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January 24, 2023

To the Honorable Mayor, Members of the City Council and Citizens of the City of Moreno Valley:

On behalf of the City Manager, Management Team, and City Staff, it is my pleasure to submit the Annual
Comprehensive Financial Report (ACFR) of the City of Moreno Valley (the City) for the fiscal year ended
June 30, 2022.

This report consists of management's representations concerning the finances of the City. Consequently,
management assumes full responsibility for the completeness and reliability of all 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 to both 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 accordance with generally accepted accounting principles (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.

The City's financial statements have been audited by Rogers, Anderson, Malady & Scott, LLP, a firm of
certified public accountants. The independent auditor concluded, based on their audit, that there was a
reasonable basis for rendering unmodified opinions on the City's financial statements for the fiscal year
ended June 30, 2022. An unmodified opinion reflects the auditor's judgment that the City's financial records
and statements are fairly and appropriately presented and are in accordance with GAAP. The independent
auditor's report is presented as the first component of the Financial Section of this report.

The independent audit of the financial statements of the City was part of a broader, federally mandated
"Single Audit' designed to meet the special needs of federal grantor agencies. The standards governing
the 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. These reports are available in the City's
separately issued Single Audit Report.

Management has provided an overall analysis of the financial statements in the form of Management's
Discussion and Analysis (MD&A). This letter of transmittal is designed to complement the MD&A and should
be read in conjunction with it. The City's MD&A can be found immediately following the report of the
independent auditors.

Key Financial Report Sections

The Introductory Section includes information about the organizational structure of the City, the City's
economy, major initiatives, status of City services, and cash management.

The Financial Section includes the MD&A, Basic Financial Statements, Notes to the Basic Financial
Statements, and Required Supplementary Information. The Basic Financial Statements include the
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government-wide financials and other statements that report on all City financial operations, and also
include fund financial statements that present information for all City funds. The independent auditor's report
on the Basic Financial Statements is also included.

The Statistical Section includes up to ten years of historical financial data and miscellaneous social and
economic information that conforms to GASB standards for reporting statistical information. This section
may be of special interest to citizens and prospective municipal bond investors.

Profile of the City of Moreno Valley

The City of Moreno Valley was incorporated on December 3, 1984. It is centrally located in Southern
California, 66 miles east of Los Angeles and 100 miles north of San Diego. The City encompasses 51.3
square miles of land area in western Riverside County and with a population estimate of 209,407 continues
to be the second largest city in Riverside County.

During the 2021/22 fiscal year, the City operated under the council-manager form of government with a
directly elected mayor and a four-member elected City Council. There are volunteer Commissions and
Boards, as well as several Citizen Advisory Committees to help guide the Council in its decisions. The City
Council is responsible for, among other things, passing ordinances, adopting the budget, appointing
committees, and hiring the City Manager, City Attorney and City Clerk. The City Manager is responsible for
carrying out the policies and ordinances of the Council, for overseeing the day-to-day operations of the City,
and for appointing the heads of the various departments.

The City provides a wide range of services, which include general government, public safety (police and
fire), animal control services, disaster preparedness, construction and maintenance of infrastructure,
economic development, library, an electric utility which primarily serves the newly developed areas of the
City, parks, and a wide range of community recreation and youth programs. In addition to general City
activities, the Council is financially accountable for the Moreno Valley Community Services District, the
Moreno Valley Public Financing Authority, the Moreno Valley Public Facilities Financing Corporation, the
Housing Authority, the Successor Agency and several Community Facilities Districts. These entities are
included as an integral part of the City's financial statements. Additional information on these legally
separate entities can be found in Note 1a of the Notes to Financial Statements.

The annual budget serves as the foundation for the City's financial planning and control. The City Manager
presents the proposed biennial (two-year) budget to the City Council for review in April/May prior to the
start of the first budget year. The Council holds a series of public meetings on the proposed budget and
adopts a final budget no later than June 30" The City's fiscal year is July 1s' through June 30™. The City
Council is updated on the City's financial condition through the process of quarterly budget reviews, which
contain amendments as needed to update revenues and expenditures. The appropriated budget is
prepared by fund, department, and program, and is controlled at the fund level by the City Council. The
City Manager can approve transfers between programs and departments, provided that such transfers do
not increase the overall budget. Appropriations that increase the fund budget require City Council
approval. Budget-to-actual comparisons are provided in this report for each individual governmental fund
for which an appropriated annual budget has been adopted. The budget-to-actual comparisons for the
general fund and the major governmental funds can be found in the Financial Section of this report. The
budget-to-actual comparisons for the non-major governmental funds can be found in the Supplemental
Schedules of this report.

