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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and City Council
City of Soledad, California

We liave audited the accompanying financial siatements of the governmental activities, the business-type aclivitics, each
major fund, and the aggregate remaining fund information of the City of Scledad, California, (the City) as of and for the
year ended June 30, 2010, which collectlvely comprise the City’s basic financial statements as listed in the table of
contents. These financia! statements are the responsibility of the City’s management. Our responsibility is to express an
opinion on these financial statements based on our audit,

We conducted our audit in agcordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Govermment Auditing Standards, issued by the Compiroller General of
ihe United States. Those standards require that-we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatzment. An audit includes examining, on a test basis, evidence suppoiting
the amounts and disclosures in the financial statements, An audit also includes assessing the accounting principles vsed and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our 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, 2010, and the respective changes in the financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

In accordance with Govermment Auditing Standards, we have also Issued our report dated January 6, 2011 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, coniracts, aud 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 the internal control over financial reporting or on compliance, That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in assessing the resuits of
our audit,

The City has not presented the Management Discussion and Analysis that accounting principles generally accepted in the
United States haye determined Is necessary to suppleient, although not required to be part of, the financial statements, The
Budgetary Comparison Information on pages 32 through 35 is not 4 required part of the basic financial statements, but is
supplementary information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information, However, we did not audit the information and
express no opinlon on il.. -

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City
of Soledad’s basic financial statements, Tho supplemental information listed in the Table of Contents is presented for
purposes of additional analysis and are not & required part of the basic financial statements, The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S, Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a requised part
of the basic financial statements. This information lias been subjected to the puditing procedutes applied in the audit of the
basic financlal statements and, -in our opinion, are fairly stated In all material respects In refation to the basic financial
statements aken as a whole,

January 6, 201

a0] “N* STRELT, SUITE 104 FIREBAUGH, CALIFORNIA 93622 PHONE 554.639.3045 TAX 550.659.0615






CITY OF SOLEDAD

STATEMENT OF NET ASSETS
TUNE 30, 2010
Governniental Business-Type
Actlvities Activities Total
ASSETS
Cash and investments $ 20537642 $ 3,091,267 § 23,628,909
Restricted cash and investments 1,567,299 198,457 1,765,756
Accounts receivable, net © 388,404 1,503,447 1,891,851
Due from other governments 244,110 244,110
Interest receivable . 41,641 5,900 47,541
Notes receivable 9,205,445 . 9,205,445
Tnternal balances 3,371,963 (3,371,963) .
Land held for resale 180,000 - 180,000
Deferred charges - Bond issuance costs, net 721,678 7,742,003 8,463,681
Capital assets, net of allowance
for depreciation 35,805,184 68,022,221 103,827,405
Total assets 72,063,366 71,191,332 149,254,698
LIABILITIES T
Accounts payable and accrued expense 738,819 362,300 1,161,119
Accrued interest payable 88,838 15,308 104,146
Deposits payable . 61,267 70,706 131,973
Long-tetm liabilities
Due within one year 446,589 2,517,279 2,963,868
Dug in more than one year 19,032,331 47,984,347 67,016,678
Compensated absences 511,609 137,704 649,313
Total liabilities 20,879,453 51,087,644 71,967,097
NET ASSETS
Invested in capital assets, net of
related debt : 16,326,264 17,373,191 33,699,455
Restricted for debt service 1,567,299 198,457 1,765,756
Restricted for specific projects and programs 15,115,180 - 15,115,130
Unreserved and unrestricted/(deficit) 18,175,170 8,532,040 26,707,210
 Total net assets/(deficit) 51,183913 § 26,103,688 § 77,287,601

See accompanying notes.
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CITY OF SOLEDAD

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS
OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2010

Total governmental fund balance $ 24,496,005

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 35,805,184

Governmental Jong-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds (19,478,920)

Compensated absences are not due and payable in the current —
period and therefors are not reported in the funds (511,609)

Interest on long-term debt is reported as an expenditure of the Governmental
Funds when paid because it requires the use of current financial
resources. However, accrued interest must be recorded when incurred (88,838)

