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City of Peoria
Core Values

“The City of Peoria team members share a commitment
to provide quality service for our community.”

Professional

Demonstrates professional skills and knowledge needed to perform the job; keeps informed of
developments in the professional field and applies this knowledge to the job; encourages and
supports the development of subordinate personnel.

Ethical

Maintains the highest standards of personal integrity, truthfulness, honesty, and fairness in carrying
out public duties; avoids any improprieties; trustworthy, maintains confidentiality; never uses City
position or power for personal gain.

Open

Communicates effectively orally and in writing; involves appropriate individuals and keeps others
informed; acts as a team member; participates and supports committees/boards/commissions/task
forces; approachable; receptive to new ideas; supports diversity and treats others with respect;
actively listens.

Responsive

Consistently emphasizes and supports customer service; takes responsibility to respond to all
customers in a prompt, efficient, friendly, and patient manner; represents the City in an exemplary
manner with civic groups/organizations and the public.

Innovative

Demonstrates original thinking, ingenuity, and creativity by introducing new ideas or courses of
action; supports innovative problem-solving by identifying and implementing better methods and
procedures; takes responsible risks; demonstrates initiative and “follows through” on development
and completion of assignments.

Accountable

Accepts responsibility; committed to providing quality service to our community; plans, organizes,
controls and delegates appropriately; work produced is consistent and completed within required
timeframes; implements or recommends appropriate solutions to problems; acknowledges
mistakes; manages human and financial resources appropriately.
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City of Peoria

FINANCE DEPARTMENT

8401 West Monroe Street
Peoria, Arizona 85345

T 623.773.7126

F 623.773.7727

December 15, 2016

Honorable Mayor, City Council, City Manager and Citizens of Peoria, Arizona:

We are pleased to submit to you the Comprehensive Annual Financial Report (CAFR) of the City of
Peoria, Arizona, (the City) for the fiscal year ended June 30, 2016. This report was prepared by the
Financial Services Division of the Finance Department.

The CAFR represents management’s report of the City’'s complete financial results to its governing body,
constituents, legislative and oversight bodies, investors, and creditors. Copies of this report will be sent to
elected officials, management personnel, bond rating agencies, Nationally Recognized Municipal
Securities Information Repositories, and other agencies which have expressed interest in the City's
financial matters. Copies of this financial report will also be placed in the City’s libraries, as well as on the
City's website, for use by the general public.

The Management’s Discussion and Analysis presented on pages 3-16 has a different focus and purpose
than this transmittal letter and should be read in conjunction with this transmittal.

THE FINANCIAL REPORTING ENTITY

This CAFR includes financial statements on both a government-wide and fund basis for the City of
Peoria, the primary government, as well as its component units. Component units are separate legal
entities included in the reporting entity due to the significance of their financial or operational relationship
with the City. Criteria used by the City for inclusion of activities in preparing its financial statements are in
conformity with GASB Statement No.14, The Financial Reporting Entity, as amended by GASB Statement
No.61. Blended component units, although legally separate entities, are, in substance, part of the primary
government’s operations and are included as part of the primary government. Accordingly, the financial
reporting entity consists of the City and five blended component units, the City of Peoria Municipal
Development Authority, Inc., the Vistancia Community Facilities District and Vistancia West Community
Facilities District, the City of Peoria Employee Benefits Trust and the City of Peoria Workers’
Compensation Trust as discussed further in Note 1.A of the notes to the financial statements.

The City of Peoria, chartered in 1954, has a Council-Manager form of government with the City Council
consisting of the Mayor and six Council Members. Pursuant to an amendment to the City Charter
approved by the voters in 1997, the Mayor is elected at-large for a four-year term. Council members are
elected, by district, for four-year terms. The City Council is vested with policy and legislative authority and
is responsible for passing ordinances; adopting the budget; appointing committee, commission, and
board members; and appointing the positions of City Manager, City Attorney, and Judge. The City
Manager is responsible for carrying out the policies and ordinances of the City Council, as well as
overseeing the day-to-day operations of the City.