Moreno Valley's economy and long-term outlook

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

The City continues to be a leader in business development with 4,500 businesses strong, including many
Fortune 500 and international companies such as Amazon, Proctor & Gamble, Skechers USA, Karma
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Automotive, Harbor Freight, Floor & Decor, Decker Brands, Aldi. Gate City, ResMed and many more. In
addition, the City has an array of undeveloped land, development opportunities, entitled development
projects, and available lease space at economically feasible prices to continue its growth into the future.

Moreno Valley has experienced yet another year of pronounced economic activity. The City continues to
experience increased development activity in new retail, commercial and industrial construction and
development. The employment environment in the City of Moreno Valley has expanded dramatically in
recent years and over 25,600 jobs have been created in the last nine years.

Following employment growth within the City, average household income has increased to $94,801 in 2022
or nearly a 50% growth rate since 2015.

The City continues to look forward to ongoing growth with 3.0 million of square feet of industrial space
completed in 2021. Also underway is a hospital expansion project which, upon buildout, will add an
additional 1.25 million square feet. This is in addition to the previously approved World Logistics Center,
which will be the largest industrial park in California with 40.6 million square feet of development over 2,600
acres of land and projected to produce an estimated 20,000 new jobs. The World Logistics Center is
expected to move forward in the next year. :

The ongoing growth and development have had other positive impacts to the community with the residential
market showing strong growth over the last year with a 22.1% annual increase in average home value to
over $513,000. This has also driven the demand for additional housing and the City currently has more
than 2,500 single family units approved, entitled or under construction along with more than 3,300
multifamily units approved, entitled or under construction.

During FY 2021-22 the City continued to monitor and respond to the Coronavirus Disease 2019 (COVID-
19) virus. The business community continues to experience difficulties related to staffing as well as growing
inflationary pressure the long-term economic impacts of the pandemic are unknown. The American Rescue
Plan which was passed in April 2021 includes $48.4 million ($24.2 million per year) which has been
allocated to Moreno Valley to assist the City and the community in recovery efforts resulting from the
pandemic.

The City of Moreno Valley has entered into tax abatement agreements with two local businesses. These
agreements include local hiring requirements which are intended to stimulate the local employment
opportunities for the community. Due to limitations established by California law we are unable to disclose
information regarding the amounts of sales tax that were abated. For additional information regarding these
tax abatements please refer to Note 10-e.

Long-term financial planning: In May 2021, the City Council approved a two-year Operating Budget for
fiscal years 2021/2022 and 2022/2023 that was not only balanced without the use of General Fund
reserves, it also restored services and increased customer service standards for our development
community, customers, and citizens. Through quarterly budget review meetings and continued
development of Long-Range Business Projections, the City continues to be responsive to any financial
changes and remains focused on the long term impacts of any financial decisions. In June 2021, the City
Council approved a two-year Capital Improvement Plan (CIP) which includes all capital projects and
identifies the timing of each project as well as the funding source. These actions provide the City Council
with expected results of operations based on their budget and other policy decisions within the scope of
projected revenues and expenditures.

The City of Moreno Valley continues to prepare for the future, enhancing a comprehensive financial reserve
policy to direct the City's reserves for specific purposes. This policy will help maintain the City's financial
stability, protect against future economic downturns, which bring unpredictable shortfalls in tax revenue,
better prepare the City, its residents and its businesses for a catastrophic natural disaster. Moreno Valley's
financial reserves policy formalizes the City's long-standing best practice of maintaining reserves and splits
the reserve funds into three categories: Cash Flow, Rainy Day, and Emergency reserves. Maintaining a
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Cash Flow reserve in unassigned fund balance with a minimum of 17% of the City's general fund expenses
will allow the City to provide day-to-day services through normal revenue cycles. Assigning a minimum of
10% of the City's general fund to a Rainy Day (Economic uncertainty) reserve will ensure that the City has
the flexibility to continue to deliver quality services during future economic downturns. A minimum of 12%
of the City's general fund will be committed to an Emergency (Operating) reserve which can be used in
response to a catastrophic earthquake, flood, fire or other disaster. The fund will also provide a financial
buffer in the event that the City is forced to wait for receipt of federal disaster relief funds.

