are recognized as revenue over the life of the lease term in a systematic and rational
method.

Key estimates and judgments include how the City determines (1) the discount rate it uses to discount the
expected lease receipts to present value, (2) lease term, and (3) lease receipts.

» The City uses the average of the Local Agency Investment Fund (“LAIF”) rate and the incremental
borrowing rate (“IBR”) provided by the City’s financial institutions at July 1, 2021 for existing leases or
the current rate at the time a new lease is executed.

= The lease term includes the noncancelable period of the lease plus any option periods that are likely to be
exercised.

= Lease receipts included in the measurement of the lease receivable is composed of fixed payments from
the lessee.

The City monitors changes in circumstances that would require a remeasurement of its lease and will remeasure

the lease receivable and deferred inflows of resources if certain changes occur that are expected to significantly
affect the amount of the lease receivable.
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Note 1 — Reporting Entity and Summary of Significant Accounting Policies (Continued)

F.

G.

Inventories and Prepaid items

Inventories are valued on an average-cost basis which is adjusted to annual physical counts or estimates under the
consumption method of accounting and are recorded in the internal service funds. Prepaid items are items the City
has paid in advance and will receive future benefit from.

Restricted Assets
Fiscal agents acting on behalf of the City hold investment funds placed in irrevocable IRS Section 115 pension

and OPEB trusts. These funds are restricted by the trust agreements and are to be used only for pension and/or
OPEB contributions or benefit payments.

H. Interfund Transactions

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as either “due to/from other funds” or “advances to/from other funds” (i.e., the current
portion of interfund loans). Any residual balances outstanding between the governmental activities and business-
type activities are reported in the Governmental-Wide Financial Statements as “internal balances.”

Capital Assets

Capital assets are valued at historical cost or estimated historical cost if actual historical cost was not available.
Donated capital assets are valued at their estimated acquisition value on the date donated. City policy has set the
capitalization threshold for reporting capital assets at $5,000 (including infrastructure assets). Depreciation is
recorded on a straight-line basis over estimated useful lives of the assets as follows:

Buildings and improvements 10 - 50 years
Machinery and equipment 2 - 20 years
Infrastructure 25 - 75 years
Radio rights 20 years

For all infrastructure systems, the City elected to use the basic approach for infrastructure reporting. The City
defines infrastructure as the basic physical assets that allow the City to function. The assets include the streets,
water purification and distribution system, sewer collection and treatment system, parks and recreation, lands and
improvements, storm water conveyance system, and buildings combined with the site amenities such as parking
and landscaped areas used by the City in the conduct of its business. Each major infrastructure system can be
divided into subsystems. For example, the street system can be subdivided into pavement, curb and gutters,
sidewalks, medians, streetlights, traffic control devices (signs, signals and pavement markings), landscaping and
land.

These subsystems were not delineated in the basic financial statements. The appropriate operating department
maintains information regarding the subsystems.

The governmental fund financial statements do not present capital assets but capital assets are shown in the
Reconciliation of Governmental Funds Balance Sheet to the Government-Wide Statement of Net Position.
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J. Land Held for Resale

Land held for resale is valued at the lower of cost or net realizable value. The reported amount is classified as
nonspendable net position in the General Fund and in the Housing Special Revenue Fund.

K. Compensated Absences

In government-wide financial statements and the proprietary fund financial statements, compensated absences are
recorded as expenses and liabilities as incurred.

In governmental fund financial statements, compensated absences are recorded as expenditures in the years paid,
and it is the City’s policy to liquidate any unpaid vacation, sick leave, or compensatory time at year-end from
future resources rather than currently available and expendable resources. The General Fund and internal service
funds are typically used to liquidate compensated absences.

L. Long-Term Debt

Government-Wide Financial Statements

Long-term debt and other financial obligations are reported as liabilities in the appropriate funds.
Bond premiums and discounts are deferred and amortized over the life of the bonds using the effective interest
method. Bonds payable are reported net of the applicable premium or discount. Issuance costs are expensed when

incurred.

Fund Financial Statements

The fund financial statements do not present long-term debt, but long-term debt is shown in the Reconciliation of
the Governmental Funds Balance Sheet to the Government-Wide Statement of Net Position.

M. Property Taxes

Property taxes are payable by property owners in two installments: November 1 and February 1 of each year.
Property taxes become delinquent on December 10 and April 10, for the first and second installments,
respectively. The lien date is January 1. The County of San Diego, California (County) bills and collects property
taxes and remits them to the City according to a payment schedule established by the County.

