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INDEPENDENT AUDITORS’ REPORT

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

Report on 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 City of Industry, California (the “City™) as of and
for the year ended June 30, 2015, 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 entity’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 entity’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 of the financial statements.

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, 2015, 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.

200 East Sandpointe Avenue, Suite 600, Santa Ana, California 92707
Tel: 949-777-8800 * Toll Free: 855-276-4272 ¢ Fax: 949-777-8850

Www.Pungroup LLOom



To Honorable Mayor and Member of City Council
of the City of Industry

City of Industry, California

Page 2

Emphasis of Matter
Implementation of GASB Statements Nos. 68 and 71

As discussed in Note 1 to the basic financial statements, the City implemented Governmental Accounting Standards
Board (“GASB™) Statement No. 68, Accounting and Financial Reporting for Pensions — an amendment of GASB
Statement No. 27) and GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date — an amendment of GASB Statement No. 68. The adoption of these standards required
retrospective application of previously reported net position and reclassification of certain accounts as of July 1, 2014
as described in Note 1 to the basic financial statements. In addition, aggregate net pension liability is reported in the
Statement of Net Position in the amount of $4,782,916 as of the measurement date. Net pension liability is calculated
by actuaries using estimates and actuarial techniques from an actuarial valuation as of June 30, 2013 which was then
rolled-forward by the actuaries to June 30, 2014, the measurement date for California Public Employee Retirement
System (“CalPERS”) plans. Our opinion is not modified with respect to this matter.

Uncertainty of Collectability of Notes Receivable from Industry Convalescent Hospital

As discussed in Note 5 to the basic financial statements, the City is uncertain of the collectability of the note
receivable from Industry Convalescent Hospital and the related accrued interest totaled to $42,217,440 as of June 30,
2015. 100% of the outstanding balance was off-set by an allowance for doubtful account. Qur opinion is 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 (“MD&A™), the Budgetary Comparison Schedule, the Schedules of Funding Progress OPEB Plan, the
Schedule of the City’s Proportionate Share of the Net Pension Liability and Related Ratios, the Schedule of the City’s
Contributions and on pages 7 to 21 and 80 to 96 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 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.

Other 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 combining and individual nonmajor fund financial statements are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and the Schedule of Long-Term Debt 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 aunditing standards generally accepted in the United States of America. In our opinion, the combining and
individual nonmajor fund financial statements are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 19, 2016, 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.

Santa Ana, California
February 19, 2016
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CITY OF INDUSTRY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

The City of Industry and its component units (the “City”) provide this Management'’s
Discussion and Analysis that gives an overview of the City’s activities for the year ended
June 30, 2015. Please read this information in conjunction with the City’s basic financial
statements.

Financial Highlights

As management of the City, we offer readers of the City’s financial statements this
narrative and analysis of the financial activities of the City for the fiscal year ended June
30, 2015.

The assets of the City’'s governmental activities exceeded its liabilities at June 30, 2015
by $629.1 million (Net Position). Of this amount, $103.9 million is restricted for debt
service activities. Net Position increased by $47.4 million due to operations with a $6.2
million decrease due to implementation of GASB Statement No. 68 and GASB
Statement No. 71.

The assets of the City’s business-type activities exceeded its liabilities at June 30, 2015
by $37.5 million (Net Position). Of this amount, $33.7 million is invested in capital assets,
net of related debt. Net Position increased by $0.7 million due to operations with an
additional $0.3 million increase due to a change in presentation in accounting for certain
water operations of Industry Public Utilities Water System.

General Overview of the Financial Statements

This annual report consists of four parts — management’s discussion and analysis, the
basic financial statements, required supplementary information, and other
supplementary information section that presents combining financial statements and
debt amortization schedules. The basic financial statements are comprised of 3 parts —
(1) the government-wide financial statements, (2) the fund financial statements and (3)
the notes to the financial statements. The government-wide financial statements, the
Statement of Net Position and the Statement of Activities provide information about the
activities of the City as a whole and present a long-term view of the City’'s finances. For
governmental activities, these statements tell how these services were financed in the
short term as well as what remains for future spending. Fund financial statements also
report the City’'s operations in more detail than the government-wide statements by
providing information about the City’s most significant funds.

Government-Wide Statements
The Statement of Net Position and the Statement of Activities

The Statement of Net Position and the Statement of Activities report information about
the City as a whole and about its activities. These statements include all assets, deferred
outflows of resources, liabilities, and deferred inflows of resources using the accrual
basis of accounting, which is similar to the accounting used by most private-sector
companies. All of the current year's revenues and expenses are taken into account
regardless of when cash is received or paid.



CITY OF INDUSTRY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

These two statements report the City’s Net Position and changes thereto. Net Position,
the difference between assets and deferred outflows of resources and liabilities and
deferred inflows of resources are one way to measure the City’s financial health or
financial position. Over time, increases or decreases in Net Position are an indicator of
whether the financial health is improving or deteriorating.

However, it is important to consider other non-financial factors such as changes in the
City’s property tax base or condition of the City’s roads to accurately assess the overall
health of the City.

The Statement of Net Position and the Statement of Activities, present information about
the following:

Governmental Activities - All of the City’'s basic services are considered to be
governmental activities, including general government, community development, public
safety, public works, and community services. Property taxes, transient occupancy
taxes, sales taxes, and franchise fees finance most of these activities.

