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LIVERM®RE

C Al FORNIA

December 30, 2021

Honorable Mayor and Members of the City Council:

| am pleased to present the City's Annual Comprehensive Financial Report (ACFR) for the fiscal year ended
June 30, 2021. State law requires that every general-purpose local government publish, within six months of
the close of each fiscal year, a complete set of audited financial statements. This report fulfills that requirement
for the fiscal year ended June 30, 2021.

Management assumes full responsibility for the completeness and reliability of the information contained in this
report, based upon a comprehensive framework of internal control that it has established for this purpose.
Because the cost of internal control should not exceed anticipated benefits, the objective is to provide
reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

The data in this report is presented in a manner that is designed to fairly set forth the financial position and
results of operations of the City of Livermore (the City). It contains the disclosures necessary to promote in-
depth understanding of the City's financial affairs and evaluate its financial condition.

The City’s financial statements have been audited by Eide Bailley LLP located in Menlo Park, California. The
independent auditors concluded, based on their audit, that there was a reasonable basis for rendering an
unmodified (or “clean”) opinion that the City of Livermore’s financial statements for the fiscal year (FY) ended
June 30, 2021 are fairly presented in conformity with generally accepted accounting principles. The
independent auditor’s report is the first item presented in the financial section of this report.

In addition to the financial audit, each year the City is required to undergo an audit of federal grant expenditures.
That report is commonly referred to as a Single Audit report and is issued as a separate document and is not
included herein. The Single Audit report includes the Schedule of Expenditures of Federal Awards, Findings
and Recommendations, and an auditor's report on the internal control structure and compliance with applicable
laws and regulations.

The provisions of Governmental Accounting Standards Board (GASB) Statement 34, “Basic Financial
Statements—and Management’s Discussion & Analysis—for State and Local Governments” requires that
management provide a narrative introduction, overview and analysis to accompany the basic financial
statements entitled, “Management Discussion & Analysis” (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with the MD&A, which can be found immediately
following the report of the independent auditors in the financial section of the ACFR.

Profile of the City of Livermore

The City of Livermore, incorporated on April 1, 1876, is located on the southeasterly boundary of Alameda
County. The City of Livermore is a General Law city and has the power to make and enforce ordinances and
regulations with respect to municipal affairs to the extent expressly permitted or implied by the California
constitution or specific legislation. The City is organized as a council-manager form of local municipal
government. The five-member City Council is elected at large for overlapping four-year terms. The City Council
includes an elected Mayor whose term of office is two years.
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INTRODUCTORY SECTION

On November 26, 2018, the City adopted an ordinance to transition from an at-large to district-based election
system to comply with the California Voting Rights Act (California Government Code Section 34886 and
34871(c)). The City Council selected a district map dividing the City into four single member districts. Starting
with the general municipal election in November 2020, City Council members are elected in City Council districts
3 and 4. Council members will be elected in City Council districts 1 and 2 beginning at the general municipal
election in November 2022. The Mayor will continue to be elected on an at large basis.

The City Council appoints the City Manager and City Attorney to carry out its adopted policies. In addition, the
City Council appoints members of advisory Commissions, Committees, and Boards.

The City Council sets priorities and adopts the biennial budget on or before June 30 for each of the ensuing
two fiscal years, which serves as the foundation for the City’s financial planning and control. The level of
budgetary control (that is, the level at which expenditures cannot legally exceed the appropriated amount) is
maintained at the fund level. The City Manager may transfer resources within a fund. Supplemental
appropriations and budget transfers between funds and projects, however, need approval from the City Council.
The City's budgetary procedures are further discussed in Note 2 of the notes to the basic financial statements.

The City, with 415.10 full-time equivalent employees, provides a wide range of services to a residential
population of 91,216. These services include public safety (police, fire, building inspection, water, and sewer);
street and landscape maintenance; street lighting; planning and public improvements; public libraries; general
administrative services, and municipal airport services. Fire safety services are provided by a Joint Powers
Authority, Livermore Pleasanton Fire Department (LPFD). Recreational services are provided to residents by
the Livermore Area Recreation and Park District (LARPD), a special district governed by a separately elected
board.

The City is also financially accountable for a legally separate Livermore Capital Projects Financing Authority
(LCPFA), which is reported within the City’s financial statements as a blended component unit. Additional
information on this legally separate entity can be found in the notes to the financial statements (see Note 1A).

Economic Factors and Local Economy

The information presented in the financial statements is perhaps better understood when it is considered from
the broader perspective of the specific environment within which the City operates.

The City is the easternmost city in the San Francisco Bay Area situated in the growing Tri-Valley area which
contains the cities of Pleasanton, Livermore, Dublin, and San Ramon. Livermore is conveniently located near
two major freeways, 1-580 and |-680, and is close to the metropolitan areas of San Francisco, Oakland, and
San Jose. In addition to its proximity to the Oakland, San Francisco and San Jose International Airports, the
City of Livermore owns and operates the Livermore Municipal Airport. This general aviation airport services
private and corporate customers, and records more than 155,000 takeoffs and landings annually.