Internal service funds ate used by management to charge the costs of
fleet maintenance and computer services to individual funds. The
assets and liabilities of the internal service fund are included in
governmental activities in the Statement of Net Assets. 1,034,968

Certain revenues in Governmental Funds are deferred because they ave
not collected within the prescribed time period after fiscal year end,
Those revenues are recognized an the acerval basis in Governmental
Activities 9,205,445

Governmental funds report debt costs such as issuance costs and
original issue discounts as an expenditure when those
costs are incurred because they require the use of current financial
resources. However, debt issuance costs must be included as a

deferred charge in the Government-Wide Financia] Statements 721,678
Net assets of governmental activities $ 51,183,913

See accompanying noles.
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CITY OF SOLEDAD

RECONCILIATION OF STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITES
AND CHANGES IN NET ASSETS

YEAR ENDED JUNE 30, 2010

Net change in fund balance - total governmental funds $ (7,586,209)

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

Depreciation expense on capital assets is reported in the Statement of Activities,
but they do not require the use of current financial resources, Therefore,
depreciation expense is not required as expenditures in Governmental Funds (1,043,893)

Amortization of deferred debt costs in the Statement of Activities does not
require the use of current financial resources and is not reported as an
expenditure in Governmental Funds (34,519

Governmental Funds report capital outlay as expenditures. However, in the
Statement of Activities and Changes in Net Assets the cost of those assets
are capitalized as an asset and depreciated over the period of service 5,113,839

Repaymeont of long-term debt is an expenditure in governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets 419,192

* Internal service funds are used by management to charge the costs of fleet
maintenance and computer services to individual funds, The net revenue
(loss) of certain activitics of internal service funds is reported with
governmental activities 208,613

Compensated absence costs in the Statement of Activities does not require
the use of current financial resources and, therefore, is not reported as

expenditures in Governmental Funds 3,327
In the Statement of Activities interest is accrued on long-term debt, whereas,
in governmental funds interest expenditure is reported when due (2,942)
Change in net asscts of governmental activities $  (2,922,592)

See accompanying notes. 7
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CITY OF SOLEDAD

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES — AGENCY FUNDS
JUNE 30, 2010

The Vineyards  Diamond Ridge

Assessnment Assessment
District Distriet Total
ASSETS
Cash and investments $ 312,719 § 381,798 § 694,517
Cash and investments with fiscal agent - 379,295 o 379,295
Interest receivable ' 651 802 1,453
Special assessment receivable 3,372,824 3,099,363 6,472,187
Total assets ' 3,686,194 3,861,258 7,547,452
LIABILITIES
Accounts payable and acerued expenses 1,194 - 1,258 2452
Due to bondholders 3,685,000 3,860,000 7,545,000
Total liabilities 5 3,686,194 % 3,861,258 3% 7,547,452

See avcompanying noles i



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 1 — Summary of Significant Accounting Policies

The financial statements of the City of Soledad (the City) have been prepared in conformity with
Accounting Principles Generally Accepted in the United States of America (GAAP) as applicable to
governmental entities, The Governmental Accounting Standards Board (GASB) is the accepted standard
setting body for establishing governmental accounting and financial reporting principles.

These financial statements present the government and its component units, entities for which the City is
considered to be financially accountable. Blended component units, although legally separate entities are,
in substance, part of the government’s operations and data from these units are combined with data of the
primary government. Each blended component unit has a June 30 fiscal year end. There are no discretely
presented component units included in these financial statements. The following sections further describe
the significant accounting policies of the City.

Reporting Entity

The City of Soledad is a municipal incorporation, operating as a general law city, and governed by a city
counci! of five members, under the general laws of the State of California, The City operates under a
Council-Manager form of government and provides the following services: general government, public
safety, public works, facilities/transportation, culture and Ieisure, and public utilities,

Included in this report is the Soledad Redevelopment Agency (the Agency). The Agency was established
to administer the City's redevelopment aclivities and projects. Members of the City Council
automatically sit as the Agency's Board, the City Manager is appointed as Executive Director with the
City staff providing all support services, Currently the Agency/City legislative meetings are held
concurtently. The annual financial statements for the Agency for the fiscal year ended June 30 2010 can
be obtained through the City’s Finance Department.