Proprietary Activities/Business Type Activities - The City charges a fee to customers
to cover all or most of the cost of the services provided. The Industry Public Utilities
Commission (the “IPUC"), the Industry Hills Expo Center, and the Industry Property and
Housing Authority (the “Housing Authority”) are reported in this category.

Component Units - The City’'s government-wide financial statements include the
blending with the City of the following entities: The Civic-Recreational-Industrial Authority
(“CRIA"), the Industry Public Utilities Commission, the City of Industry Public Facilities
Authority (the “PFA”) and the Industry Property and Housing Management Authority (the
“Housing Authority”). Although legally separate, these “component units” are important
because the City is financially accountable for them.

Reporting the City’s Most Significant Funds
Fund Financial Statements

The fund financial statements provide detailed information about the most significant
funds — not the City as a whole. Some funds are required to be established by State law
and by bond covenants. However, management establishes many other funds that aid
in the administration of resources for particular purposes or meet legal responsibilities
associated with the usage of certain taxes, grants, and other money. The City’s three
kinds of funds, governmental, proprietary and fiduciary, use different accounting
approaches as explained below.

Governmental Funds - Most of the City’s basic services are reported in governmental
funds. Governmental funds focus on how resources flow in and out with balances
remaining at year-end that are available for spending. These funds are reported using
an accounting method called modified accrual, which measures cash and all other
financial assets that can be readily converted to cash. The governmental fund
statements provide a detailed short-term view of the City’'s general government
operations and the basic services it provides. Governmental fund information shows

-7-
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whether there are more or fewer financial resources that can be spent in the near future
to finance the City’s programs.

We describe the relationship (or differences) between governmental activities (reported
in the Statement of Net Position and the Statement of Activities) and governmental funds
through a reconciliation following the fund financial statements.

Proprietary Funds — The City maintains three enterprise funds. The enterprise funds
are classified as 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 the IPUC, Industry Hills Expo
Center, and Housing Authority. These funds use the full accrual method of accounting.

Fiduciary Funds — Agency Funds are used to account for assets held by the City as an
agent for individuals, other governments and/or other funds. Agency Funds are custodial
in nature (assets equal liabilities) and do not involve measurement or results of
operations. The Private-Purpose Trust Fund is a fiduciary fund used by the City to report
trust arrangements under which the principal and income benefits other governments.
This fund reports the assets, liabilities and activities of the Successor Agency of the
Industry Urban-Development Agency.

The City is the trustee, or fiduciary, for certain amounts held on behalf of developers,
property owners, and others. These fiduciary activities are reported in Private-Purpose
Trust Fund. The City is responsible for ensuring that the assets are used for their
intended purposes. Therefore, fiduciary activities are excluded from the City’s other
financial statements because the assets cannot be used to finance operations.
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The City as a Whole

Our analysis focuses on the Net Position (Tables 1 and 3) and changes in Net Position
(Tables 2 and 4) of the City’s governmental and business activities.

Governmental Activities — Net Position

Table 1
Net Position
Governmental Activities
2015 2014 Change
Current and other assets $ 823,766,969 $ 849,167,515 $ (25,400,546)
Capital assets, net 206,740,701 208,407,210 (1,666,509)
Total assets 1,030,507,670 1,057,574,725 (27,067,055)
Deferred outflows of resources
Deferred charge on refunding 1,259,986 1,724,960 (464,974)
Other deferred outflows of resources 369,922 369,922
Total deferred outflows of resources 1,629,908 1,724,960 (95,052)
Long-term liabilities 378,067,254 415,673,650 (37,606,396)
Other liabilities 23,152,751 55,719,499 (32,566,748)
Total liabilities 401,220,005 471,393,149 (70,173,144)
Deferred inflows of resources
Net difference between projected and
actual earnings on pension plan investments 1,607,283 1,607,283
Difference between employer contribution and
employer's proportionate share of contribution 242,910 242,910
Total deferred inflows of resources 1,850,193 1,850,193
Net position:
Net investment in capital assets 201,760,700 208,043,984 (6,283,284)
Restricted for:
Debt service 103,864,252 160,757,267 (56,893,015)
Unrestricted 323,442,428 219,105,285 104,337,143
Total net position $ 629,067,380 $ 587,906,536 $ 41,160,844

During the year, the City implemented GASB Statement No. 68, “Accounting and
Financial Reporting for Pension—an amendment of GASB Statement No. 27” and No.
71, “Pension Transition for Contribution Made Subsequent to the Measurement Date—
an amendment of GASB Statement No. 68”. These statements establish accounting and
financial reporting standards for purpose of measuring and recognizing liabilities,
deferred outflows of resources, and deferred inflows of resources, and
expense/expenditures. For defined benefit pensions, the statements identify the
methods and assumptions that should be used to project benefit payments, discount
projected benefit payments to their actuarial present value, and attribute that present
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value to periods of employee service. GASB 68 requires that the reported results must
pertain to liability and asset information within certain defined time frames.

The City's prior period financial statements included for comparative purposes are
presented as previously reported and the change in accounting standards have been
reported as an adjustment to the beginning net position in the current period. The
change resulted in a restatement in beginning net position of $6,232,085 in the
government-wide governmental activities.

As noted above, Net Position may serve over time as a useful indicator of a
government’s financial position. In the case of the City, assets exceeded liabilities by
approximately $629.1 million at June 30, 2015.

The largest portion of the Net Position is restricted by external sources on how the funds
may be used. Approximately $201.8 million is the City’'s net investment in its capital
assets. It should be noted that the resources needed to repay this debt must be
provided from other sources since the capital assets themselves cannot be used to
liquidate these liabilities. In addition, approximately $103.9 million are restricted for the
City’s future debt service obligations.