Livermore Valley Wine Country is one of the oldest wine regions in California. The Livermore Valley area boasts
over 50 wineries. Livermore is surrounded by award-winning wineries, farmlands, and ranches that mirror the
valley’s history. Less than an hour east of San Francisco, Livermore Valley Wine Country’s picturesque
canyons and ridges welcome locals and visitors to the valley’s vineyards and tasting rooms, which are an
integral part of Livermore’s quality of life. Popular wine bars, tasting rooms and boutique wine shops thrive in
downtown Livermore as well.

Livermore is the home of two world-renowned national laboratories: Lawrence Livermore National Laboratory
(LLNL) and Sandia National Laboratories (SNL). The laboratories are premier science and technology research
facilities, which conduct some of the nation’s most innovative research related to several national programs,
including security, combustion and renewable energy, water resources and biosciences. The presence of the
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laboratories attract other technology and industrial companies as well as professional services businesses. In
addition, one of the largest retail outlet malls in California is located in Livermore and is home to over 170
leading designer and name brand outlet stores.

The longest economic expansion in US history came abruptly to an end in March 2020 with emergence of the
COVID-19 global pandemic. Once thriving businesses have seen their ability to generate revenue disappear
overnight as the simple act of gathering with others has become a threat to public health. The State of California
and the Alameda County issued Shelter in place directives to slow the spread of COVID-19 pandemic which
continued in the current fiscal year.

Unemployment rate increased sharply with the closures of businesses, schools, and public buildings.
Livermore’s unemployment jumped to 13.6% in April 2020 exceeding the peak rate of 8.1% in January 2010
during the Great Recession. The unemployment rate has declined since the peak in April 2020 and was 5.9
percent in June 2021 compared to 11.2 percent in June 2020.

The City’s unemployment rate continued to rank below the average unemployment rates of the county (6.6%)
and state (7.6%). Employment in Livermore has historically been less volatile due to the presence of major
public sector employers and their contractors. Besides the City itself, two national laboratories, a school district,
a community college, and a park and recreation district are major employers in the City. The following chart
shows a 15-year comparison of unemployment rates in the state and local areas as well as the U.S. by fiscal
year:

Unemployment Rate
16.0%

14.0% — .S, s State

12.0% Livermore

10.0%
8.0%
6.0%

4.0%

2.0%

0.0% JUNE 30,
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: Bureau of Labor Statistics

A key indicator of the local economy is retail sales. Sales tax revenues are highly sensitive to economic
conditions such as levels of unemployment, job growth, consumer confidence, per-capita income, and tourism.

It is important to be aware that the City derives 20% of all sales tax revenue received from a very small
geographic area which focuses upon retailing high-end consumer goods. Many shoppers are tourists visiting
the San Francisco Bay area. The second quarter of 2020 was the most adversely impacted sales tax period
due to the Covid-19 pandemic related restrictions on travel, indoor dining, and non-essential businesses. The
City’s taxable sales (at point of sale) had dropped almost 40% in second quarter of 2020 compared to that of
the 2019.

With the easing of restrictions, the local economy exhibited signs of improvement during the fiscal year ended
June 30, 2021. Livermore’s taxable sales in second quarter of 2021 were 52% higher than the same quarter in
2020 with majority of gains coming from general consumer category. Online sales activity increased with the
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shift in consumer spending habits due to the pandemic, which boosted the City’s pool allocation by over 18%
from the previous fiscal year. While consumer spending may shift back to brick-and-mortar stores to some
degree, the long-term trend indicates that online shopping will continue to grow. The chart below illustrates the
City’s sales tax revenue for current fiscal year by major industry group.

Fuel and Food and
Restaurants Service Stations Drugs

and Hotels 5% 2%
5%

State and
County Pools
23%

Building and
Construction
9%

Autos and
Transportation General Consumer

14% Goods
22%

Business and
Industry
20%

Source: HdL

Local real estate market and property value assessment are key indicators of the local economy. Property tax
is less volatile compared to sales tax. While the pandemic had adverse impacts on the City’s other revenue
categories, so far property tax has not been significantly impacted from the pandemic. The City’s assessed
property valuation increased by 5% to $21.6 billion in current fiscal year compared to 6% increase in last fiscal
year.

Livermore’s real estate market has continued to strengthen during the current fiscal year. As reported by the
East Bay Association of Realtors, the median sales price for a single-family residence in Livermore has surged
31 percent to $1,145,500 in June 2021 from $875,000 in June 2020 largely due to housing shortage combined
with low interest rates.

Chapman University forecasters predict mortgage rates to rise to 3.9% and U.S. house prices to drop 3% by
the fourth quarter of 2022 from the same quarter in 2021. Recently California passed the Senate Bill 9, which
compels local governments to allow high-density housing. This law will help ease the housing shortage in
coming years.
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Median Single family Home Prices
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The Conference Board forecasts that the US economy is set to grow 3.5% in 2022, after expanding by 5.6% in
2021, fueled by pent-up demand for consumer spending and business investment. However, emergence of the
Delta and Omicron variant across the nation indicates that COVID-19 will continue to have a severe impact on
people’s lives and livelihoods in 2022. In addition, high inflation fueled by strong consumer demand, supply-
chain bottlenecks, and ongoing labor shortages have potential to become a major economic challenge.