Also included in this report is the Soledad Public Financing Authority (SPFA), The SPFA is governed by
the City officers. Although it is legally separate from the City, the SPFA s reported as if it were part of
the primary government because its sole purpose is to finance and construct the City’s public facilities,

Basis of Presentation — Fund Accounting

Government-Wide Financial Statements - The Government-Wide Financial Statements (the Statement
of Net Assets and the Statement of Activities and Changes in Net Assets) report information of all of the
nonﬂduciary activities of the primary government and its component units. Eliminations have been made
to minimize the double counting of intetnal actlvities, These statements distinguish between the
governmental and business-type activities of the City, Governmental activities, which normally are
supported by taxes and .inter-governmental revenues, are reporied separately from . business-type
activities, which rely significantly on fees charged to external parties.

12



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 1 — Summary of Significant Accounting Policies (Continued)

‘The Statement of Activities and Changes in Net Assets presents a comparison between direct expenses and
program revenues for each segment of the business-type activities of the City and for each function of the
City’s governmental activities, Direct expenses are those that are specifically associated with a program or
function and are clearly Identifiable to a particular function, Program revenues include 1) charges paid by
the recipients of goods or services offered by the programs and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular program. Revenues that are not
classified as program revenues, including all taxes, are presented as general tevenues,

Net assets are restricted when constraints placed on them are either externally imposed or are imposed by
constitutional provisions or e¢nabling legislation. Internally imposed designations of resources are not
presented as restricted net assets, When both restricted and unrestricted resources are available for use,
generally, It is the City’s policy to use restricted resources first, then unrestricted resources as they are
needed.

Governmental Fund Finanecial Statements - The Governmental Fund Financial Statements provide
information about the City’s funds, including fiduciary funds and the blended component unit. Separate
- statenients for each fund category - governmental, proprietary and fiduciary - are presented, The emphasis
of fund financial statements is on major governmental and enterprise funds, each displayed in a separate
column. All remaining governmental funds are separately aggregated and reported as non-major funds.

Propristary fund operating revenues, such as charges for services, result from exchange transactions
associated with the principal activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values, Non-operating revenues, such as subsidies and investment
earnings, result from non-exchange transactions or ancillary activities.

The City reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City. Tt is used for all financial
resources except those required legally, or by sound financial management to be accounted for in another
fund. Generally, the General Fund is used to account for those traditional governmental services of the
City, such as police and fire protection, planning and general administrative services.

Community Redevelopment Fund — The Community Redevelopment Fund was established to account for
the funding source used for the planning, administration and operations of the Redevelopment Agency of
the City of Soledad.

Low-Moderate Income Housing — The Redevelopment Agency Low-Moderate Income Housing Fund was
established to account for property tax allocations set aside for the purpose of increasing or [mprovmg the
City's supply of low and moderate housing.

Debt Service Fund — The Debt Service Fund is used to account for the accumulation of resources for the
payment of interest and principal on the Agency’s long-term debt.

Development Impact Fees — This fund aceounts for mitigation fees received from new construction which
are to be used according to the City's approved Master Facilities Plan.

13



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 1 — Summary of Sighificant Accounting Policies (Continued)
The City reports the following additional fund types:

Internal Service Fund — The Internal Service Fund accounts for fleet management provided to other
departments or agencies of the government, on a cost reimbursement basis.

Agency Funds - The Agency Funds account for assets held by the City as an agent for various local
governments or other entities, These funds are custodial in nature (assets equal liabilities) and do not
involve measurement of results of operations. :

Basis of Accounting

The Government-Wide and Proprietary Fund Financial Statements are reported using the economic
resources measurement focus and the accrual basis of accounting, Revenues are recorded when earned
and expenses are recorded at the time liabilitics are incurred, regardless of when the related cash flows
take place. Nonexchange transactions, in which the City gives (or recelves) value without directly
receiving (or giving) equal value in exchange, include property and sales taxes, grants, entitlements and
donations. On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenues from sales tax are recognized when the underlying transactions take place,
Revenues from grants, entitlements and donations are recognized in the fiscal year in which all eligible
requirements have been satisfied.