The City’s total Net Position under governmental activities increased over the prior year
by $41.2 million.

Total liabilities and deferred inflows of resources decreased by approximately $68.3
million as the City made payments on its long-term obligations and also prefunded $11.0
million of its OPEB actuarial accrued liability as of July 1, 2015. Other liabilities
decreased by $32.6 million as the City paid for litigation in the amount of $42.5 million
which was accrued for in the prior year which was offset by increases of its OPEB
accrued liability.

The decrease in Net investment in capital assets of $6.3 million is a result of current year

dispositions and depreciation expense exceeding payments on long-term debt
obligations.

-10 -
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Governmental Activities — Changes in Net Position

Table 2
Change in Net Position

Governmental Activities

2015 2014 Change
Revenues:
Taxes $ 96,231,387 $ 101,519,823 $ (5,288,436)
Revenues from use of money and property 74,018,477 45,289,566 28,728,911
Other revenues 3,815,296 4,167,776 (352,480)
Community development 3,210,500 2,955,038 255,462
Total revenues 177,275,660 153,932,203 23,343,457
Expenses:
General government 5,928,344 9,003,648 (3,075,304)
Support services 8,124,701 7,679,546 445,155
Community development 3,765,894 3,919,393 (153,499)
Community services 4,262,699 3,687,057 575,642
Public safety 10,336,819 11,093,832 (757,013)
Capital projects and public works 17,421,517 16,940,599 480,918
Interest expense 17,865,315 18,717,068 (851,753)
Total expenses 67,705,289 71,041,143 (3,335,854)
Increase in net assets before other items 109,570,371 82,891,060 26,679,311
Other items:
Litigation settlement (1,002,412) (42,500,000) 41,497,588
Gain on disposal of assets, net 20,580,856 (14,761) 20,595,617
Write off escheated liabilities 1,114,712 1,114,712
Bond issuance and redemption costs (650,433) 650,433
Loss on redemption of 2005 bond (425,381) 425,381
Other uses-debt service payments from
property tax override fund on behalf of
fiduciary fund (81,885,018) (31,181,125) (50,703,893)
Transfers - internal activities (985,580) (726,223) (259,357)
Increase in net position $ 47,392,929 $ 7,393,137 $ 39,999,792
Net position, beginning of year 587,906,536 580,513,399 7,393,137
Prior period adjustment (6,232,085) (6,232,085)
Net position, beginning of year 581,674,451 580,513,399 1,161,052
Net position, end of year $ 629,067,380 $ 587,906,536 $ 41,160,844

The total revenues reported as governmental activities, increased by approximately
$23.3 million. The increase in revenue from use of money and property of $28.7 million
was a result of additional interest income of $36.1 million received by the City due to an
early bond redemption on its investment in IUDA bonds. The increase is offset by an
unrealized decline in the fair market value of investments of approximately $7 million.

-11 -
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Tax revenue decreased by $5.3 million which was a result of a net decrease in sales tax
revenues of $7 million offset by an increase in other taxes of $1.7 million. The $7 million
decrease in sales tax revenue was directly related to a one time sales tax settlement of
$8.61 million received in 2014 which was not received in 2015 offset by slight growth in
the sales tax revenues of $1.61 million. The tax settlement was due to a reallocation of
sales tax revenues due to the City for prior years.

The City’s total expenses before other items decreased by approximately $3.3 million
from the prior year. General government expenses decreased approximately $3.1
million year over year as the City in the prior year had to pay for expenses on behalf of
the Successor Agency. In 2015 the Successor Agency received approval from the
Department of Finance to change the funding source from the City to the Successor
Agency

In the current year, the City disposed of one property for approximately $26 million in
proceeds which resulted in a gain of $20.6 million.

The other increase in expenditures reported in other items is the $50.7 million increase
in monies paid from the City’'s Agency Property Tax Override Fund. The increase of
$50.7 million was used to pay for an early bond redemption of the Industry Urban-
Development Agency Project No. 2 2003 Subordinate Lien Tax Allocation Refunding
bonds.

The $6.2 million prior period adjustment represents the decrease in Net Position due to
the implementation of GASB Statement No. 68 and GASB Statement No. 71.

Business-Type Activities — Net Position

Table 3
Net Position
Business-Type Activities
2015 2014 Change
Current and other assets $ 13,629,758 $ 10,992,459 $ 2,637,299
Capital assets, net 33,662,318 34,578,597 (916,279)
Total assets 47,292,076 45,571,056 1,721,020
Liabilities 9,836,145 9,111,439 724,706
Total liabilities 9,836,145 9,111,439 724,706
Net position:
Invested in capital assets,
Net of related debt 33,662,318 34,578,597 (916,279)
Unrestricted 3,793,613 1,881,020 1,912,593
Total net position $ 37,455,931 $ 36,459,617 $ 996,314

Total Net Position for the City’s business type activities increased by approximately $1.0
million as compared to the prior year. In the current year, the City changed its
presentation of certain water operations of the Industry Public Utilities Commission that
were operated by a third party vendor.

-12 -
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In prior years the City only reflected the net transfers of profits from the operator to the
City in its financial statements. During 2015 the City included $0.76 million of net assets
of these operations in the City’s financial statements due to the change in presentation.
The remaining increase in total Net Position is due to increase from net operating
income.