Long-Term Financial Planning

Although Livermore’s current financial picture is positive, there are plenty of reasons for concern when we look
out further on the financial horizon. The City is on a steady financial course, but still strives to achieve long-
term financial stability, which is linked to adequately funding its long-term liabilities. While General Fund
reserves are currently fully funded, COVID-19 impacts, future liabilities, investment in downtown development,
homelessness crisis, increasing employee costs, and deferred infrastructure maintenance temper the City’s
progress.

The single largest unaddressed financial challenge the City faces is the maintenance and replacement of its
infrastructure. The City is in the process of developing a comprehensive infrastructure repair and replacement
plan so that adequate resources are available when needed. In the meantime, Council directed staff to establish
an Infrastructure Repair and Replacement Reserve to begin accumulating the resources necessary to address
the City’s aging infrastructure as part of the Council goal and priority of Asset Management.

One of the City’s strategies to contain costs and leverage the buying power was to save, while the economy
was doing well, so that resources are available during the economic downturn in order to take advantage of
better pricing which typically occurs in this part of the cycle. The City will need approximately two billion dollars
to replace general government infrastructure in addition to another billion dollars to replace infrastructure
maintained by the enterprise funds. Staff currently estimates that the City (like many local governmental
agencies in the nation) is underfunding infrastructure maintenance by several million dollars per year. The City
has started funding a reserve with $2.0 million annually from General Fund. The City has accumulated $12.0
million in this reserve as of June 30, 2021.
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Rising pension costs will continue to be a challenge for most public agencies. The City contributes to the
California Public Employees’ Retirement System (CalPERS) for its Miscellaneous and Safety Police retirement
plans. Recently CalPERS changed its actuarial assumptions related to mortality rates as well as rate
“smoothing assumptions”, with the effect of further increasing employer contribution rates. CalPERS has
implemented a 20-year rate amortization and a five-year phase-in effective from fiscal year 2016-17. The City’s
“second tier” pension plan (2% at 60) coupled with the Public Employee Pension Reform Act (PEPRA) will
reduce employee pension costs in the long-term. The City staff will continue to monitor CalPERS changes and
suggest prudent strategies to address these increases as the opportunities arise.

The FY 2021-23 Financial Plan allocates approximately $13.5 million for General Fund resources for capital
improvements, representing a significant investment in the Downtown in order to address the adopted City
Council Goals and Priorities. With the Speedee Lube demolition and Veterans Way construction now complete,
the remaining Downtown Development Plan projects contemplated as part of the General Fund include
construction of the | Street parking structure, and Downtown surface parking. Other, non-Downtown related
General Fund projects include decorative wall replacement, and Civic Center Meeting Hall.

The City of Livermore, along with the San Francisco Bay Area and much of California, is in the middle of a
homelessness crisis. The prolonged economic expansion, low interest rates, and housing shortage has led to
median home values skyrocketing throughout the Bay Area. As mentioned above, median home price for a
single-family home is $1,145,500 on June 30, 2021. To purchase a median priced home with 10% down
requires approximately $114,550 for down payment, $34,365 for closing costs, and approximately $200,000 in
annual household income. The average rent in Livermore for a two-bedroom apartment is approximately $2,500
per month. A household will need an annual average income of $100,000 to afford this level of rent.

A five-year Financial Plan for General Fund is included in the City’s adopted budget. This is a valuable financial
planning management tool, especially in challenging financial times, which assists the City Council in setting
priorities and educating the community on the long-term state of the City’s finances. Inflation and historical
growth rates are used to predict levels of expenditures. The expenditure base and revenue base are then
adjusted for discrete changes that may occur within the five-year forecast period such as the completion of a
maijor project, addition of a major employer or retail center, or the loss of revenues due to State take-aways.

Perhaps the best measure of the City’s ability to withstand an economic downturn while maintaining current
service levels and building sustained growth for the future is its level of fund balance reserves. In general, a city
should maintain sufficient reserves to mitigate potential emergency scenarios. The City had committed to
building and maintaining General Fund reserves equal to at least 30% of annual General Fund budgeted
expenditures and transfers related to debt service.

Ratio of Fund Balance to Total Expenditures and Transfers-out

64%

o %0 O

®-o o

oo ©0°
7%

A\ N O O o NZ > D
O N O > £ 35 y» Ny

A
3
S Q

o ©
M o
S © S

>
>
S Q

)
§»
S Q

o e
S © °

v

FISCAL YEAR ENDING ON JUNE 30,

Page | 12



INTRODUCTORY SECTION
CITY OF LIVERMORE Transmittal Letter

Major Initiatives and Future Projects

As part of the biennial budget process, the City Council sets goals and priorities for the two-year budget cycle.
Council goals comprise of high-priority tasks or programs that the City Council intends to address during the
budget plan cycle, though attainment of these goals may take several years. The key initiatives included in the
adopted biennial budget for FY 2021-23 are as follows:

1. Asset Management and Stormwater: Establish a comprehensive Asset Management Program with a focus
on stormwater, ensuring the community continues to receive vital services through a sustainable infrastructure
strategy.