Governmental Funds are reported using the cuerent financial resources measurement focus and the
modified accrual basis of accounting. Under this method, revenues are recognized when measurable and
available. Property and sales taxes, interest, certain state and federal grants and charges for services are
accrued when their receipt oceurs within sixty days after the end of the accounting period so as to be both
measurable and available. Expenditures are generally recorded when a liability is incurred, as under
accrual accounting. However, debt service expenditures, as well as expenditures related to compensated
absences, claims and judgments are recorded only when payment is dus. General capital asset acquisitions
are reported as expenditures in governmental funds. Proceeds of general long-term debt and capital feases
are reported as other financing sources.

For its government-wide activities and Enterprise Funds, the City has elected under GASB Statement No,
20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use
Proprietary Fund Accounting, to apply all applicable GASB pronouncements as well as any applicable
pronouncements of the Financial Accounting Standards Board, the Accounting Principles or any
Accounting Research Bulletins issued on or before November 30, 1989 unless those pronouncements
conflict with or contradict GASB pronouncements. The GASB periodically updates iis codification of the
existing Governmental Accounting and Financial Reporting Standards which, along with subsequent
GASB pronouncements (Statements and Interpretations), constitutes GAAP for governmental units,

Proprietary Funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a Proprietary Fund’s principal ongoing operations, Revenues and expenses not meeting
this definition are reported as non-operating. '

14



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 1 — Summary of Significant Aceounting Policies (Continued)
Financial Statement Amounts

Cash and Cash Equivalents - Cash and cash equivalents represent the City's cash bank accounts including,
but not limited to, certificates of deposit, money market funds and cash management pools for reporting
putposes in the Statement of Cash Flows. Additionally, investments with maturities of three months or
less when purchased are Included as cash equivalents in the Statement of Cash Flows,

The City maintains a cash and investment pool that is avaliable for use by all funds, Interest earnings as a
result of this pooling are distributed to the appropriate funds based on month end cash balances in each
fund.

Investments of the pool include only those investments authorized by the California Government Code
such as, United States Treasury securities, agencies guaranteed by the United States Government,
registered state warrants, and other investments. Investments primarily consist of deposits in the State of
California Lacal Agency Investment Fund and certificates of deposit. Investments are stated at fair value.

Accounts Recelvable — Billed, but unpaid, services provided to individuals or non-governmental entities

~ are recorded as accounts receivable. ‘The Proprietary Funds include a year end accrua] for services through
the end of the fiscal year which have not yet been billed. Accounts receivable are reported riet of an
allowance for uncollectibles.

Monterey County is responsible for the assessment, collection and apportionment of property taxes for all
taxing jurisdictions. Property taxes are levied in equal instaliments on November 1 and February 1. They
become delinquent on December {0 and April 10, vespectively. The lien date is January 1 of each year,
Property taxes are accounted for in the General Fund., Property tax revenues are recognized when they
become measurable and available to finance current liabilities. The City considers property taxes as
available if they are collected within 60 days after year end. Property tax on the unsecured roll are due on
the January 1 lien date and become delinquent if unpald on August 31. However, unsecured property
taxes are not susceptible to year end accrual.

The City is permitted by Article XIIIA of the State of California Constitution (known as Proposition 13) to
levy a maximum tax of $1.00 per $100 of full cash value,

Interfund Receivables/Payables - Ttems classified as interfund receivable/payable represent short-term
lending/borrowing transactions between funds. This classification also includes the current portion of an
advance to or from another fund,

Advances To/From Other Funds - This classification represents non-current pottions of any long-term
lending/borrowing transactions between funds. This amount will be equally offset by a reserve of fund
balance which indicates that it does not represent available financial resourcos and therefore, is not
available for appropriation, The current portion of any interfund long-term loan (advance) is included as
an interfund receivable/payable.
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 1 — Summary of Significant Accounting Policies (Continued)

Capital Assefs - Capital outlays are recorded as expenditures of the General, Special Revenue, and Capital
Projects Funds and as assets in the Government-Wide Financial Statements to the extent the City's
capitalization threshold is met,