Business-Type Activities — Change In Net Position
The change in Net Position for business type activities is summarized as follows:

Table 4
Change in Net Position

Business-Type Activities

2015 2014 Change

Revenues:
Charges for services $ 9,710,743 $ 7,519,625 $ 2,191,118
Revenues from use of money and property 33,443 119,410 (85,967)
Other revenues 178,878 178,878
Total revenues 9,923,064 7,639,035 2,284,029

Expenses:
Purchased electricity 4,203,587 3,512,723 690,864
Water transmission and distribution 2,816,765 1,110,969 1,705,796
Cost of expo operations 2,773,085 3,157,628 (384,543)
Cost of housing authority operations 389,405 370,846 18,559
Total expenses 10,182,842 8,152,166 2,030,676
Income (Loss) from operations before transfers (259,778) (513,131) 253,353
Transfers 985,580 1,133,790 (148,210)
Change in net position $ 725,802 $ 620,659 $ 105,143
Net position, beginning of year 36,459,617 35,838,958 620,659
Period period adjustment 270,512 270,512
Net position, beginning of year 36,730,129 35,838,958 891,171
Net position, end of year $ 37,455,931 $ 36,459,617 $ 996,314

Charges for services increased by approximately $2.2 million year over year due to the
inclusion of operating revenue of $1.8 million as a result of change in presentation in
accounting for certain water operations of Industry Public Utilities Water System. In
addition there was an increase in electricity sales offset by a decrease in revenues
generated by the Expo Center.

Expenses increased year over year by $2.0 million which was a result of inclusion of

operating expenses due to the change in presentation in accounting for certain water
operations of Industry Public Utilities Water System.

-13 -
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Transfer-ins from the general fund decreased by $0.1 million over the prior year due to
more revenue generated in the current year.

The $270,512 prior period adjustment represents the increase in Net Position due to the
change in its presentation of certain water operations of the Industry Public Utilities
Commission that were operated by a third party vendor.

Financial Analysis of the City’s Funds

The City uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. 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. Below is a summary
of the general fund revenues and expenditures compared to the prior year.

Table 5
General Fund Comparison

2015 2014 Change

Revenues:
Taxes $ 39,470,470 $ 46,899,638 $ (7,429,168)
Licenses and permits 2,646,610 2,539,226 107,384
Fines, forfeitures and penalties 563,890 415,812 148,078
Revenues from use of money

and property 5,761,481 12,806,242 (7,044,761)

Total revenues 48,442,451 62,660,918 (14,218,467)
Expenditures:
Legislative 431,807 357,373 74,434
General administration 3,903,997 5,936,313 (2,032,316)
Support services 17,747,767 6,557,824 11,189,943
Community development 731,013 689,857 41,156
Community services 3,725,258 3,148,503 576,755
Public safety 8,311,886 8,729,322 (417,436)
Public works 10,881,576 12,752,783 (1,871,207)
Capital projects 2,385,000 2,385,000

Total expenditures 48,118,304 38,171,975 9,946,329
Excess of Revenues over
Expenditures 324,147 24,488,943 (24,164,796)
Other Financing Sources (Uses):
Other income 1,069,615 1,000,000 69,615
Prop A Exchange (2,827,500) (2,906,000) 78,500
Settlement claims (1,002,412) (42,500,000) 41,497,588
Net Transfers 96,945,870 23,820,012 73,125,858

Total other financing

sources (uses) 94,185,573 (20,585,988) 114,771,561
Change in fund balances $ 94,509,720 $ 3,902,955 $ 90,606,765

-14 -
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The General Fund is the main operating fund of the City. At the end of the current fiscal
year, the General Fund reflects a fund balance of $332.1 million, which is an increase
from prior year of $94.5 million. The increase is due to $0.3 million generated from
operations and $94.2 million of net transfers in mainly from the City’s debt service fund
to pay for future capital improvement projects or expenditures.

The Tax revenue decreased by $7.4 million which was a result of a net decrease in
sales tax revenues of $7 million offset by $0.4 million increase in other taxes. The $7
million decrease in sales tax revenue was directly related to a one time sales tax
settlement of $8.61 million received in 2014 which was not received in 2015 offset by
slight growth in the sales tax revenues of $1.61 million. The tax settlement was due to a
reallocation of sales tax revenues due to the City for prior years.

The decrease of $7 million in revenue from use of money and property is related to
change in unrealized decline in the fair market value of investments of approximately $6
million year over year and a decrease in earned interest and other income of $1 million.

Total expenditures of the General Fund increase by $9.9 million year of year. The
majority of this increase in expenditures was the City paying $11 million towards its
unfunded actuarial liability for OPEB benefits offset by reductions in expenditures in
public works projects of $1.9 milion and $2.0 million in general administration
expenditures. The decrease in general administration expenditures was a result of the
City no longer having to pay for the Successor Agency administration expenditures. The
Department of Finance approved the change in funding source for the administration
expenditures from the City to the Successor Agency.

The Capital Projects Fund accounts for major capital outlay and infrastructure
improvements for the City. The fund balance as of year-end amounted to approximately
$0.6 million, a decrease from prior year by $20.4 million due to the disposal of land held
for sale and subsequent transfer of the sales proceeds to the General Fund.