2. Downtown: Enhance the City’s vibrancy by completing critical projects downtown, ensuring the right balance
of local amenities to support quality of life.

3. General Plan Update: Comprehensively Update the Livermore General Plan, including the Housing Element
and Programmatic Environmental Impact Report (EIR), to address changes in regional and state policy, market
trends, and community preferences, to plan for growth and conservation for the next 25 years to support and
enhance Livermore’s quality of life.

4. Homelessness and Affordable Housing: Establish a homelessness strategy, engaging local partners to
develop a coordinated response, and expand diversity of affordable housing opportunities.

5. Modernization, Training and Workplace Enhancements: Develop a systematic approach to modernizing the
City’s aging business systems, reviewing processes for alignment with industry best practices, and providing
the City’s workforce with the tools and training necessary to effectively and efficiently deliver services to the
community.

Three of the above priorities, Downtown, Asset Management, and Homeless and Affordable Housing are
returning priorities from the previous budget cycle. The City has made extensive progress towards each of
these priorities. Some of the achievements realized during the current fiscal year are as follows:

e The Stockmen’s park in the downtown area has been completed.

e Construction of | Street Parking Garage has begun in April 2021. Project is scheduled for completion
in Spring 2022.

e As of September 2021, $462,330 in federal COVID-19 rent relief funds have been disbursed to
Livermore tenants.

e Construction for Chestnut Square Family Apartments, located at 1665 Chestnut Street, is a 42-unit
affordable rental project is completed. Ten units will have a preference for homeless households. The
project also has 8 units reserved for people with disabilities.
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e Coordinated with Alameda County and Cross Winds Church on the Goodness Village Project providing
28 tiny home units as well as wrap-around services to local community members experiencing
homelessness.

Other major developments projects include the following:

e Phase 1 of a hydrogen gas filling hub including liquid hydrogen offloading areas, a hydrogen holding
tank, compressor equipment, filling stalls, parking, and a temporary office trailer on two vacant lots
totaling approximately 178,500 square feet, west of National Drive.

e 30,100 square foot automobile dealership (Subaru), including a service department, north side of Las
Positas Rd next to Target.

e 186 townhome units ranging from two and three-stories on Lassen Road, northwest of I1-580 and the
First Street overpass.

e Pacific Avenue Affordable Housing Project consisting of 140 affordable senior housing rental units at
the end of Pacific Avenue.

o A 128-unit, 112,195 square foot senior assisted living and memory care health facility located on the
northern portion of the Sunset Office Plaza.

e Eden Housing in the Downtown Core, which consists of 130 affordable residential units in two four-
story buildings with underground parking, Southeast corner of Railroad Avenue and South L Street.

e 25,000 square foot warehouse building consisting of approximately 1,800 square feet of office space
at 6776 Patterson Pass Road.

e A 6,600 square foot two-story residence, 3,880 square foot winery, 1,200 square foot accessory
dwelling unit, and a 1,340 square foot cabana, in a building envelope within a 20-acre vineyard property
at 247 East Vallecitos Road.

Relevant Financial Policies

Fund Balance Policy: In June 2016, the City Council adopted a resolution updating the Livermore Fund
Balance Policy to maintain the fiscal stability of the organization, to help maintain the City’s credit worthiness,
and to provide funds for economic uncertainties, contingencies and cash flow requirements. The General Fund
Financial Stabilization Operating Reserve is set at 15 percent of budgeted operating expenditures plus debt
service transfers to be used in a catastrophic event or in a major emergency or in periods of severe fiscal crisis.
The General Fund Economic Uncertainty Reserve is set at 13.5 percent of budgeted operating expenditures
plus debt service transfers to be used during times of severe economic distress such as protracted recessionary
periods, State raids on local resources, or other impactful unforeseen events which greatly diminish the financial
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ability of the City to deliver core services. Minimum unassigned fund balance is set at 1.5 percent of the
budgeted operating expenditures plus transfers for debt service.

Infrastructure Repair and Replacement Funding: Beginning with the 2015-16 fiscal year, the Council
established an informal Infrastructure Repair and Replacement Reserve to begin accumulating the resources
necessary to address the City’s aging infrastructure and facilities. The City has started to set aside $2 million
annually of general fund discretionary resources towards Infrastructure Repair and Replacement Reserve.

Debt Management and Disclosure policy: The City’'s Debt Management and Disclosure Policy is intended to
ensure compliance by the City with all applicable federal and state securities laws and regulations; to achieve
the highest practical credit ratings within the context of the City’s financing needs and financing capabilities;
and to establish maximum limits on the amounts of debt outstanding and the amount of annual debt service the
City will consider. This policy sets a ceiling for the cumulative annual payments related to debt from the General
Fund at 7.5 percent of the previous fiscal year's General Fund revenue.

Timeliness of Financial Reporting Practices: The City believes that time is of the essence in the publication
of Budget and Annual Comprehensive Financial Report documents. The budget is adopted before June 30 and
loaded into the financial system on the first day of the new fiscal year. The ACFR publication date is generally
within 100 days of the close of the fiscal year. The City’s major financial documents are available on the web at
www.cityoflivermore.net.