Property tax revenue is recognized in the fiscal year for which the taxes have been levied, provided the taxes are
received within 60 days after the end of the fiscal year. Property taxes received after this date are not considered
available as a resource that can be used to finance the current year operations of the City and, therefore, are not
recorded as revenue until collected. No allowance for doubtful accounts was considered necessary because the
City participates in the California Teeter Plan whereby local agencies receive 100% of their current secured and
unsecured tax levy in exchange for allowing the sponsoring county to retain all interest and penalties on any late
property tax payments.
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N. Unearned Revenue

Unearned revenue recorded in the Government-Wide Statement of Net Position for governmental activities and
the governmental fund financial statements consists of federal and state capital grants, representing voluntary
non-exchange transactions, for which advance payments have been received from the provider for which
eligibility requirements, other than timing requirements, have not been satisfied.

Unearned revenue recorded in the Government-Wide Statement of Net Position for business-type activities and
the proprietary fund financial statements generally consist of program fees collected from customers prior to the
statement of net position date for recreation programs that begin in the next fiscal year or donations for capital or
work projects, for which the related expenses have not yet been incurred.

O. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the pension
plans and additions to/deductions from the plans’ fiduciary net position have been determined on the same basis
as they are reported by the plans. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with benefit terms. Investments are reported at
fair value. The following timeframes are used for pension reporting:

CalPERS:

Valuation Date June 30, 2022

Measurement Date June 30, 2023

Measurement Period July 1, 2022 to June 30, 2023

Gains and losses related to changes in total pension liability and fiduciary net position are recognized in pension
expense systematically over time. The first amortized amounts are recognized in pension expense for the year the
gain or loss occurs. The remaining amounts are categorized as deferred outflows and deferred inflows of
resources related to pensions and are to be recognized in future pension expense. The amortization period differs
depending on the source of the gain or loss. The difference between projected and actual earnings is amortized
straight-line over five years. All other amounts are amortized straight-line over the average expected remaining
service lives of all members that are provided with benefits (active, inactive, and retired) as of the beginning of
the measurement period.

P. Other Postemployment Benefits
For purposes of measuring the total OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the fiduciary net position of the plan and
additions to/deductions from the plan’s fiduciary net position have been determined on the same basis as they are

reported by the plan.

The following timeframes are used for OPEB reporting:

Valuation Date June 30, 2024
Measurement Date June 30, 2024
Measurement Period July 1, 2023 to June 30, 2024
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Q. Net Position
In government-wide and proprietary fund financial statements, net position is categorized as follows:
Net Investment in Capital Assets — This component of net position consists of capital assets, net of
accumulated depreciation and amortization, plus deferred outflows of resources attributable to their

acquisition, reduced by the outstanding balances of debt that are attributable to the acquisition, construction,
or improvement of those assets and deferred inflows of resources attributable to their acquisition.

Restricted — This component of net position consists of restricted assets reduced by liabilities and deferred
inflows of resources related to those assets.

Unrestricted — This component of net position is the amount of the assets, deferred outflows of resources,
liabilities, and deferred inflows of resources that are not included in the determination of net investment in
capital assets or the restricted component of net position.

R. Fund Balances
In governmental fund financial statements, fund balances are categorized as follows:

Nonspendable — Items that cannot be spent because they are not in spendable form, such as prepaid items and
inventories, or items that are legally or contractually required to be maintained intact, such as principal of an
endowment or revolving loan funds.

Restricted — Restricted fund balances encompass the portion of net fund resources subject to externally
enforceable legal restrictions. This includes externally imposed restrictions by creditors, such as through debt
covenants, grantors, contributors, laws or regulations of other governments, as well as restrictions imposed by
law through constitutional provisions or enabling legislation.

Committed — Committed fund balances encompass the portion of net fund resources, the use of which is
constrained by limitations that the government imposes upon itself at its highest level of decision making,
normally the governing body and that remain binding unless removed in the same manner. Adoption of a
resolution by the City Council is required to commit resources or rescind the commitment. The action that
constitutes the most binding constraint (i.e. ordinance) of the City’s highest level of decision-making
authority, the City Council, commits fund balance for specific purposes. Commitments may be changed or
lifted only by the City taking the same formal action that imposed the constraint originally.