The Debt Service Fund accounts for the payment of principal and interest on outstanding
bond obligations. The fund balance decreased by approximately $88 million due to
revenues in excess of expenditures of $74 million and other financing uses of $162
million. The excess of revenues over expenditures of $74 million was a result of
additional interest income of $36 million received on the early redemption of the Industry
Urban-Development Agency Project No. 2 2003 Subordinate Lien Tax Allocation
Refunding bonds owned by the City. The $162 million of other financing uses was due
to $81.9 million of tax override funds to pay for debt service from the shortfall in the
Successor Agency and $80 million of net transfers to the General Fund.
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CITY OF INDUSTRY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

General Fund Budgetary Highlights

The City adopts a budget every fiscal year. There was no mid-year amendment to the
budget during the current year. Differences between the budget and actual expenditures
for the general fund are shown below:

Table 6
General Fund Budget to Actual Comparison

Original

Budget Actual Variance
Legislative $ 376,400 $ 431,807 $ (55,407)
General administration 3,627,800 3,903,997 (276,197)
Support services 6,746,300 17,747,767 (11,001,467)
Community development 614,500 731,013 (116,513)
Community services 3,856,000 3,725,258 130,742
Public safety 8,272,000 8,311,886 (39,886)
Public works 12,604,000 10,881,576 1,722,424
Capital projects 2,385,000 (2,385,000)

Total expenditures $ 36,097,000 $ 48,118,304 $ (12,021,304)

The budget overage in the Legislative department was due to an increase election
expenses incurred in the last quarter of the fiscal year.

The budget overage in the Support services department was attributed to the prefunding
of unfunded actuarial accrued liability for future OPEB expenses of $11 million during
fiscal year.

The $2,385,000 expenditure in the Capital Projects category relates to the City
reimbursing the Successor Agency to the IUDA for a prior expenditure.
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CITY OF INDUSTRY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

Capital Asset and Debt Administration

Capital Assets

Net capital assets for governmental activities as of June 30, 2015 and 2014 are
summarized as follows:

Table 7
Net Capital Assets at Year-End

Governmental Activities

2015 2014 Change
Land $ 51,335,846 % 51,335,846 $
Construction in progress 8,538,798 12,994,210 (4,455,412)
Buildings and improvements 118,220,676 118,220,676
Equipment, furniture and fixtures 6,378,133 6,378,133
Infrastructure 141,980,260 132,673,028 9,307,232
Capital assets, gross 326,453,713 321,601,893 4,851,820
Less accumulated depreciation (119,713,012) (113,194,683) (6,518,329)
Capital assets, net $ 206,740,701 $ 208,407,210 $ (1,666,509)

As of June 30, 2015, the City had approximately $206.7 million invested in capital assets
including buildings, land, roads, and other general infrastructure net of accumulated
depreciation. This amount represents a net decrease of $1.7 million year over year. The
City capitalized $4.5 million of costs into construction in progress (“CIP”) and transferred
$9.3 million in costs from CIP to infrastructure and improvements. Accumulated
depreciation increased by $6.5 million.

Net capital assets for business activities as of June 30, 2015 and 2014 are summarized
as follows:

Table 8
Net Capital Assets at Year-End

Business-Type Activities

2015 2014 Change
Land $ 6,764,880 $ 6,764,880 $
Water rights 441,200 441,200
Buildings and improvements 53,785,327 53,726,324 59,003
Source of supply 4,495,493 4,495,493
Equipment, furniture and fixtures 1,288,657 1,276,251 12,406
Infrastructure 294,622 294,622
Construction in progress 270,468 270,468
Capital assets, gross 67,340,647 66,704,148 636,499
Less accumulated depreciation (33,678,329) (32,125,551) (1,552,778)
Capital assets, net $ 33,662,318 $ 34,578,597 $ (916,279)
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CITY OF INDUSTRY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

Capital assets related to business activities belong to IPUC and the Industry Hills Expo
Center. The decrease in net capital assets was a result of $0.6 million of additions to
improvements, net of the increase in accumulated depreciation of $1.6 million.

Debt

At June 30, 2015, the City had total long term debt and other non-current liabilities of
approximately $378.1 million due to outside third parties.

During the year the City retired principal on its bonded debt of $33.5 million and
prefunded $ 11 million of OPEB liability resulting in a net OPEB asset of $1.7 million. In
addition, due to the implementation of GASB 68, the City reported $4.8 million of net
pension liability for its proportionate share of CALPERS’ pension liability.

Below is a summary of the outstanding debt at June 30:

Table 9
Outstanding Debt, at Year-End

Governmental Activities

2015 2014 Change
General obligation bonds $ 115,425,000 $ 125,515,000 $ (10,090,000)
Revenue bonds 167,000,000 177,445,000 (10,445,000)
Refunding lease revenue bonds 4,980,000 5,710,000 (730,000)
Tax allocation bonds 82,855,000 95,090,000 (12,235,000)
Original issue premium/discount 2,881,496 3,605,857 (724,361)
OPEB benefits payable 8,185,842 (8,185,842)
Compensated absences 142,842 121,951 20,891
Pension liability 4,782,916 4,782,916

Total outstanding debt $ 378,067,254 $ 415,673,650 $ (37,606,396)

Financial Reporting for Pension—an amendment of GASB Statement No. 27” and No.
71, “Pension Transition for Contribution Made Subsequent to the Measurement Date—
an amendment of GASB Statement No. 68”. These statements establish accounting and
financial reporting standards for purpose of measuring and recognizing liabilities,
deferred outflows of resources, and deferred inflows of resources, and
expense/expenditures. For defined benefit pensions, the statements identify the
methods and assumptions that should be used to project benefit payments, discount
projected benefit payments to their actuarial present value, and attribute that present
value to periods of employee service. GASB 68 requires that the reported results must
pertain to liability and asset information within certain defined time frames. The change
resulted in a restatement in beginning net position of $6,232,085 in the government-wide
governmental activities.

