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      City of Irvine, One Civic Center Plaza, P.O. Box 19575, Irvine, California 92623-9575  
 
 

 
 
December 7, 2009 
 
To the Honorable Mayor, Councilmembers, City Manager, and Residents of Irvine: 
 
We are pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of 
Irvine (City) for the fiscal year ended June 30, 2009.  This report is published in accordance with 
local ordinance and state law requirements that financial statements be presented in conformity 
with generally accepted accounting principles (GAAP) and audited in accordance with generally 
accepted auditing standards by an independent public accounting firm of licensed certified 
public accountants. 
 
The report consists of management’s representations concerning the finances of the City.  
Consequently, management assumes full responsibility for the completeness and reliability of all 
of the information presented in this report.  To provide a reasonable basis for making these 
representations, management of the City has established a comprehensive internal control 
framework designed both to protect the government’s assets from loss, theft, or misuse, and to 
compile sufficient reliable information for the preparation of the financial statements in 
conformity with GAAP.  Because the cost of internal controls should not outweigh its benefits, 
the City’s comprehensive framework of internal controls has been designed to provide 
reasonable rather than absolute assurance that the financial statements will be free from material 
misstatement. 
 
As management, we assert that, to the best of our knowledge and belief, this financial report is 
complete and reliable in all material respects and is reported in a manner designed to present 
fairly the financial position and results of operations of the various funds and component units 
of the City. 
 
Diehl, Evans & Company, LLP, a firm of licensed certified public accountants, has audited the 
City’s financial statements.  The goal of the independent audit was to provide reasonable 
assurance the financial statements of the City for the fiscal year ended June 30, 2009 are free of 
material misstatement.  The independent auditor concluded there was a reasonable basis for 
rendering an unqualified opinion that the City’s financial statements for the fiscal year ended 
June 30, 2009, are fairly presented in conformity with GAAP.  The Independent Auditors’ 
Report is presented as the first component of the financial section of this report. 
 
In addition, Diehl, Evans & Company, LLP audited the City’s major program expenditures of 
federal funds for compliance with the Federal Single Audit Act Amendments of 1996, the Office 
of Management and Budget Circular A-133 regulating Single Audits, and the standards
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applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States.  The report of the Single Audit is published separately from this 
CAFR and may be obtained upon request from the City’s Department of Administrative 
Services. 
 
Management’s Discussion and Analysis (MD&A) immediately follows the independent auditor’s 
report and provides a narrative introduction, overview, and analysis of the basic financial 
statements.  This letter of transmittal is designed to complement the MD&A and should be read 
in conjunction with it. 
 
CITY OF IRVINE PROFILE 
 
The City, incorporated in 1971, is located in Orange County, California, approximately 40 miles 
southeast of Los Angeles.  Irvine is one of the nation’s largest planned urban communities with 
66 square miles of land, which includes residential communities, commercial retail centers, 
several industrial/office complexes, a 1,500-acre University of California campus, as well as civic, 
cultural, and recreational facilities.  The City’s residential population has grown from 7,500 in 
1971 to 212,793 in 2009. 
 
The City operates under the Council-Manager form of government.  Policymaking and 
legislative authority are vested in the City Council, which consists of a Mayor and a four member 
Council.  The City Council is responsible, among other things, for passing the City’s ordinances 
and operating resolutions, adoption of the annual budget, appointing commissions and 
committees, and hiring the City Manager, City Clerk, City Treasurer, and City Attorney.  The 
City Manager is responsible for implementing the policies, ordinances, and directives of the City 
Council, overseeing the day-to-day operations of the City, and appointing the Assistant City 
Managers and the directors of the City’s departments.  The City Council is elected on a 
nonpartisan basis. Councilmembers are elected to four-year staggered terms and the Mayor is 
elected to a two-year term. 
 
The City provides a wide range of services, including, public safety; building safety regulation 
and inspection; infrastructure and public facility capital improvement construction; street and 
park maintenance; street lighting; recreational activities and cultural programs.  The City 
contracts with the Orange County Fire Authority for fire protection and emergency medical aid 
services.  The Orange County Transportation Authority provides transportation services in the 
City alongside the City’s transportation service, iShuttle. Independent special districts provide 
educational, library, and utility services to Irvine residents. 
 