Achievement Awards

GFOA Financial Reporting Certificate of Achievement

The Government Finance Officers Association of the United

States and Canada (GFOA) awarded a Certificate of G
Achievement for Excellence in Financial Reporting to the City

of Livermore for its annual comprehensive financial report for ‘
the fiscal year ended June 30, 2020. This was the 32nd
consecutive year that the City of Livermore has achieved this
prestigious award. In order to be awarded a Certificate of Certificate of
Achievement, a government must publish an easily readable Achievement
and efficiently organized annual comprehensive financial
report. This report must satisfy both generally accepted
accounting principles (GAAP) and applicable legal
requirements.

Government Finance OfTicers Association

for Excellence
in Financial
Reporting

A Certificate of Achievement is valid for a period of one year Presented to
only. We believe that our current annual comprehensive

financial report continues to meet the Certificate of
Achievement Program’s requirements, and we are submitting
it to GFOA to determine its eligibility for another certificate.

GFOA Popular Annual Financial Reporting Award

The City summarizes and presents key financial information
contained in the City’s ACFR and other information, in an
easy to read and understandable manner that includes multi-
year graphs to show annual changes and trends in its Popular

City of Livermore
California
For its Comprehensive Annual

Financial Report
For the Fiscal Ycar Ended

June 30, 2020

ChviZogbon P Moreiet

Exceutive Direelor’'CEO
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Annual Financial Report (PAFR). The City received the GFOA’s Award for Outstanding Achievement in Popular
Annual Financial Reporting for its PAFR for the fiscal year ended on June 30, 2020. This prestigious national
award recognizes conformance with the highest standards for preparation of a state and local government
popular reports. In order to receive this award, a government must publish a PAFR, whose contents conform
to program standards of creativity, presentation, understandability, and reader appeal. An award for
Outstanding Achievement in Popular Annual Financial Reporting is valid for a period of one year only.
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EideBailly

CPAs & BUSINESS ADVISORS

Independent Auditor’s Report

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

Report on the Financial Statements

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

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the City’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the City’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation ofthe financial
statements.

What inspires you, inspires us. | eidebailly.com

4040 Campbell Ave., Ste. 200 | Menlo Park, CA 94025-1053 | T 650.522.3400 | F 650.645.7393
EOE



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City, as of June 30, 2021, and the respectivechanges
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.

Emphasis of Matter

As discussed in Note 1L and Note 9D to the financial statements, the City adopted Governmental
Accounting Standards Board (GASB) Statement No. 84, Fiduciary Activities, effective July 1, 2020. The
adoption resulted in a restatement of the net position of Governmental Activities, the Custodial and Other
Postemployment Benefits Trust Funds and a restatement of fund balance of the nonmajor governmental
funds. Our opinions are not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 27 through 42, Schedule of Revenues, Expenditures and Changes in Fund
Balances Budget and Actual for the General Fund and Low Income Housing Special Revenue Fund, schedule
of the agent multiple employer plan’s changes in net pension liability and related ratios, schedule of the cost
sharing plan’s proportionate share of the net pension liability, schedule of contributions for the agent
multiple employer and cost sharing plans, schedule of changes in the net OPEB liability and related ratios,
and schedule of OPEB contributions on pages 122 through 129, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responsesto our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s financial statements. The introductory section, combining and individualfund financial
statements and schedules, and statistical section are presented for purposes of additionalanalysis and
are not a required part of the financial statements.

The combining and individual fund financial statements and schedules are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual fund financial statements and schedules
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 30,
2021 on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City’s 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 City’s
internal control over financial reporting and compliance.

@Muﬁ

Menlo Park, California
December 30, 2021
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FINANCIAL SECTION

MANAGEMENT’S DISCUSSION AND ANALYSIS

The purpose of the Management’s Discussion and Analysis is to offer to the reader of the City’s financial
statements a narrative overview and analysis of the financial activities of the City of Livermore for the fiscal year
ended June 30, 2021. The reader is encouraged to consider the information presented here in conjunction with
the additional information furnished in the letter of transmittal, which can be found on pages 7-16 of this report.

e The City implemented the GASB Statement No. 84, Fiduciary Activities which became effective during
the current fiscal year. The implementation of the Statement required the City to record prior period
adjustments. As a result, the beginning net positions of Custodial Funds were restated and increased
by $5,681,919, and Governmental Funds and Governmental Activities were restated and increased by
$3,232,769. In addition, the City removed the Private Purpose OPEB Trust Fund to be consistent with
the treatment of plans held by agent multiple employer plans which resulted in a decrease of
$32,250,629 in fiduciary net position. See Note 9D to the Financial Statements for more information.

e The assets and deferred outflows of resources of the City of Livermore exceeded its liabilities and
deferred inflows of resources at the close of the fiscal year 2021 by $641.0 million (net position). Of
this amount, $34.0 million represents unrestricted net position, which may be used to meet the City’s
ongoing obligations to citizens and creditors.