On July 1, 2015, PFA issued a total of $574,905,000 in bonds to pay the cost to acquire
the Local Obligations issued by SA to IUDA to provide proceeds to the SA to IUDA to
refund and defease its outstanding bonds as of June 30, 2015. Interest rates on the
refunding bonds range from 1.764% to 5.750%.
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CITY OF INDUSTRY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2015

On December 3, 2015, the City issued a total of $336,570,000 in Senior Sales Tax
Revenue Refunding Bonds Series 2015A (Taxable) and $51,460,000 of Subordinate
Sales Tax Revenue Bonds Series 2015B (Taxable) to refund and defease its 2005 and
2008 sales tax revenue bonds outstanding at June 30, 2015 and to provide additional
funds to fund future capital project expenditures. Interest rates on the refunding bonds
range from 1.460% to 4.250%. See footnote 21 for further discussion.

Economic Factors and Next Year’'s Budgets and Rates

The City has experienced steady development within the City limits during the past year.
Economic trends in the Los Angeles area are comparable with the indices. The
assessed valuation of property located within the City boundaries including properties
located in its redevelopment project areas amounted to approximately $7.777 billion for
the 2015-2016 fiscal year as compared to $7.555 billion in the prior fiscal year which
represents an increase of approximately 3.0% of assessed value.

The City has adopted a balanced budget of $149 million in revenues with approximately
$37.6 million in capital project expenditures to be incurred for the 2015-2016 fiscal year.
The following is a summary of major capital improvement projects for the City for the
2015-2016 year.

Table 10
Capital Projects For 2015-2016

Budget
Project Description 2015-16
Grade separation projects $ 8,460,000
Street widening, reconstruction, resurfacing and slurry seal 16,892,000
Bridge widening, seismic retrofit and mainteance improvements 1,339,000
Traffic signal improvements 2,999,000
Storm drain improvements 2,942,000
Reclaimed water system improvements
IPUC potable water system and electrical distribution system 1,350,000
Metrolink/commuter/rail station 114,000
Expo Center sewer system improvement 1,560,000
Industry Hills 516,000
El Encanto healthcare facility 115,000
San Gabriel Canyon properties 441,000
Tonner Canyon 315,000
Industry Housing and Property management projects 515,000
Total $ 37,558,000
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Request for Information

This financial report is designed to provide a general overview of the City’s finances for
all those with an interest in the government’s finances. Questions concerning any
information provided in this report or request for additional financial information should
be directed to the Finance Department at the City of Industry, 15625 East Stafford
Street, City of Industry, California 91744.
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CITY OF INDUSTRY

STATEMENT OF NET POSITION

ASSETS

Cash

Cash and investments with fiscal agent

Deposit for refunding

Investments

Accounts receivable, less allowance for
doubtful accounts of $196,000 for governmental
activities and $33,000 for business
type activities

Receivables - current

Due from Fiduciary funds

Internal balance

Inventories

Prepaid items

Investments with fiscal agent - restricted

Investment in IUDA bonds

Net OPEB asset

Capital assets not being depreciated:
Land
Water rights
Source of supply-water
Construction in progress

Capital assets being depreciated
net of accumulated depreciation:
Buildings and improvements
Equipment, furniture and fixtures
Infrastructure
Source of supply-electric
Less: accumulated depreciation

Total capital assets, net of depreciation
Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred loss on refunding
Pension contribution subsequent to measurement date
Adjustment due to differences in proportions
Total deferred outflows of resources

Total assets and deferred outflows of resources

LIABILITIES

Accounts payable

Other liabilities

Rental deposits and advances

Accrued expenses

Due to other governmental funds

Unearned revenue

Long-term liabilities:
Portion due or payable within one year
Portion due or payable after one year

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Net difference between projected and
actual earnings on pension plan investments
Difference between employer contribution and
employer's proportionate share of contribution
Total deferred inflows of resources

Total liabilities and deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Unrestricted
Total net position

The accompanying notes are an integral part of this statement.

JUNE 30, 2015

PRIMARY GOVERNMENT

GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTALS
$ 21,679,280 $ 4,073,873 $ 25,753,153
183,111,628 183,111,628
31,088,840 31,088,840
131,892,303 8,399,684 140,291,987
530,297 1,084,595 1,614,892
14,804,996 3,000 14,807,996
47,095,534 47,095,534
23,358 23,358
38,481 56,550 95,031
557,040 12,056 569,096
41,142,206 41,142,206
350,137,924 350,137,924
1,665,082 1,665,082
51,335,846 6,764,880 58,100,726
441,200 441,200
441,687 441,687
8,538,798 270,468 8,809,266
118,220,676 53,785,327 172,006,003
6,378,133 1,288,657 7,666,790
141,980,260 294,622 142,274,882
4,053,806 4,053,806
(119,713,012) (33,678,329) (153,391,341)
206,740,701 33,662,318 240,403,019
1,030,507,670 47,292,076 1,077,799,746
1,259,986 1,259,986
255,850 255,850
114,072 114,072
1,629,908 1,629,908
1,032,137,578 47,292,076 1,079,429,654
14,806,093 1,643,161 16,449,254
183,850 183,850
572,548 176,520 749,068
7,774,110 7,774,110
23,360 23,360
7,809,254 7,809,254
35,367,694 35,367,694
342,699,560 342,699,560
401,220,005 9,836,145 411,056,150
1,607,283 1,607,283
242,910 242,910
1,850,193 1,850,193
403,070,198 9,836,145 412,906,343
201,760,700 33,662,318 235,423,018
103,864,252 103,864,252
323,442,428 3,793,613 327,236,041
$ 629,067,380 $ 37,455,931 $ 666,523,311
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CITY OF INDUSTRY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net (Expenses) Revenues and
Changes in Net Position