The City is also financially accountable for a number of legally separate entities that are included 
as an integral part of the City’s financial statements.  These component units include the Orange 
County Great Park Corporation, a nonprofit public benefit entity; Irvine Community Land 
Trust, a nonprofit public benefit entity; as well as the Irvine Redevelopment Agency; Irvine 
Public Facilities Corporation; and the Irvine Public Facilities and Infrastructure Authority. 
 
The annual budget serves as the foundation for the City’s financial planning and control. The 
City Council is required to adopt a budget by the start of the fiscal year.  The budget is prepared 
by fund, program (e.g. senior services) and department (e.g. Community Development).  After 
adoption, the City Manager may amend the adopted General Fund budget provided that the 
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change does not increase overall revenues or expenditures.  Departmental requests for budget 
amendments over $50,000, and amendments that change revenues or expenditures, or expand or 
add to City programs or services require review of the Finance Commission and approval by the 
City Council.  The City’s budgetary procedures are further discussed in section III.A. of the 
notes to the basic financial statements. 
  
ECONOMIC CONDITION 
 
Local economy.  Irvine is renowned as the nation’s most successful master-planned 
community.  It is home to over 13,700 businesses, many of which are headquarters for well-
known national corporations.  These businesses represent a wide range of industries, most 
notably Southern California’s highest concentration of technology firms.  Other industries 
include a variety of technical and professional businesses, textile, aerospace, pharmaceutical and 
electronic manufacturers, hotels, an entertainment and retail complex, an auto center, and 
numerous other retail establishments. 
 
Orange County’s (County) economy, which benefited during the real estate boom from an 
abundance of high-paying financial services and real estate industry jobs, has been significantly 
impacted by job losses resulting from the real estate downturn. As a result, the unemployment 
rate in the County has increased from an average annual rate of 3.4% in 2006 to 9.3% in June 
2009 (Bureau of Labor Statistics). Like the County, the City’s unemployment rate has increased 
sharply in the last three years. Irvine’s unemployment rate is reported at 7.0% for June 2009, 
according to the Bureau of Labor Statistics, up from a recent low of 2.5% enjoyed three years 
earlier and already exceeding the recent high of 4.0% experienced in the midst of the 2001 
recession. Nevertheless, Irvine’s unemployment rate remains below the unemployment rate of 
the County. 
 
Despite the difficult economic environment, Irvine continues to attract expanding businesses, 
including software and legal firms, helping to offset some of the job losses resulting from the 
mortgage and housing industry downturn.  Two significant examples include the Federal 
Deposit Insurance Corporation (FDIC), which recently leased a 200,000 square-foot building for 
office space in the Spectrum area of the City, and Western Digital, which will be moving its 
headquarters to Irvine during 2010. 
 
Irvine’s future is very bright despite the near-term challenges posed by the difficult external 
economic environment.  Irvine has been recognized as one of the most successfully planned and 
accessible cities in the nation.  In 2008, Irvine was designated by Money Magazine as the fourth 
best city in the Country in which to live.  In addition, it was rated the safest large city in 
American by the FBI for the fifth consecutive year, and selected by America’s Promise Alliance 
as the best community for young people. 
 
Overall, the City’s general fund revenue for fiscal year 2008-09 decreased 11.3% from prior fiscal 
year, while related expenditures decreased less than 1%.  Due to the continued weak economy, 
general fund revenues are forecasted to decrease again in fiscal year 2009-10.   In anticipation of 
the current cycle, the City has taken a number of steps to ensure the continuation of City 
services.  These measures include utilizing the City’s reserve funds to support ongoing 
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operations, efficiently using grant and other restricted funds, and filling only those vacancies 
necessary for the delivery of City services. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Property tax has become more significant as a revenue source to the City over the past five 
years, due to new residential and commercial development, high property valuations and 
legislation enacted in 2004 that swapped motor vehicle license fee allocations for additional 
property tax revenue (property tax in-lieu of VLF revenues).  The property tax and property tax 
in-lieu of VLF revenues received in fiscal year 2008-09 totaled $54.3 million.  The increasing 
importance of property tax revenue to the City is a concern in the short term given the difficult 
conditions currently gripping the nation’s residential real estate market.  Despite declining 
property values, the City’s property tax revenue is not expected to decline significantly unless 
property values continue to fall for an extended period of time.  Instead, property tax revenue is 
projected to be substantially flat through fiscal year 2010-11.  Over time, however, property tax 
has proven to be one of the City’s more stable revenue sources. 
 