e The City’s net position increased 1.8 percent (or $11.5 million) for the current fiscal year to $641.0
million from a restated net position balance of $629.5 million in the prior fiscal year of which $10.0
million was generated by governmental activities and approximately $1.5 million was generated by
business-type activities.

e The City’'s Net OPEB liability dropped $12 million from $46.9 million in prior year to $34.9 million in
current fiscal year, largely due to net investment income of $10 million.

o At the close of the current fiscal year, the City’s governmental funds reported combined fund balances
of $196.0 million, an increase of $13.3 million from the prior fiscal year’s restated fund balance of $182.7
million. Approximately 12.5 percent of this amount ($24.5 million) is available for spending at the
government’s discretion (unassigned fund balance).

o At the end of the current fiscal year, unrestricted fund balance (the total of the committed, assigned,
and unassigned components of fund balance) for the general fund was $71.6 million, or approximately
60.7 percent of total general fund expenditures, and transfers out.

(B) Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City’s basic financial statements.
The City’'s basic financial statements are comprised of three components: government-wide financial
statements, fund financial statements, and notes to the basic financial statements. This report also contains
supplementary information in addition to the basic financial statements.

Government-wide Financial Statements

The government-wide financial statements are designed to provide the reader with a broad overview of the
City’s finances, in a manner similar to a private-sector business.
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The Statement of Net Position presents information on all the City’s assets, deferred outflows, liabilities, and
deferred inflows with the difference reported as Net Position. Over time, increases or decreases in Net Position
may serve as a useful indicator of whether the financial position of the City is improving or declining.

The Statement of Activities presents information showing how the City’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. This is known as the full
accrual basis of accounting.

Both of the government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or most of their costs through user fees and charges (business-type activities). The governmental
activities of the City include the following functions: General Government (city council, city manager, city
attorney, city clerk, finance, human resources), fire, police, public services, community development, economic
development, and library. The business-type activities of the City include airport, water, sewer, and stormwater.

The government-wide financial statements include not only the City itself (known as the primary government)
but also the activities of its legally separate component unit, the Livermore Capital Projects Financing Authority
(LCPFA). Since the City Council acts as the governing board for LCPFA and because this component unit
functions as part of the City government, its activities are blended with those of the primary government. The
government-wide financial statements can be found on pages 46-47 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
designated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All the funds of the
City can be divided into three categories: governmental funds, proprietary funds and fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities
in the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as
well as on balances of spendable resources available at the end of the fiscal year. This information may be
useful in evaluating the City’s near-term financial requirements. The basis of accounting in governmental funds
is known as the modified accrual basis.

The focus of fund financial statements is narrower than that of 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, the reader may better
understand the long-term impact of the City’s near-term financing decisions.

Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures
and changes in fund balances provide a reconciliation to facilitate the comparison between governmental funds
and governmental activities. This is required because the government-wide statements are prepared on the
full accrual basis of accounting while the fund statements are prepared on the modified accrual basis of
accounting.

The governmental fund financial statements provide separate information for all major funds, while non-major

funds are combined in a single column. In the FY 2020-21, the City identified two major governmental funds,
which are the General Fund, and the Low-Income Housing Fund.
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Proprietary Funds

The City maintains two different types of proprietary funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for its airport, water, sewer, and stormwater activities. Internal service funds are
used to accumulate and allocate costs internally among the City’s various functions. The City uses internal
service funds to account for the management of its retained risk for general liability and workers’ compensation,
and for its fleet and equipment services, information technology, cybersecurity, and facilities rehabilitation.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements provide separate information for all four of the City’s
enterprise funds. These funds are Airport, Water, Sewer, and Stormwater. All of the City’s internal service
funds are combined into a single, aggregated presentation in the propriety fund financial statements. Individual
fund data for the internal service funds is provided in the Supplemental Information section of this report.

Fiduciary Statements

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds activities are excluded from the City’s government-wide financial statements because the City
cannot use these assets to finance its own operations.

The City maintains two different types of fiduciary funds. The Private-Purpose Trust Fund is used to account
for the assets and liabilities held in trust for the Successor Agency to the former Redevelopment Agency; and
Custodial Funds are used to account for monies collected and disbursed in a custodial capacity for the
Livermore Pleasanton Fire District JPA and other agencies. The fiduciary fund financial statements can be
found on pages 60-61.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide important additional information that is essential to a full
understanding of the data reported in the government-wide and fund financial statements. The notes to the
basic financial Statements are found on pages 65-116.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information related to the City’s changes in net pension liability, employer’s contribution to the
pension plans, the Schedule of Changes in the City’s OPEB Liability, the Schedule of Contributions for other
post-employment benefits, and the budgetary comparison schedules for major governmental funds. Required
supplementary information can be found on pages 119-130.

Individual fund data for non-major governmental funds, internal services funds, and fiduciary funds are

presented immediately following the required supplementary information beginning on pages 133-164 of this
report.
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(C) Government-wide Financial Analysis

As noted earlier, the City’s net position may serve over time as a useful indicator of whether the City’s financial
position is improving or deteriorating. Other factors, such as market conditions, should be considered when
measuring the City’s overall financial position. This analysis focuses on the net position and changes in net
position of the City as a whole. In the case of the City, total government-wide assets and deferred outflows of
resources exceeded liabilities and deferred inflows of resources by $641.0 million, at the close of the most
recent fiscal year.