Program Revenues Primary Government
Operating
Charges for Grants and Governmental Business-Type
Expenses Services Contributions Activities Activities Totals
PRIMARY GOVERNMENT
GOVERNMENTAL ACTIVITIES
General government $ 5,928,344 $ $ $ (5,928,344) $ $ (5,928,344)
Support services 8,124,701 (8,124,701) (8,124,701)
Community development 3,765,894 3,210,500 3,810,296 3,254,902 3,254,902
Community services 4,262,699 (4,262,699) (4,262,699)
Public safety 10,336,819 (10,336,819) (10,336,819)
Public works 13,118,584 (13,118,584) (13,118,584)
Capital projects 4,302,933 (4,302,933) (4,302,933)
Interest expense 17,865,315 (17,865,315) (17,865,315)
Total governmental activities 67,705,289 3,210,500 3,810,296 (60,684,493) (60,684,493)
BUSINESS-TYPE ACTIVITIES
Electric utility 4,203,587 5,091,577 887,990 887,990
Water utility 2,816,765 3,108,974 292,209 292,209
Cost of expo operations 2,773,085 1,290,492 (1,482,593) (1,482,593)
Cost of housing authority operations 389,405 219,700 (169,705) (169,705)
Total business-type activities 10,182,842 9,710,743 (472,099) (472,099)
Total City $ 77,888,131 $ 12,921,243 $ 3,810,296 (60,684,493) (472,099) (61,156,592)
General revenues and other items:
Taxes
Property taxes 59,048,301 59,048,301
Sales tax 33,620,881 33,620,881
Tax increment pass through payments 445,054 445,054
Franchise 1,828,446 1,828,446
Documentary transfer tax 174,754 174,754
Transient occupancy tax 1,000,052 1,000,052
PSAF/COPS 113,899 113,899
Total taxes 96,231,387 96,231,387
Revenues from use of money and property 74,018,477 33,443 74,051,920
Grant income 5,000 5,000
Write off escheated liabilities 1,114,712 1,114,712
Other revenue 178,878 178,878
Gain from property sale 20,580,856 20,580,856
Litigation settlement (1,002,412) (1,002,412)
Other uses-debt service payments from
property tax override fund on behalf of fiduciary fund (81,885,018) (81,885,018)
Transfers - internal activities (985,580) 985,580
Total general revenues and other items 108,077,422 1,197,901 109,275,323
Changes in net position 47,392,929 725,802 48,118,731
Net position, beginning of year 587,906,536 36,459,617 624,366,153
Prior period adjustment-see note 1 (6,232,085) 270,512 (5,961,573)
Net position, beginning of year as restatec 581,674,451 36,730,129 618,404,58C
Net position, end of year $ 629,067,380 $ 37,455,931 $ 666,523,311

The accompanying notes are an integral part of this statement.
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CITY OF INDUSTRY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2015

CAPITAL DEBT OTHER
GENERAL PROJECTS SERVICE GOVERNMENTAL
FUND FUND FUNDS FUNDS TOTALS
ASSETS
Cash $ 18,734,279 $ 5843 $ 201,878 $ 2,737,280 $ 21,679,280
Cash and investments with fiscal agent 183,111,628 183,111,628
Deposit for refunding 31,088,840 31,088,840
Investments 96,522,067 826,140 30,780,326 3,763,770 131,892,303
Investments with fiscal agent - restricted 41,142,206 41,142,206
Investments in IUDA bonds 350,137,924 350,137,924
Accounts receivable, net of allowance
for doubtful accounts of $196,000 530,297 530,297
Receivables - current 6,339,514 1,234 8,445,985 18,263 14,804,996
Inventory 38,481 38,481
Site lease prepayment 5,597,156 5,597,156
Prepaid items 557,040 557,040
Due from other funds 107,251 694,358 31,133,177 19,277 31,954,063
Due from Fiduciary funds 47,095,534 47,095,534
Total assets $ 353,036,091 $ 1,527,575 $ 498,527,492 $ 6,538,590 $ 859,629,748
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable 13,848,461 914,848 2,361 40,424 14,806,094
Rental deposits and advances 572,548 572,548
Accrued expenses 190,604 190,604
Site lease deferred revenues 5,597,156 5,597,156
Due to enterprise and fiduciary funds
Due to other funds 760,135 31,086,677 83,891 31,930,703
Total liabilities 20,968,904 914,848 31,089,038 124,315 53,097,105
FUND BALANCES
Nonspendable:
Inventory 38,481 38,481
Prepayment of site lease 5,597,156 5,597,156
Prepaid items 557,040 557,040
Restricted:
Public transportation and road improvement 6,274,065 6,274,065
Capital projects 140,210 140,210
Debt service 72,231,046 72,231,046
Committed: -
Debt service 351,223,056 351,223,056
Assigned:
Debt service 38,387,196 38,387,196
Unassigned: 331,471,666 612,727 332,084,393
Total fund balances 332,067,187 612,727 467,438,454 6,414,275 806,532,643
Total liabilities and fund balances $ 353,036,091 $ 1,527,575 $ 498,527,492 $ 6,538,590 $ 859,629,748