The following chart compares total assessed valuation of property located in Irvine against 
annual population for the past ten fiscal years. 
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Sales tax is the City’s largest general fund revenue source with actual revenues in fiscal year 2008-
09 of $49.7 million.  As a result of the current recession, the sales tax revenue for fiscal year 
2009-10 is estimated to fall 12.7% from fiscal year 2008-09. 
 
Long-term financial planning. The City’s five-year fiscal forecast beginning in fiscal year 
2009-10, is balanced by a combination of expenditure reductions and by the use of accumulated 
surpluses.  Beyond the first fiscal year, additional expenditure reductions of $3.6 million and $1.8 
million are expected to be required in the second and third years of the plan respectively, based 
on the current forecast and economic outlook.  By the fourth and fifth year of the forecast, the 
City is expected to be operating at a slight surplus and will be able to begin to restore its reserves 
with renewed contributions to its Contingency Reserve Fund and annual transfers to its 
Infrastructure and Rehabilitation Fund from its annual operating budget. 
 
To provide for future infrastructure rehabilitation needs, the City established the Asset 
Management Plan Fund in 1985.  The fund balance is $69.9 million as of June 30, 2009 and 
continues to make annual contributions of $1.5 million (begun in fiscal year 2004-05) to meet 
the City’s infrastructure needs.  Future contributions will be based on investment earnings in 
order to preserve core assets. 
 
Financial policies.  City Council policy sets the Contingency Reserve at 15% of general fund 
expenditures, with a minimum reserve of 3%.  This reserve is designated for future economic 
uncertainties, to fund critical City service delivery functions in the event an extreme financial 
condition occurs. 
 
Major initiatives.  Through its Strategic Business Plan, Irvine’s City Council seeks to assure a 
high quality of life endures and improves as the City ages and grows in size.  The Strategic 
Business Plan was first created in 1994 as a way to help the City Council assess the effect of 
today’s economic decisions on the City’s future quality of life.  As a blueprint for the City’s 
future, the Strategic Business Plan defines the City Council’s goals and evaluates the City’s 
financial capacity to achieve them.  The following four strategic goals set priorities for the City 
operations and the annual budget. 
 
A clean and well maintained environment through:  maintenance and rehabilitation of streets, landscape, 
and facilities; upgrade of the traffic control systems; graffiti removal; modernization of older City 
facilities; code enforcement and planning with an eye toward preventing deterioration. 
 
Maintain a safe community through:  community policing and problem-solving; meeting emergency 
response standards; prevention of crime through community programs and after-school 
programs that support youth; increasing community involvement; and development of a wide 
variety of recreational opportunities for families. 
 
Promote economic prosperity and a livable community through:  the City’s General Plan and Zoning 
Ordinance; creation of the Great Park; enhancing economic development and business retention; 
strengthening the City’s revenue base; supporting legislation that protects the City’s tax revenues; 
and increasing the number of businesses located in Irvine that generate sales tax. 
 
Promote effective government by:  providing civic information to the community; connecting the 
community with the past, present and future of Irvine; evaluating the staffing mix of employees, 
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consultants and contractors; implementing the strategic technology plan; developing 
performance measurements for services; and measuring and evaluating citizen satisfaction. 
 
AWARDS AND ACKNOWLEDGEMENTS 
 
The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement 
for Excellence in Financial Reporting to the City for its Comprehensive Annual Financial Report 
(CAFR) for the fiscal year ended June 30, 2008.  This was the thirtieth consecutive year the City 
has received this prestigious award.  In order to be awarded a Certificate of Achievement, the 
government published an easily readable and efficiently organized CAFR.  This report satisfied 
both accounting principles generally accepted in the United States of America and applicable 
legal requirements.  
 
A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
CAFR continues to meet the Certificate of Achievement program’s requirements and we are 
submitting it to the GFOA to determine its eligibility for another certificate. 
 
In addition, the City’s Budget Office also received the GFOA Distinguished Budget 
Presentation Award for its fiscal year 2008-09 budget document.  In order to qualify for the 
Distinguished Budget Presentation Award, the government’s budget document was judged to be 
proficient in several categories, including as a policy document, a financial plan, an operations 
guide, and a communications device. 
 
The preparation of the CAFR could not have been accomplished without the efficient and 
dedicated service of the Fiscal Services Division staff. We would like to express our appreciation 
to all members of the division who assisted and contributed to the preparation of this report, 
particularly the financial reporting team.  Appreciation is also expressed to the Finance 
Commission, Investment Advisory Committee, Budget Office, and City departments for their 
assistance and support in planning and conducting the financial operations of the City during 
this fiscal year, as well as the Mayor and Councilmembers for their steadfast support for 
maintaining the highest standards of professionalism in the management of the City’s finances. 
 