The City encompasses approximately 179 square miles in the northwestern portion of Maricopa County,
and is one of several major cities comprising the greater Phoenix metropolitan area. Between the 2010
census and the most current Census Bureau estimate for the City of Peoria, our population increased by
more than 10 percent, from 154,065 in 2010 to 171,237 in 2015. The City’s growth is attributable to the
comparatively affordable housing, excellent school district, and expansion of the metropolitan freeway
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systems, allowing Peoria residents to commute effectively to other cities in the Phoenix metropolitan area.
Population growth trends are expected to continue at a similar pace.

The City provides a full range of municipal services, including police and fire protection, water, sewer and
solid waste services, street construction and maintenance, recreational and cultural events, library
services, public transportation, planning and zoning services, and general administrative services. Peoria
offers a wide range of community facilities including two community centers, three swimming pools, two
libraries, and 34 neighborhood parks encompassing 305 acres. The Peoria Sports Complex—operated
by the City—is the nation’s first two-team baseball spring training facility and the spring training home of
the Seattle Mariners and San Diego Padres. The City opened its first large community park, Rio Vista
Community Park, in the southern part of the City in fiscal year 2004. This 52 acre facility has athletic
fields, playgrounds, ramadas, an urban lake, skate park and other amenities for the citizens’ enjoyment.
The City’'s second community park, Pioneer Community Park was completed in fiscal year 2014 and
includes ball fields, multipurpose fields, a dog park, fishing lake and other amenities. The City also has a
performing arts center with a 250-seat main auditorium, 80-seat black box theater, and classroom and
administrative space in the downtown area. Another attraction of the City is Lake Pleasant, in northern
Peoria’s Lake Pleasant Regional Park. This 10,000 acre lake is the second largest lake in Arizona,
providing residents and visitors with boating, fishing, camping and other outdoor recreation activities.

LOCAL ECONOMIC CONDITION AND OQUTLOOK

During fiscal year 2016, Peoria’s economy continued to see healthy home construction activity. Peoria is
part of the metro Phoenix West Valley which includes Glendale, Goodyear, Surprise and Buckeye. Over
the past 10 years, the West Valley has focused on transportation infrastructure and economic
development. Homes sales in the West Valley continue to surpass other metro Phoenix regions. The
West Valley has the region’s newest freeway (Loop 303) and large communities, such as Vistancia, a top
selling master-planned community in north Peoria bringing higher-end homes, golf courses and shopping
amenities to attract home buyers. Home sales are expected to continue growing in Peoria and the West
Valley.

The City issued 1,663 new residential building permits in fiscal year 2016 compared to 1,215 in fiscal year
2015. Median home prices in Peoria rose from $235,000 in June 2015 to $265,000 in June 2016. The
City’s total property full cash value, which lags the market, increased by 8.6% from $14.0 billion in 2015-
16 to $15.2 billion in 2016-17. Full cash value hit the highest point in 2008-09 at $18.3 billion and fell to a
low of $10.1 billion in 2013-14 as a result of the housing downturn.

The unemployment rate in Peoria improved from 5.0% in June 2015 to 4.9% in June 2016. While growth
in the U.S. economy has cooled since 2015, consumer spending remained healthy. The City's sales and
use tax collections in fiscal year 2016 totaled $79.4 million, a 6.4% increase from the $74.6 million in the
prior year.

On the commercial front, State Trailer RV & Outdoor Supplies opened its 173,000 square foot store in
Peoria in November 2015, selling everything needed for RV’'ing and camping and also providing RV
repairs. Aviage, a global tier-1 civil avionics solution provider and joint venture between General Electric
Company and the Aviation Industry Corporation of China, opened its high-quality research, design and
manufacturing complex in Peoria in July 2015. Aviage is expected to create 30-40 high wage jobs in
Peoria.

Economic Outlook

State economists expect Arizona’s economy to be well positioned to outpace the US, although the pace
of growth will be less than the rapid growth rates prior to the Great Recession. The Phoenix metropolitan
statistical area posted a 2.9% job growth in the second quarter of 2016 compared to the national average
of 1.8%. Construction jobs are up, reflecting healthy construction activity. The short-term outlook for the
US economy is continued expansion at a fairly modest pace with real GDP growth expected to average
1.9% for 2016 and projected to increase to 2.4% in 2017.
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MAJOR PROJECTS AND INITIATIVES

The Council utilizes a goal setting and strategic planning process to assist in the identification,
prioritization, and management of capital projects, initiatives, service efforts and emerging strategic
issues. Given the competing priorities for available resources, careful consideration is given to all projects
and initiatives to ensure investments of public funds achieve Council objectives and provide a long term
sustainable benefit to the community. Listed below are the Council goals to further the City’'s commitment
to provide quality service, economic development and improved quality of life for the citizens of Peoria.