The accompanying notes are an integral part of this statement.
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CITY OF INDUSTRY
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET POSITION
FOR THE YEAR ENDED JUNE 30, 2015

Total fund balance of governmental funds $ 806,532,643

Amounts reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported in the funds. These assets consist of:

City infrastructure and capital assets 326,453,713
Accumulated depreciation (119,713,012)
Total capital assets 206,740,701

Other assets and liabilities are not available for current period expenditures
or to provide for current resources. These consist of:

Accrued interest payable on bonds payable (7,583,506)
Net OPEB assets 1,665,081
Deferred loss on refunding 1,259,986
Deferred outflows - Employer contribution after measurement date 255,850
Deferred outflows - Adjustment due to differences in proportions 114,072
Deferred inflows - net difference between projected and
actual earnings on pension plan investments (1,607,283)
Deferred inflows - Difference between employer contribution and
employer's proportionate share of contribution (242,910)
(6,138,710)

Long-term liabilities applicable to the City's governmental activities are not

due and payable in the current period and accordingly are not reported as

fund liabilities. Long-term liabilities included in the Statement of Net Position as below:
City of Industry:

General obligation bonds and other - Current portion (21,405,000)
General obligation bonds and other - Long term (261,020,000)
Issuance premium - Current portion (654,369)
Issuance premium - Long term (2,342,032)
Compensated absences (142,842)
Net pension liability (4,782,916)

Public Facilities Authority:

Tax allocation revenue bonds - Current portion (12,590,000)

Tax allocation revenue bonds - Long term (70,265,000)

Refunding lease revenue bonds - Current portion (750,000)

Refunding lease revenue bonds - Long term (4,230,000)

Issuance discount - Current portion 31,675

Issuance discount - Long term 83,230

Total liabilities (378,067,254)

Net position of governmental activities $ 629,067,380

The accompanying notes are an integral part of this statement.
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CITY OF INDUSTRY

STATEMENT OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2015

REVENUES
Taxes
Licenses and permits
Fines, forfeitures and penalties
Grant income
Revenues from use of money and property
Total revenues

EXPENDITURES

Current:
Legislative
General administration
Support services
Community development
Community services
Public safety
Public works

Debt service:
Principal retirement - long term debt
Interest

Capital outlay:
Capital projects

Total expenditures

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Other uses-fiduciary fund debt service
Proceeds from sale of property
Write off of escheated liabilities

Prop A Exchange

Settlement claims

Transfers in (out) to enterprise funds

Net transfers from/ (to) other governmental funds
Total other financing sources (uses)

Change in fund balances
FUND BALANCES, beginning of year

FUND BALANCES, end of year

The accompanying notes are an integral part of this statement.

CAPITAL DEBT OTHER
GENERAL PROJECTS SERVICE GOVERNMENTAL

FUND FUND FUNDS FUNDS TOTALS
$ 39,470,470 $ $ 56,760,917 $ 3,810,296 $ 100,041,683
2,646,610 2,646,610
563,890 563,890
5,000 5,000
5,761,481 2,611 69,558,523 12,544 75,335,159
48,442,451 2,611 126,319,440 3,827,840 178,592,342
431,807 431,807
3,903,997 406,866 484,504 4,795,367
17,747,767 17,747,767
731,013 89,625 820,638
3,725,258 3,725,258
8,311,886 534,862 8,846,748
10,881,576 57,663 10,939,239
33,500,000 33,500,000
18,296,273 18,296,273
2,385,000 6,769,752 9,154,752
48,118,304 6,769,752 52,203,139 1,166,654 108,257,849
324,147 (6,767,141) 74,116,301 2,661,186 70,334,493
(81,885,018) (81,885,018)
4,644,146 4,644,146
1,069,615 45,097 1,114,712
(2,827,500) (2,827,500)
(1,002,412) (1,002,412)
(136,330) (849,250) (985,580)

97,082,200 (18,256,575) (80,175,098) 1,349,473 -
94,185,573 (13,612,429) (162,060,116) 545,320 (80,941,652)
94,509,720 (20,379,570) (87,943,815) 3,206,506 (10,607,159)
237,557,467 20,992,297 555,382,269 3,207,769 817,139,802
$ 332,067,187 $ 612,727 $ 467,438,454 $ 6,414,275 $ 806,532,643
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CITY OF INDUSTRY
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES - GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2015

Net change in fund balances of total governmental funds $ (10,607,159)

Amounts reported for governmental activities in the statement of activities
are different because:

Capital outlays, project improvement costs, and purchases of real estate
are reported as expenditures in governmental funds. However, in the
statement of activities, the cost of capital assets is allocated

over their estimated useful lives as depreciation expense.

Capital outlays net of $4,302,933 non capitalized expenditures 4,851,819
Depreciation expense (6,518,330)

In the statement of activities, only the gain /loss on the sale and disposal

of assets is reported whereas in the governmental funds, the proceeds from the sale
and disposal of assets increase financial resources. Thus, the change in net position
differs from the change in fund balance by cost of assets sold or disposed of.

Net effect on disposal of land held for resale 15,936,710

Bond proceeds provide current financial resources to governmental

funds, but issuing debt increases long-term liabilities in the statement of

net position. Repayment of bond principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement of

net position. These consist of the following:

Repayment of principal on long-term debt is an expenditure in the
governmental funds but reduces the liability in the statement
of net position 33,500,000

Some expenses reported in the statement of activities do not 