Respectfully submitted, 
 

 
Donna Mullally     Rick Paikoff 
Manager of Fiscal Services    Director of Administrative Services 
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As restated

2009 2008
Revenues

Program revenues:
  Charges for services 34,918$         66,927$         
  Operating grants and contributions 15,702          11,286          
  Capital grants and contributions 52,984          155,840         
General revenues:
  Sales taxes 49,732          58,949          
  Property taxes 54,168          52,155          
  Investment revenue 7,325            36,304          
  Other taxes 21,183          21,989          
  Other revenues 185               3,110            
  Total Revenues 236,197         406,560         
 
Expenses
General Government 20,495          47,848          
Public Safety 57,693          52,292          
Public Works 55,070          54,664          
Health and Sanitation 375               314               
Culture and Recreation 31,909          38,247          
Community Development 32,453          18,488          
Redevelopment -                10,468          
Great Park 13,235          11,824          
Interest on long-term debt 14,111          -                
Unallocated infrastructure depreciation 38,700          33,172          
  Total Expenses 264,041         267,317         
    Excess of Revenues Over Expenses (27,844)         139,243         

Increase (Decrease) in Net Assets (27,844)         139,243         

  Beginning Net Assets, as restated 2,158,069      2,018,826      

  Ending Net Assets 2,130,225$    2,158,069$    

Governmental

Activities

City of Irvine
Summary of Changes in Net Assets

For the Years Ended  June 30, 2009 and 2008
(amounts expressed in thousands)
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For the fiscal year ended June 30, 2009, the cash and investments balance in the general fund 
was $100.29 million, a decrease of $16.05 million from the prior fiscal year.  Long-term notes 
receivable in the amount of $10.64 million were established in the general fund as a result of 
various housing loans made during the years. 
 

2009 2008
Revenues

  Taxes:
    Sales 46,559$         55,431$         
    Property 43,058          41,364          
    Other 20,737          22,346          
    Total Taxes 110,354         119,141         
    Charges for services 15,842          20,479          
    Intergovernmental 2,557            2,089            
    Investment revenue 4,638            6,090            
    Other 9,091            12,836          
        Total Revenues 142,482         160,635         

Expenditures

   General Government 29,223          28,016          
   Public Safety 54,672          50,780          
   Public Works 28,644          31,372          
   Community Development 18,001          18,543          
   Community Services 32,417          33,449          
   Redevelopment -                   1,282            
       Total Expenditures 162,957         163,442         
 
   Excess of Revenues Over Expenditures (20,475)         (2,807)           
   Proceeds from sale of capital assets -                   14                 
   Net transfers 6,884            (492)              

(Decrease) in Fund Balance (13,591)$       (3,285)$         

For the Years Ended June 30, 2009 and 2008
(amounts expressed in thousands)

City of Irvine
Summary of Changes in Fund Balances - General Fund

 



















































































































































































































































































































































































  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
About the Covers 
 
The Irvine Station, located in the Spectrum area at 15215 Barranca Parkway, has become the 
busiest train station in Orange County.  The Irvine Station offers amenities such as 
complimentary parking, bike lockers, restrooms, ATM machines, food services, information 
kiosks, newspaper stands, rental car services, Quik-Trak ticket machines, and an Amtrak 
ticket counter and lobby. The Station also supports local and rail feeder bus services 
operated by the Orange County Transportation Authority and local Irvine Businesses.   
 
Since its opening in August 2008, the Irvine Station Parking Structure, a 490,000 square foot, 
four level, three-story structure has received rave reviews, including “Best Design” from the 
International Parking Institute.  The structure accommodates approximately 1,500 vehicles, 
took 13 months to complete, and created a net increase of 950 additional parking 
spaces.  The parking structure includes 6,728 square feet of ground level shell space for 
future transit-supportive retail, space provisions ZevNet Electric Vehicles, the incorporation 
of sustainable design principles and “green building” criteria, and the incorporation of land 
and hardscaping to enhance the pedestrian environment. 
 
  
 
 
 
 
 
 
 
 
The authors wish to thank Brian Flynn, Media Services Coordinator, in the City of Irvine 
Public Information Office, for his design of the cover. The covers and report were printed 
by the City of Irvine Duplicating Center, with thanks to Jon Williams and Duplicating 
Technician. 
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