>

Community building — to preserve and expand our quality of life by strengthening neighborhoods,
providing superior quality parks and recreational programs, expanding cultural and entertainment
opportunities and other community oriented service efforts

Enhance current services — to improve cost effectiveness of service delivery, using technology to
enhance and streamline service delivery, enhance organizational culture and become an
employer of choice

Preserve our natural environment — to provide environmental stewardship, pursue cost effective
green development and land banking for future parks

Total planning — to identify key corridors and cores throughout the city and create specific
development plans for those areas, to provide diverse and sustainable residential housing options
and to plan and develop city infrastructure to improve quality of life and coincide with economic
development and revitalization efforts

Economic development — to implement strategies to attract targeted industries, help existing
businesses grow, facilitate development opportunities in targeted investment zones and develop
Peoria’s workforce

Leadership and image — to conduct city business with the highest standard of integrity and
accountability and to build greater community relations

Major Initiatives and Accomplishments in 2016

Major initiatives and accomplishments during fiscal 2016 are as follows:

Peoria Sonoran Preservation Program-

In June 2015, the City Council adopted the Peoria Sonoran Preservation Program to identify
areas that merit conservation and feasibility strategies to fulfill our community’s vision of
preserving our natural environment. The vision for the Sonoran Preservation Program includes
prioritizing ecologically and historically significant land, providing abundant high quality
recreational opportunities, creating an open space network and implementing funding and
conservation strategies. During fiscal year 2015-16, the City purchased from a private landowner,
85 acres of Sunrise Mountain located at the northeast corner of 91% Avenue and Happy Valley
Road and entered into an option agreement for the remaining 123.46 acres of the site. The site
was zoned for development and purchasing the site will allow the City to preserve it as open
space for recreational purposes.

Ambulance and Emergency Medical Service —

In February 2016, the Arizona Department of Health Services approved the City’s application for
a license to operate ambulances. The City's Fire-Medical department plans to phase in
ambulance services over a 5 year period. Transport service is expected to start in early 2017 with
2 full-time ambulances and 1 back-up ambulance. The City will increase the number of full-time
ambulances over the next 5 years. The Fire-Medical department has also hired 14 firefighters, an
EMS captain and an Ambulance Billing Specialist to staff its ambulance operations.
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Police Building Expansion-
The City started its multi-phase expansion of its Pinnacle Peak Public Safety building in North
Peoria. The expansion consists of a new 17,000 square feet patrol services building, 10,000
square feet of additional space for police operations, renovation of another 10,000 square feet of
substation to accommodate police communications and 911 dispatch functions, information
technology improvements and other upgrades. This project is expected to cost $14 million and be
completed in 2017.

Pyramid Peak Water Treatment Expansion-
In October 2015, the City entered into an intergovernmental agreement with the City of Glendale
to expand the joint water treatment facility capacity from 39 Million Gallons per Day (MGD) to 54
MGD to provide for and support growth. The City’s share of the treatment capacity will increase
from 9 MGD to 24 MGD and the City’s share of the expansion costs is estimated to be $50
million.

Purchase of New River Utilities —
During fiscal year 2015-16, the City completed its purchase of the New River Utilities Company, a
private water provider serving approximately 2,900 customers within its 1.75 square mile service
area located in Peoria. The purchase price of $10 million and another $4 million for system
improvements and connections were financed with a loan from the Water Infrastructure Financing
Authority.

University Recruitment —
The City has been working on bringing more science, technology, engineering and mathematics
programs to the area through partnerships with specialty universities. In 2015, the City entered
into an Economic Development Activities Agreement with Huntington University for the
development of an accredited university campus in Peoria. Huntington University is expected to
bring programs such as digital arts, graphic design, film production and web development to the
area.

Old Town Redevelopment —
The City adopted the Old Town Peoria Revitalization Plan back in 2009 to help breathe life into
the downtown area while recognizing its historical relevance. The area targeted for revitalization
is bounded by 85th Avenue to the west, Peoria Avenue to the north, Grand Avenue to the east,
and Monroe Street to the south. During fiscal year 2015-16, the City purchased various
properties totaling $779,000 to further its efforts in the redevelopment of old town.