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewatks, and similar items), are reported in the applicable governmental or business-type activities
column in the Government-Wide Financial Statements. Capital assets are defined by the government as
assets with an initial individual cost of more than $10,000 for roadways and $5,000 for all other assets, and
an estimated useful life of at least three years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation,

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lives are not capitalized, Betterments and major improvements which significantly increase values,
change capacities or extend useful lives are capitalized. Upon sale or retirement of fixed assets, the cost
and related accumulated deprectation are removed from the respective accounts and any resulting gain or
“loss s included in the results of operations.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities are included as part of
the capitalized value of the assets constructed,

Property, plant, and equipment of the primary government, as well as the component units, are depreciated
using the straight line method over the following estimated useful lives:

Years
Buildings 40
Improvements . 16 - 40
Equipment 5-10
Streets 30
Parks 40
Curbs and Gutters 40
Storm Drains 75
Signs and Streetlights ' 4-30

Compénsated Absences — Vacation time may be accumulated up to two years entitlement. Cash
compensation for accrued vacation is generally not payable until the employee terminates employment
with the city. '

Tn fiscal year 1986, the City adopted a policy wherehy classified employees with accumulated vacation
pay in excess of thirty days may elect to receive one cash payment for up to ten days in excess of the thirty
days maximum accrual. Staff with less than thirty days accrued are not eligible to participate in the
vacation buy back program.

16



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 1 — Summary of Significant Accounting Policies (Continued)

Sick leave may be accumulated to a maximum of ninety days. Cash compensation for unused sick leave is
payable to employees only upon termination of employment with the City and is limited to a maximum of
15 days payable upon resignation or dismissal, or for management, 30 days payable upon retirement, The
calculation is done in accordance with Governmental Accounting Standards Board Statement No. 16,

Long-Term Qbligations - In the Government-Wide Financial Statements and in the Proprietary Fund types
in the fund financial statements, long-term debt and other long-term obligations are reported as liabilities
in the applicable governmental activities, business-type activities, or Proprietary Fund Type Statement of
Net Assets. Debt principal payments of both government and business-type activitles are reported as
decreases in the balance of the liability on the Statement of Net Assets. Bond premiums and discounts, as
well as issuance costs, are deferred and amortized over the life of the bonds using the effective interest
method, Bonds payable are reported net of the applicable bend premium or discount, Bond issvance costs
are reported as deferred charges and amortized over the term of the related debt,

In the fund financial statements, however, debt principal payments of Governmental Funds are recognized
as expenditures when paid. Governmental Fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources while
discounts on debt issuances are reported as other financing uses, Tssuance costs, whether or not withheld
from the actual debt proceeds received, ate reported as debt service expenditures.

Non-Current Governmental Assets/Liabilities - GASB Statement No. 34 eliminates the presentation of
account groups, but provides for these records to be maintained and incorporates the information into the
Governmental Activities column in the Government-Wide Statement of Net Assets.

Net Assets/Fund Equity - The government-wide and business-type activities financial statements utilize a
net assets presentation, Net assets are categorized as invested capital assets (net of related debt), restricted
and unrestricted,

¢ Invested In Capital Assets, Net of Related Debt - This category groups all capital assets, including

_ infrastructure, into one component of net assets, Accumulated depreciation and the outstanding

balances of debt that are attributable to the acquisition, construetion or improvement of these assets
reduce the balance in this category.

¢ Restricted. Net Assets - This category presents external restrictions on net assets imposed by
creditors, grantors, contributors, laws or regulations of other governments and restrictions imposed
by law through constitutional provisions or enabling legislation.

e  Unrestricted Net Assets - This category represents net assets of the City not restricted for any
project or other purpose,

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and Jiabilities and disclosure of contingent assets
and liabilitics at the date of the financial statements and the reporied amounts of revenues and
expenditures/expenses during the reporting period. Actual results could differ from those estimates.
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 2 — Stewardship, Compliance and Accountability

California law authorizes the City to invest in obligations of the United States Treasury, agencies and
instrumentalities, certificates of deposit or time deposits in banks and savings and loan associations which
are insured by the I'ederal Deposit Insurance Corporation.