Long-term liabilities, which consist of claims, debt, compensated absences, pension, and postemployment
benefit obligations, decreased by $2.3 million from the previous year for governmental and business-type
activities combined. The City’s debt decreased by $1.4 million primarily due to the scheduled principal
payments, as discussed later under Debt Administration section. The claims liability decreased $1.2 million
due to reduction in actuarially determined claims liability. The increase in the City’s total pension liability of
$10.1 million was offset by a decline of $10.3 million in net OPEB liability.

City of Livermore Net Position
(in Millions)

Governmental actitivies Business-type activities Total
2021 2020 2021 2020 2021 2020

Assets:
Current and other assets $ 229.1 $ 2166 * $ 1414 $ 1411 $ 370.5 $ 3577
Capital assets 375.2 375.7 152.5 152.6 527.7 528.3
Total assets 604.3 592.3 293.9 293.7 898.2 886.0
Total Deferred outflows of resources 25.2 24.0 3.5 3.2 28.7 27.2
Liabilities:
Long-term liabilities outstanding 220.6 223.2 33.3 33.0 253.9 256.2
Other liabilities 17.0 14.8 4.4 6.2 21.4 21.0
Total liabilities 237.6 238.0 37.7 39.2 275.3 277.2
Total Deferred inflows of resources 9.3 5.7 1.3 0.8 10.6 6.5
Net position:
Net investment in capital assets 316.6 316.4 144.5 144.5 461.1 460.9
Restricted 145.9 139.9 * - - 145.9 139.9
Unrestricted (79.9) (83.7) * 113.9 112.4 34.0 28.7
Total net position $ 382.6 $ 3726 * $ 258.4 $ 256.9 $ 641.0 $ 629.5

" restated

By far, the largest portion of the City’s net position ($461.1 million or 71.9 percent) reflects its investment in
capital assets (e.g., land, buildings, machinery, equipment, vehicles, and infrastructure), less any related
outstanding debt that was used to acquire those assets. The City uses these capital assets to provide a variety
of services to its citizens. Accordingly, these assets are not available for future spending. Although the City’s
investment in capital assets is reported net of related debt, it should be noted that the resources used to repay
this debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate
these liabilities.

An additional portion of the City’s net position ($145.9 million or 22.8 percent) represents resources that may
be used only for specified capital projects, special revenue programs, or landscape and maintenance. The
restrictions on these funds were placed there by outside agencies and are not subject to change by the City.
The remaining balance of $34.0 million or 5.3 percent is unrestricted and may be used to finance day-to-day
operations without constraints established by debt covenants or other legal requirements or restrictions.

At the end of the current fiscal year, except for unrestricted net position, the City is able to report positive
balances in all reported categories of net position, both for the government as a whole, as well as for its separate
business-type activities. The unrestricted category for governmental activities had a deficit balance of $79.9
million as of the end of the current fiscal year. The deficit is caused primarily by the approximately $98.6 million
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for the unfunded pension liabilities and $36.7 million in postemployment liabilities including the related deferred
inflows and outflows of resources. The unfunded net pension liabilities and net OPEB liabilities will be funded
annually in accordance with actuarially determined contribution rates. The positive component of the
governmental unrestricted net position, excluding the effects of pension and OPEB liabilities, is $55.4 million
and may be used to meet the City’s ongoing obligations to citizens and creditors.

Overall, the City’s net position increased by $11.5 million to $641.0 million in the current fiscal year from $629.5
million for the prior fiscal year. The reasons for this overall increase are discussed in the following sections for
governmental activities and business-type activities.