Assigned — Assigned fund balances encompass the portion of net fund resources reflecting the government’s
intended use of resources. Assignment of resources can be done by the highest level of decision making or by
a committee or official designated for that purpose. The City Council has authorized the City Manager to
determine and define the amount of assigned fund balances.

Unassigned — This amount is for any portion of the fund balances that do not fall into one of the above
categories. The General Fund is the only fund that reports a positive unassigned fund balance amount. In
other governmental funds, it is not appropriate to report a positive unassigned fund balance amount because
all of the fund balance is assumed to be either nonspendable, restricted, committed, or assigned for the
purposes of the respective funds. However, in other governmental funds, if expenditures incurred for specific
purposes exceed the amounts that are restricted, committed, or assigned to those purposes, it may be
necessary to report a negative unassigned fund balance in that fund.
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S. Spending Policy

Government-Wide Financial Statements and the Proprietary Fund Financial Statements

When an expense is incurred for purposes for which both restricted and unrestricted net position are available, the
City’s policy is to apply restricted net position first.

Governmental Fund Financial Statements

When expenditures are incurred for purposes where only unrestricted fund balances are available, the City uses
the unrestricted resources in accordance with the City’s budget and the purposes for which the committed,
assigned, and unassigned balances have been reported.

T. Use of Estimates
The preparation of basic financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts and disclosures. Actual results could differ from these
estimates and assumptions.

U. Accounting Changes

New Governmental Accounting Standards Implemented for the Year Ended June 30, 2024

GASB Statement No. 100

In June 2022, GASB issued Statement No. 100, Accounting Changes and Error Corrections — an Amendment of
GASB Statement No. 62. The primary objective of this Statement is to enhance accounting and financial reporting
requirements for accounting changes and error corrections to provide more understandable, reliable, relevant,
consistent, and comparable information for making decisions or assessing accountability. Application of this
statement did not have a significant effect on the City’s financial reporting fiscal year ending June 30, 2024.

Upcoming Governmental Accounting Standards Implementation

GASB Statement No. 101

In June 2022, GASB issued Statement No. 101, Compensated Absences. The objective of this Statement is to
better meet the information needs of financial statement users by updating the recognition and measurement
guidance for compensated absences. That objective is achieved by aligning the recognition and measurement
guidance under a unified model and by amending certain previously required disclosures. Application of this
statement is effective for the City’s fiscal year ending June 30, 2025.

GASB Statement No. 102
In December 2023, GASB issued Statement No. 102, Certain Risk Disclosures. The objective of this Statement is
to provide users of government financial statements with essential information about risks related to a

government’s vulnerabilities due to certain concentrations or constraints. Application of this statement is effective
for the City’s fiscal year ending June 30, 2025.
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U. Accounting Changes (Continued)

Upcoming Governmental Accounting Standards Implementation (Continued)

GASB Statement No. 103

In April 2024, GASB issued Statement No. 103, Financial Reporting Model Improvements. The objective of this
Statement is to improve key components of the financial reporting model to enhance its effectiveness in providing
information that is essential for decision making and assessing a government’s accountability. Application of this
statement is effective for the City’s fiscal year ending June 30, 2026.

GASB Statement No. 104

In September 2024, GASB issued Statement No. 104, Disclosure of Certain Capital Assets. This Statement
requires certain types of capital assets to be disclosed separately in the capital assets note disclosures required by
Statement 34. Lease assets recognized in accordance with Statement No. 87, Leases, and intangible right-to-use
assets recognized in accordance with Statement No. 94, Public-Private and Public-Public Partnerships and
Availability Payment Arrangements, should be disclosed separately by major class of underlying asset in the
capital assets note disclosures. Subscription assets recognized in accordance with Statement No. 96, Subscription-
Based Information Technology Arrangements, also should be separately disclosed. In addition, this Statement
requires intangible assets other than those three types to be disclosed separately by major class. Application of
this statement is effective for the City’s fiscal year ending June 30, 2026.

Note 2 — Cash and Investments

The following is a summary of pooled cash and investments, including cash and investments with fiscal agents at
June 30, 2024.