In accordance with applicable sections of the California Government Code and the Soledad Municipal
- Code, the City prepares and legally adopts an annual balanced budget on a basis consistent with
accounting principles generally accepted in the United States of America. Annual appropriated budgets
are adopted for the General Fund, specific Special Revenue Funds, and specific Capital Projects Funds,
Budget plans are adopted for Proprietary Funds. A proposed budget is presented to the City Council
during May of each year for review, The Council holds public hearings and may add to, subttact from, or
change appropriations within the revenues and reserves estimated as available, Expenditures may not
legally excecd budgeted appropriations at the fund level. Supplementary appropriations which alter the
total expenditures of any fund, or expenditures in excess of total budgeted fund appropriations, must be
~ approved by the City Council.

All annual appropriations lapse at fiscal year end to the extent they have not been expended or
encumbered,

" Note 3 — Cash and Investments

The City pools all of its cash and investments except those funds required to be held by outside fiscal
agents under the provisions of bond indentures. Interest income earned on pooled cash is allocated to
the various funds on average cash balances, Interest income from cash investments held with fiscal
agents is credited directly to the related funds,

Cash and investments as of June 30, 2010 are classified in the accompanying financial statements as
follows:

Statement of Net Assets:

Cash and Investinents $ 23,628,909

Restricted Cash and Investments 1,765,756
Fiduciary Funds; .

Cash and Investments 694,517

Cash and Investments with Fiscal Agent 379,295
Total Cash and Investments $ 26468477

18



CITY OF SOLEDAD |

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 3 — Cash and Investments (Continued)

Cash and investments as of June 30, 2010 consist of the following:

Cash on hand
Deposits with Financial Institutions
Local Agency Investment Fund
Held by Fiscal Agent:
Money Market Mutual Funds
U.S. Treasury Obligations
1.8. Agency Securities

Total Cash and Investments

Investments Authorized by the California Government Code and the City’s Investment Policy

$

600
7,636,335
9,723,753

4,083,575
1,503,601

3,520,613
$ 26,468,477

The table below identifies the investment types that are authorized for the City by the California
Government Code (or the City’s investment policy, where more restrictive). The table also identifies
- certain provisions of the California Government Code (or the City’s investment policy, where more
restrictive) that address interest rate risk, credit risk, and concentration of credit risk, The City’s
investment policy does not contain any specific provisions intended to limit the City's exposure to
interest rate risk, credit risk, and concentration of credit risk, This table does not address investments of
debt proceeds held by bond trustee that are governed by the provisions of debt agreements of the City,

rather than the general provisions of the California Government Code or the City’s investment policy.

Maxiimum Maximum
T Maximum Percontage [nvestment
Authorized Investment Type Matueity of Portfolio In One Issuer

Local Agency Bonds 5 years None None
U.8. Treasury Obligations J years None None
U.8, Agency Securities 5 years None None
Banker's Acceptances 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase Agreements 1 year 20% None
Reverse Repurchase Agreetnents 92 days 20% None
Medium-Term Notes - 5 years 30% None
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 2 years 20% None
County Pooled Investment Funds 1 year 20% None
Local Agency Investment Fund (LAIF) N/A None None
JPA Pools (other investment pools) N/A None None
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 34, 2010

Notfe 3 — Cash and Investments (Continued)
Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustee are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the City’s investment policy.
The table below identifies the investment types that are authorized for investments held by the bond
trustee. The table also identifies certain provisions of these debt agreements that address interest rate
risk, credit visk, and concentration of credit risk.

Maximum Maximum
Maximum ~ Percentage Investment
Authorized Investment Type Maturity of Portfolio In One Issuer

U.S. Treasury Obligations None - - None None
U.S. Agency Securities None - None MNone
. Banker's Acceptances 180 days - None None
Commetcial Paper 270 days None None
Money Market Mutual Funds N/A None None
‘Investment Contracts None None None
Certificates of Deposits ' 1 year None None
Repurchase Agreements 30 days None None
Local Agency Investment Fund {LAIF) N/A None None
Municipal Bonds None None None

Disclosures Relating to Interest Rate Risk

Tnterest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. The City’s investment in the investment pools are available
for withdraw in one business day and have an overall maturity of less than one year,

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment, This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The City’s investments in the investment pools are unrated.