Debt Refundings —
During fiscal year 2015-16, the City refinanced $69.3 million of General Obligation Bonds and
realized a net present value savings of $5.2 million. The City also refinanced $45.4 million of
Vistancia Community Facilities District Bonds, achieving a net present value savings of $11.2
million.

Accreditations and Awards —
In March 2016, the City’s Information Technology department received awards from the Public
Technology Institute (PTI) for its Community Services Master Plan Asset Inventory Integration,
Police HunchLab Predictive Policing Program and IT Hardware Inventory Application/Database
Replacement. This is the second year in a row that Peoria has been recognized by PTI for
innovative technology solutions.

Also in March 2016, the City of Peoria Fire-Medical department was awarded its accreditation for
the 2™ time from the Commission on Fire Accreditation International.
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BOND RATING

In November 2015, all three global rating agencies, Moody’s Investor Services, Standard and Poor’s and
Fitch Ratings, affirmed the City's Aal or AA+ rating for its General Obligation Bonds and designated the
ratings outlook as stable. In April 2016, Fitch Ratings also affirmed the City’'s Water and Sewer Revenue
Bonds’ AA rating, designating the rating outlook as stable. These ratings reflect the city’s improving
economic prospects, sound financial management practices, solid reserves and manageable debt levels.

FINANCIAL CONTROLS

Internal Controls

The management of the City of Peoria is responsible for establishing and maintaining a system of internal
controls. Internal accounting controls are designed to provide reasonable, but not absolute, assurance
regarding: 1) the safeguarding of assets against loss from unauthorized use or disposition, and 2) the
reliability of financial records for preparing financial statements and maintaining accountability for assets.
The concept of reasonable assurance recognizes: 1) the cost of a control should not exceed the benefits
likely to be derived, and 2) the valuation of costs and benefits requires estimates and judgments by
management.

The system of internal control is subject to periodic evaluation by management and is also considered by
the independent auditors in connection with the annual audit of the City’s financial statements. All internal
control evaluations occur within the above framework. The City's internal accounting controls are
considered to adequately safeguard assets and provide reasonable assurance of proper recording of
financial transactions.

Budgetary Controls

The City of Peoria, like all cities in the State of Arizona, is subject to numerous budget and related legal
requirements. Article 1X, Section 20 (1) of the Arizona Constitution sets limits on the City's legal budget
capacity. At a general election held in March 2003, the citizens of Peoria approved a permanent
adjustment of the expenditure base from the original 1979-80 base of $3,247,857 to a new base of
$18,247,857. The permanent adjustment eliminated the need for voter approval every four years. After
adjustment for inflation and population growth, the City’s expenditure limitation for fiscal year 2015-16
was $819,983,730. The City may utilize the additional expenditure authority for any local budgetary
purposes.

The City maintains budgetary controls to ensure compliance with legal provisions embodied in the annual
appropriated operating budget approved by the Mayor and Council. Activities of the general fund, special
revenue funds, debt service funds, capital project funds, enterprise funds, and internal service funds are
included in the annual appropriated budget. The legal level of budgetary control (i.e., the level at which
expenditures cannot legally exceed the appropriated amount) is the total budget, as adopted by the City
Council. The City additionally exercises management control and oversight of the budget at the
department level within each fund. In addition to maintaining budgetary control via a formal appropriation,
the City maintains an encumbrance accounting system. Encumbrances are made against appropriations
upon the issuance of a purchase order. Encumbered appropriations lapse at fiscal year-end and are re-
budgeted as needed in the next fiscal year.

Financial Policies

The City has an important responsibility to its citizens to carefully account for public funds, to manage its
finances wisely, and to plan for the adequate funding of services desired by the public, including the
provision and maintenance of public facilities. The City needs to ensure that it is capable of adequately
funding and providing those government services desired by the community. Ultimately, the City’s
reputation and success depends on the public’'s awareness and acceptability of the management and
delivery of these services.
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The City operates under a comprehensive set of financial policies adopted by Council. The Principles of
Sound Financial Management establishes guidelines for the City’s overall fiscal planning and
management. These principles are intended to foster and support the continued financial strength and
stability of the City of Peoria as reflected in its financial goals. The City’'s financial goals are broad, fairly
timeless statements of the financial position the City seeks to attain:

= To deliver quality services in an affordable, efficient and cost-effective basis providing full value for
each tax dollar.