Changes in Net Position

(in Millions)
Governmental Activities Business-Type Activities Total
2021 2020 2021 2020 2021 2020
Revenues
Program revenues:
Charges for senices $ 13.3 $ 17.0 $ 48.1 $ 46.4 $ 61.4 $ 63.4
Operating contributions and grants 19.8 16.3 0.4 0.4 20.2 16.7
Capital grants and contributions 9.5 12.4 3.0 7.4 12.5 19.8
Total program revenues 42.6 45.7 51.5 54.2 94.1 99.9
General revenues:
Property taxes 38.9 37.8 - - 38.9 37.8
Sales taxes 35.4 32.9 - - 35.4 32.9
Other taxes 16.2 16.2 - - 16.2 16.2
Intergovernmental 9.4 9.0 - - 9.4 9.0
Investment income 1.6 8.5 0.4 3.3 2.0 11.8
Miscellaneous 6.4 6.0 - - 6.4 6.0
Change in value of investment in JPA - - - - -
Total general revenues 107.9 110.4 0.4 3.3 108.3 113.7
Total Revenues 150.5 156.1 51.9 57.5 202.4 213.6
Expenses
General Government 15.6 251 - - 15.6 25.1
Fire 24.4 22.0 - - 24.4 22.0
Police 40.4 37.3 - - 40.4 37.3
Public Works 21.7 19.7 - - 21.7 19.7
Community Development 24.8 32.6 - - 24.8 32.6
Economic Development 4.4 2.8 - - 4.4 2.8
Library 6.3 6.4 - - 6.3 6.4
Interest on long term debt 1.2 1.7 - - 1.2 1.7
Airport - - 4.0 4.2 4.0 4.2
Water - - 18.8 15.6 18.8 15.6
Sewer - - 24.0 24.0 24.0 24.0
Stormwater - - 5.3 5.2 5.3 5.2
Total expenses 138.8 147.6 52.1 49.0 190.9 196.6
Increase (Decrease) in Net Position
before transfers 11.7 8.5 (0.2) 8.5 11.5 17.0
Transfers, net (1.7) (0.3) 1.7 0.3 - -
Changes in net position 10.0 8.2 1.5 8.8 11.5 17.0
Net Position-Beginning, as restated 372.6 * 361.2 256.9 248.1 629.5 609.3
Net Position-Ending 382.6 369.4 258.4 256.9 641.0 626.3
Net position adjustment - 3.2 - - - 3.2
Net position - Ending, as restated $ 382.6 $ 372.6 $ 2584 $ 256.9 $ 641.0 $ 6295
" restated
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Governmental Activities

The Statement of Activities presents program revenues and expenses, and general revenues in detail. The
City’s governmental Net Position was $382.6 million on June 30, 2021, an increase of $10.0 million over the
restated 2020 balance of $372.6 million. During the current fiscal year, the City made a prior period adjustment
in the Governmental Net position as required by the GASB Statement No. 84, Fiduciary Activities. See Note 9D
to the Financial Statements for more information.

Total revenues of governmental activities were $150.5 million. The largest component of total revenue is taxes
at $90.5 million, making up 60.1 percent of total revenues. As shown in table on the previous page, $42.6
million, or 28.3 percent, of the City’s Governmental revenue in the current year came from program revenues
out of which charges for services accounted for 8.8 percent of total governmental revenues while Operating
and Capital Grants made up 19.5 percent of the total governmental revenues.

Program revenues for governmental activities decreased by $3.1 million during the year mainly due to a
reduction of $3.7 million and $2.9 million for charges of services and capital grants and contribution respectively,
General revenues also experienced a decline of $2.5 million in the current year primarily due to a decline of
$6.9 million in investment income. This loss was offset by gain in other categories which are discussed in further
detail under the Fund Financial Statements Analysis.

The sources of the revenues shown previously are portrayed in the chart below by percentage for the
Governmental Activities. The City’s reliance upon tax revenues is evident from the sources of revenue chart,
indicating that more than half of the City’s total governmental activities revenue comes from general tax
revenues. This is consistent with the nature and purpose of governmental funds, particularly in the General
Fund, where programs are largely supported by general taxes.

Citywide Governmental Activities

Sources of Revenue Functional Expenses

Police

Property taxes 28.8%

Grants & 25.8%
Contributions
19.5%
Public Works
15.4%

Charges for iy Sales taxes
Services 23.5%
8.8% f General

Government Community
Other taxes h 11.0% Development

10.8% \ \ 17.6%

Intergovernmental

6.2% Miscellaneous .
Investment i Economic

X 4.3% Interest
income 2 90 Development
14% = 31%

Total expenses were $138.8 million in the current fiscal year, a decrease of $8.7 million from the prior year.
The largest increase was in public safety for Police and Fire of $5.5 million followed by reductions in General
Government and Community Development of $8.0 and $7.8 million, respectively.

The Functional Expenses chart above shows Police and Fire accounted for 46.2 percent of total governmental
expenses while Community Development accounted for 17.6 percent, Public Works 15.4 percent and other
governmental programs 20.8 percent.
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As shown in the graph below, during the current fiscal year, the cost of all activities except for Community
Development exceeded the revenue generated by those programs. This is to be expected as other general
sources of revenues such as property taxes, sales taxes, other taxes, and investment income are used to
subsidize the gap between program expenditures and program revenues.

Program Revenues and Expenses -
Governmental Activities

M Revenues
" $50
2 $40.4
H Expenses
g $40
E s $30.1
30 24.8
$24.4 17 $
$20 $15.6 B
310 ¢39 $4.4 $a.4 563
$3. $1.2 $2.9 $0.0 $0.2 i 0.0 $1.2
s — — (™| b —
General Fire Police Public Works ~ Community Economic Library Interest on
Government Development Development long-
term debt

Business-type Activities

For the City’s business-type activities, the results for the current fiscal year were positive in that the overall net
position increased to reach an ending balance of $258.4 million. The total increase in net position for business-
type activities was $1.5 million or 0.6 percent from the prior fiscal year. Overall business type program revenues
decreased by $2.7 million from the prior year level of $54.2 million to $51.5 million in the current fiscal year.
The decrease was mostly due to a decline of $4.4 million in capital grants and contributions partially offset by
increase of $1.7 million in charges for services associated with increase in annual water and sewer rates as
well as a increase in water consumption.
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