‘Conéenitration of Credit Risk
The investment policy of the City contains no limitations on the amount that can be invested in any one

issuer beyond that stipulated by the California Government Code, There are no investments in any one
issuer that represent 5% or more of total City investments.

20






CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 3 — Cash and Investments (Continued)
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The California Government Code and the City's
investment policy do not contain legal or policy requirements that would limit the exposure to custodial
credit risk for deposits, other than the following provision for deposits: The California Government Code
requires that a financial institutlon secure deposits made by state or local governmental units by pledging
securities in an undivided collateral pool held by a depository regulated under state law (unless so waived
by the governmental unit), The market value of the pledged securities in the collateral pool must equal at
least 110% of the total amount deposited by the public sgencies. California faw also allows financial
institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150% of
the secured public deposits.

The custodial risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of its investment or collateral securities that
are in the possession of another party. The California Government Code and the City's investment policy
do not contain legal or policy requirements that would limit the exposure to custodial credit risk for
investments. With respect to investments, custodial credit risk generally applies only to direct investments
in marketable securities. Custodial credit tisk does not apply to a local government’s indirect investment
in secutities through the use of mutual funds or government investment pools (such as LAIF),

Investment in State Investiment Pool

The City Is a voluntary participant in the Local Agency Investment Fund (LAIF) that is regulated by the
California Government Code under the oversight of the Treasurer of the State of California. The fair value
of the City’s investiment in this pool is reported in the accompanying financial statements at amounts based
upon the City’s pro-rata share of the fair value provided by LAIF for the entire LAIF portfolio (in relation
to the amortized ¢ost of that portfolio). The balance available for withdrawal is based on the accounting
records maintained by LAIF, which are recorded on an amortized cost basis.
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 34, 2010

Note 4 — Notes Receivables
Notes receivable and deferred loans consisted of the following at June 30, 2010:

Orchard Gabilan Associates, L.P. - The HOME Investment Partnership Grant program approved
$1,6000,000 of grant funds to be made available for local development of an affordable housing project,
The City enteted into an agreement with Orchard Gabilan Associates, L.P. to loan such funds for the
construction of Gabilan Family Apartments. Payments of principal and interest on the IHOME loan are to
be deferred until the eatlier of repayment in full of the Deferred Development Fee or January 1 of the year
in which the 14"™ anniversary of the date of issuance of the final Certificate of Occupancy. If not sooner
paid, the unpaid principal balance of this note, plus any unpaid interest thereon shall be due and payable in
full fifty-five yeats from the date of the note, The note bears 4.46% interest and the face amount of the
note at June 30, 2010 was $1,600,000,

Benito FLC, L.P. - The HOME Investment Partnership Grant program approved $3,760,000 of grant
funds to be made available for local development of an affordable housing project. The City entered into
an rgreement with Benito FLC, L.P. to loan such funds for the construction of the Benito Strect Farm
Labor Center, Funds were provided in the form of & defetred payment loan. If not paid sooner, the unpaid
principal balance of this note, plus any unpaid interest thereon shall be due and payable in full fifty-five
years from the date of the note. The note bears 4% interest and the face amount of the note at June 30,
2010 was $3,760,000.

Revolving Loan Program — Long-term loans receivable of $2,595,445 represent monies loaned to
homebuyers and small business owners in conneetion with a downpayment assistance, home rehabilitation
and business assistance programs, The loans are secured by real property with repayment due upon the
sale of real property or starting at the end of the 30 year deferral period. At the time of sale, the seller pays
the loan balance it full plus interest, ranging from 0% to 4%. For the Homebuyer loan program, starting at
the end of the 30 year deferral period, the borrower is required to repay the loan, without interest, over the
following 15 years.