= To maintain an adequate financial base to sustain a sufficient level of municipal services, thereby
preserving the quality of life in the City of Peoria.

= To have the ability to withstand local and regional economic fluctuations, to adjust to changes in the
service requirements of our community, and to respond to changes in Federal and State priorities and
funding as they affect the City's residents.

= To maintain a high bond credit rating to ensure the City’s access to the bond markets and to provide
assurance to the City's taxpayers that the City government is well managed and financially sound.

These policies establish minimum and recommended fund balance/net position and reserves, as well as
establishing policies on the use of one-time revenues (to be used for one-time expenditures), fiscal
planning and budgeting, expenditure control, capital improvement program, cash management, debt
management, and economic development.

Long Term Financial Planning

The City annually updates a five-year long-range forecast, incorporating both projected revenues and
expenditures for the City’'s major operating funds. The five-year revenue forecast only includes revenues
that are anticipated to be sustainable over the five-year period. Expenditure projections include
anticipated operating impacts of the adopted capital improvement program.

Additionally, the City maintains a 10-year Capital Improvement Program which the City Manager submits
annually for review by the City Council. The program is updated annually and includes the cost of
construction and operating expenditures. No capital improvement project will be authorized or awarded
until the funding sources have been established to finance the project. When current revenues or
resources are available for Capital Improvement Projects, consideration will be given first to those capital
assets with the shortest useful life, and for assets whose nature make them comparatively more difficult to
finance with bonds or lease financing.

OTHER INFORMATION

Responsibility for the accuracy of the presented data and the completeness and fairness of the
presentations in this CAFR, including all disclosures, rests with the management of the City. The City has
established and maintains a comprehensive internal control framework that is designed both to protect
the government’'s assets from loss, theft, or misuse and to allow the compilation of sufficient reliable
information for the preparation of financial statements. We believe the data, as presented in this report, is
accurate in all material respects and is presented in a manner that fairly sets forth the financial position
and results of operations of the City on both a government-wide and fund basis. Furthermore, we believe
that all disclosures necessary to enable the reader to gain an understanding of the City's financial activity
and financial stability have been included.

These financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP) for local governments as prescribed by the
Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public
Accountants (AICPA).



Independent Audit

The basic financial statements and related notes have been audited by an independent firm of certified
public accountants, Heinfeld, Meech & Co., P.C., whose report is included herein. The audit satisfies
Article VI, Section 7, of the City Charter, which requires an annual audit of all accounts of the City by an
independent certified public accountant. As stated in the independent auditors’ report, the goal of the
independent audit was to provide reasonable assurance that the financial statements of the City of
Peoria, Arizona, for the fiscal year ended June 30, 2016, are free from material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements; assessing accounting principles used and significant estimates made by
management; and evaluating the overall financial statement presentation. The independent auditors
concluded, based upon the audit, that there was a reasonable basis for rendering an unmodified opinion
that the financial statements of the City of Peoria, Arizona, for the fiscal year ended June 30, 2016, are
fairly presented, in all material respects, in conformity with GAAP. The independent auditors’ report is
presented as the first component of the financial section of this report.

Additionally, the City is required to have an independent audit (“Single Audit”) of federal financial
assistance received by the City directly from federal agencies, or passed through to the City by the State
of Arizona or other governmental entities during the fiscal year. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the government's internal controls and compliance with legal requirements having
a direct and material impact on major programs, with special emphasis on internal controls and
compliance requirements involving the administration of major federal awards. The results of the City's
single audit for the fiscal year ended June 30, 2016, found no instances of material weakness or
significant deficiencies in the internal controls. The reports from Heinfeld, Meech & Co., P.C. are
available in the City of Peoria, Arizona’s separately issued Single Audit Report.

Award

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Peoria, Arizona for its
Comprehensive Annual Financial Report for the fiscal year ended June 30, 2015. This is the 31st
consecutive year the City of Peoria has received this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. That report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for one year only. We believe our current Comprehensive Annual
Financial Report continues to meet the Certificate of Achievement program's requirements. As such, we
are submitting this report to the GFOA to determine its eligibility for a certificate.
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