Fiduciary Funds
Governmental Statement of
Activities Net Position Total

Cash and investments $ 137,608,414 $ 6,982,132  § 144,590,546
Restricted cash and investments:

Section 115 pension trust 7,222,427 - 7,222,427

Section 115 OPEB trust 3,539,380 - 3,539,380

Held by fiscal agent 10,334 26,464 36,798

Total restricted cash and investments 10,772,141 26,464 10,798,605

Total cash and investments $ 148,380,555 $ 7,008,596 $ 155,389,151

Cash, cash equivalents and investments consisted of the following at June 30, 2024:

Petty cash $ 4,211
Deposits with financial institutions 27,702,486
Investments 116,883,849
Section 115 pension trust 7,222,427
Section 115 OPEB trust 3,539,380
Investments held by bond trustee 36,798

Total cash and investments $ 155,389,151
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Note 2 — Cash and Investments (Continued)
A. Deposits

The carrying amount of the City’s cash deposits was $27,702,486 at June 30, 2024. Bank balances before reconciling
items were $30,932,507 at that date, the total amount of which was insured or collateralized with securities held by
the pledging financial institutions in the City’s name as discussed below.

The California Government Code requires California banks and savings and loan associations to secure the City’s
cash deposits by pledging securities as collateral. This Code states that collateral pledged in this manner shall have the
effect of perfecting a security interest in such collateral superior to those of a general creditor. Thus, collateral for cash
deposits is considered to be held in the City's name.

The fair value of pledged securities must equal at least 110% of the City's cash deposits. California law also
allows institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of
the City’s total cash deposits. The City may waive collateral requirements for cash deposits, which are fully
insured up to $250,000 by the Federal Deposit Insurance Corporation. The City, however, has not waived the
collateralization requirements.

The City follows the practice of pooling cash and investments of all funds, except for funds required to be held by
fiscal agents under the provisions of bond indentures. Interest income earned on pooled cash and investments is
allocated on an accounting period basis to the various funds based on the period-end cash and investment balances.
Interest income from cash and investments with fiscal agents is credited directly to the related fund.

B. Investments

Investments Authorized by the California Government Code and the City’s Investment Policy

The table below identifies the investment types that are authorized for the City by the California Government
Code (or the City’s investment policy, where more restrictive). The table also identifies certain provisions of the
California Government Code (or the City’s investment policy, where more restrictive) that address interest rate
risk, credit risk, and concentration of credit risk. This table does not address investments of debt proceeds held by
bond trustee that are governed by the provisions of debt agreements of the City, rather than the general provisions
of the California Government Code or the City’s investment policy.

M aximum Maximum
Authorized M aximum Percentage of Investment in
Investment Type M aturity Portfolio* One Issuer
Bankers' Acceptances 180 days 40% 5%
Negotiable Certificates of Deposits S years 30% 5%
Commercial Paper 270 days 25% 5%
State and Local Agency Bond Issues 5 years None 10%
US Treasury Obligations 5 years None None
US Agency Securities S years None None
Repurchase Agreement 90 days None 10%
Reverse-Purchase Agreements 92 days 20% 10%
M edium-Term Corporate Notes 5 years 30% 10%
Federally Insured Time Deposits 5 years None 10%
Money Market Mutual Funds N/A 20% 10%
Local Agency Investment Fund (LAIF) N/A None $50 Million**
Investment Trust of California (CalTrust) N/A None 10%
San Diego County Pool Money Fund None None None
Asset-Backed Securities S years 20% 20%
Supranationals 5 years 30% 10%

*  Excluding amounts held by bond trustee that are not subject to California Government Code restriction.
** Maximum is $50 million per account.
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B. Investments (Continued)

Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustee are governed by provisions of the debt agreement rather than
the general provisions of the California Government Code or the City’s investment policy. The table below
identifies certain provisions of these debt agreements that address interest rate risk, credit risk, and concentration
of credit risk.

M aximum M aximum
Authorized Maximum Percentage of Investment in

Investment Type M aturity Portfolio One Issuer
US Treasury Obligations None None None
US Agency Securities None None None
Banker’s Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
Investment Contracts 30 years None None
Certificates of Deposit None None None
Repurchase Agreements None None None
M ortgage Pass-Through Securities None None None
State Bonds or Notes None None None
Municipal Bonds or Notes None None None
San Diego County Pool Money Fund None None None
Asset-Backed Securities 5 years 20% 20%

C. Fair Value Measurement

As of June 30, 2024, the City’s investments had the following recurring fair value measurements:

Percent of
Investment Type Level 2 Uncategorized Total Total
LAIF $ - $ 40,739,153 $ 40,739,153 31.9