In September 2021, the City's credit rating was upgraded from A+ to AA-. by Standard & Poor's. A key
factor in achieving and maintaining the strong rating is the action of City Council and the City Manager to
balance the City's General Fund budget. The City's ongoing commitment to fiscal responsibility and
effective management is continuously demonstrated as we navigate complex fiscal challenges without the
use of General Fund reserves. Our City Council and management team strategized, planned and delivered
on balanced financials and as revenues continue to steadily grow, we look forward to strategizing and
planning our continued economic recovery.

While Moreno Valley's fiscal position currently remains stable, the City is keeping a watchful eye on areas
of concern such as the continued impacts from the COVID-19 pandemic, potential for slower economic
growth and increased costs for public safety services provided by Riverside County. As the City continues
to add residents, infrastructure and service needs will also grow as new facilities and roadways are
constructed to meet community needs. Through financial management, the City will continue to focus on
financial stability and community quality of life, despite state and federal policies that potentially affect the
funding Moreno Valley and other California cities receive.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the City of Moreno Valley for its Annual Comprehensive Financial
Report (ACFR) for the year ended June 30, 2021. This was the twenty fourth consecutive year that the City
has received this prestigious award. The City received the award for publishing an easily readable and
efficiently organized ACFR that satisfied both GAAP and applicable legal requirements. A Certificate of
Achievement is valid for a period of one year only. | believe that our ACFR continues to meet the Certificate
of Achievement Program’s requirements and | am submitting it to the GFOA to determine its eligibility for
another certificate. The City also received its seventh consecutive award from the GFOA for Outstanding
Achievement in Popular Annual Financial Reporting (PAFR) for the year ended June 30, 2021. The
development of the supplemental PAFR is just one piece of the City's increased public communication
efforts to increase transparency and public awareness.

The preparation of this report would not have been possible without the efficient and dedicated services of
the entire staff of the Financial & Management Services Department and especially the Financial
Operations and Financial Resources Division. | would like to express my appreciation to all members of the
divisions who assisted and contributed to its preparation. Credit also must be given to other City
departments for their assistance and the City Council for their continuous support for maintaining the
highest standards of professionalism in the management of the City of Moreno Valley's finances.

Lastly, | would like to thank the City's independent auditors, Rogers, Anderson, Malady & Scott, LLP, for
their assistance in preparing this important financial document.

Respectfully submitted,

%/L
Brian Mohan

Assistant City Manager/ Chief Financial Officer/ City Treasurer

v



CITY OF MORENO VALLEY, CALIFORNIA

MUNICIPAL OFFICIALS
June 30, 2022

CITY COUNCIL

Dr. Yxstian Gutierrez, Mayor
Edward A. Delgado, Mayor Pro Tem
Elena Baca-Santa Cruz, Councilmember
David Marquez, Councilmember
Ulises Cabrera, Councilmember

EXECUTIVE OFFICERS

Mike Lee, City Manager
Brian Mohan, Assistant City Manager/Chief Financial Officer/City Treasurer
Aldo Schindler, Assistant City Manager (Development)
Jane Halstead, Manager of the Office of Mayor and City Council/City Clerk
Steve Quintanilla, Interim City Attorney
Michael Lloyd, Public Works Director/City Engineer
Manuel A. Mancha, Community Development Director
Jesse Park, Fire Chief
Jeremy Bubnick, Parks & Community Services Director
John Salisbury, Chief of Police



saniioey

J|04Aed

$821N0Say uewnH

$921M8S ABojouyda |

Ajigeueisng
7 Buiseyaind

$901N0SaY [eloueul

suoneladQ [eloueuly

Juswabeue 3 [eloueul

SERIVVIENY

VI

pJeog uoneaiasald
[eILI0ISIH 79 [eIUSWUOIAUT

pJeog sjeaddy A11j1q1ss220y

$|19UN0Y 79 spIeog

(Iunod An)

uoneuodsuel]  — S9IINIBS [BWILY  —
swea| Areiqn
K ] | L !
1N 0119913 Buiuueld WaWad10)u3 feads | uswabeuepy
Aouabiaw3 Jo 3210 [
suopessdo || $90IMIBS loeg i 131U3) J01UaS
% 9oURUBIUIRIA pooyloqublaN | | uonualLy
’ JusWAUEBYUT ssauisng - UORUSAS. 3dl4 [ J01BNSIUIWpY
juswdojanag pue] — Ayunwiwo) aAv918d H $92IMIS ANUNWWO) 10e0U0) A18JES 21j0Nd
uonoemy d
L —  suonesado aii4
s108foid eyde)  — Aoyes 2 BupIng SSOUISNY uonensiuiwpy  H oAU Sed s10L181Q [e108ds
I
SYJOM 91|aNd juawdojanag ANunwwio) S od 2210d juawiedaq ali4 S80IAISS
y I _ : 2IWOU0d3 1 : Aunwwon 7 sed
[ [ | |
991WWOY S|lel| pue
$90IMIBS AUUNWILIO? 'Sied Jabeuey A Aindag SUOITRIIUNWIWOYD % BIPBIA
| preog
uoIssiwwo) A1ayes u_tm‘f uoIssiwwo) Areigri KlosInpy ,suazinl) loluss
I
(sea1nu85 uswdolanaq) (uonensiuiwpy)
uoissiwwo) Buluueld UOISSILUWIOY SUY Jabeue A1) 1UBISISSY Jabeue A1) 1ueISISSY |19uno) siapea] buibiaw3
S9913WIWOY 79 SUOISSIWLWOY N8I A1) 1abeue Aun Ksuiony A1)
_ _
(Iunog Au) (1rounog Au) (Iunog Au)
[1uno Ao
s99)1snJ] Jo paeog Arelqi] 10113S1Q $99IAISS AlUNWIWO) Auoyiny Buioueuld agnd AN

suazniy

11ey) uoneziuebiQ AsjeA oualoln Jo Ao

Kouaby 1uswdojanapay Jawio) 01
Aouaby 10ssa20Nng




P

Government Finance Officers Association

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Moreno Valley
California

For its Annual Comprehensive
Financial Report
For the Fiscal Year Ended

June 30, 2021

Chitogfo. P Morniet
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735 E. Carnegie Dr. Suite 100
San Bernardino, CA 92408
909889 0871 T

909 889 5361 F

ramscpa.net

Independent Auditor’s Report
To the Honorable Mayor and Members of the City Council
City of Moreno Valley, California
Report on the Audit of the Financial Statements

Opinions

ST (Partner Emerite We have audited the financial statements of the governmental activities,
the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Moreno Valley, California (the
City), as of and for the year ended June 30, 2022, and the related notes
to the financial statements, which collectively comprise the City’s basic
financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements present fairly, in all
material respects, the respective financial position of the governmental
activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City, as of June 30, 2022, and the
respective changes in financial position and, where applicable, cash flows
thereof and the respective budgetary comparison statements as listed in
the table of contents for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America (GAAS) and the standards
applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our
Certified Publie Accountats 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
S opinions.

2 Society of Responsibilities of Management for the Financial Statements

The City’'s management is responsible for the preparation and fair
presentation of the financial statements in accordance with accounting
principles generally accepted in the United States of America, and for the
Proud Member of C - - -
. . - design, implementation, and maintenance of internal control relevant to
AlliottGlobalAlliance . ) : . \
the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

m.‘\ ROGERS, ANDERSON, MALODY & 5CC
CERTIFIED PUBLIC ACCOUNTANTS, SIN

STABILITY. ACCURACY. TRUST.



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.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

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

¢ |dentify 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.

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

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

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.

Emphasis of Matter

As discussed in Note 1 to the financial statements, the City adopted the provisions of Governmental

Accounting Standards Board Statement No. 87, Leases. Our opinions are not modified with respect
to this matter.

ROGERS, ANDERSON, MALODY & SCOTT, LLP.
CERTIFIED U] ACCOUNTANTS, SINCE 1948
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Required Supplementary Information

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

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The accompanying supplementary
information, such as the combining and individual nonmajor fund financial statements and schedules
listed in the table of contents are presented for purposes of additional analysis and are not a required
part of the basic financial statements.

The accompanying supplementary information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the accompanying supplementary information is 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 financial
statements and our auditor's report thereon. Our opinions on the financial statements do not cover the
other information, and we do not express an opinion or any form of assurance thereon. In connection
with our audit of the financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the financial
statements, or the other information otherwise appears to be materially misstated. If, based on the
work performed, we conclude that an uncorrected material misstatement of the other information
exists, we are required to describe it in our report.

ROGERS, ANDERSON, MALODY & SCOTT, LLP.
CERTIFIED U] ACCOUNTANTS, SINCE 1948
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 24,
2023 on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the City’'s
internal control over financial reporting and compliance.

faﬁus, Arcbercon, Ma,ax-7 2 deott, LLP

San Bernardino, California
January 24, 2023

ROGERS, ANDERSON, MALODY & SCOTT, LLP.
CERTIFIED PUBLIC ACCOUNTANTS, SINCE 1948
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