Multi-Family Affordable Housing Rehabilitation Loans —~ Long-term notes receivable of $1,250,000
represent monies loaned to two developers in connection with construction and rehabilitation of low-
income multi-family housing projects. The loans are secured by real property with repayment due upon
the sale of real property or starting at the end of the 55 year defetral period. At the time of sale of the
project or at the end of the deferral period, the borrower shall pay the loan balance in full with interest at 4
percent per annunt,
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 5~ Interfund Advances, Receivables, Payables and Transfors
Long-Term In_térfund Advance
Advances receivable and payable constitute long-term borrowing between funds. Advances typically carry a
stated interest rate and have scheduled debt service payments, Interfund advances receivable and payable
balances at June 30, 2010 are as follows:
In 2009, the Garbage Service Fund borrowed $900,000 from the Water Fund. The loan criteria carries a 2%

annual simple interest rate, Interest only payments of $4,500 are due through March 1, 2011, Beginning
April 1, 2011 principal and interest payments of $16,500 are due through April 1, 2016,

Interfund Receivables and Payables
Interfund receivables and payables consisi of short-term loans resulting from regular transactions. These
loans are expected to be repaid as soon as the borrowing fund has cash, and carry an interest rate equal to the

rate earned on pooled cash.

L}_giiyid_l'xal\ fund interfund receivables and payables balances as of June 30, 2010 are as follows:

Due From Due To
General Fund 3 3,514,643 § -
Low-Moderate Income Housing Fund "~ 848,589 -
Community Redevelopment Fund - 848,589
Program Income Fund - 55,051
ARRA Grant Fund - 87,629
Water Fund - 118,284
Sewer Fund - 2,455,484
Garbage Fund - 798,195

3 4,363,232 § 4,363,232
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 5 ~ Interfund Advances, Receivables, Payables and Transfers (Continued)

In general, the City uses interfund transfers to (1) move revenues from the funds that collect them to the
funds’ that statuto or budget requires to expend them, (2) use unrestricted revenues collected in the General
Fund to help finance various programs and capital projects accounted for in other funds in accordance with
budgetary authorization, and (3) move cash to debt service funds from the funds responsible for payment as
debt service payments become due, In general, the effect of the interfund activity has been eliminated from

the government-wide financial statements.

Transfers In

Transfers Qui

Major Governmental Funds:

General Fund $ 485,827 § -
Community Redvelopment Fund - (174,061)
Low-Moderate Income Housing Fund - (300,748)
RDA Debt Service Fund 300,748 -
Development Impact Fees Fund - (359,71
Proprietary Funds:
Water Fund - (386,603)
Sewer Fund - (214,182)
Garbage Fund - (31,657)
JPA Garbage Fund - (164,757)
Transit Fund 295,251 -
Nonmajor Governmental Funds:
Internal Service Fund 757,164 -
Program Income Fund ‘ 66,210 -
Maintenance Districts Fund - (27,518)
Public Safety Fund - (86,830)
Local Transportation Fund 137,395 -
Prop 1B Fund - (230,313)
Revolving Loan Fund - (66,200
S $ 2,042,595 $ (2,042,595)
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 34, 2010

Note 6 — Capital Assets — Capital asset activities for the year ended June 30, 2010 were as follows:

Governmental Actlvities

Capital assets, ot being depreciated
Land

Total capital assets, not being depreciated

Capital assets, being depreciated
Buildings and improvements
Infrastructure
Machinery and equipment

Total capital assets, being depreciated

Less accumulated depreciation for
Buildings and improvements
Infrastructure

- Machinery and equipment -

" Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

Business-Type Activitics
Capilal assets, not being depreciated

Land
Construction in progress
Total capital assets, not being depreciated

Capital assets, being depreciated
Buildings and improvements
Infrastructure
Machinery and equipment

Total capital assets, being depreciated

Less: accumulated depreciation

Total capital assets, being depreciated, net

Business-type dctivities capital assets, net

Balance Balance

July 1, 2009 Additions Retirements  June 30,2010
$ 2,125288 § 4419706 $ - § 6,544,994
2,125,288 4,419,706 - 6,544,594
6,663,775 ) - - 6,663,775
30,686,154 694,133 - 31,380,287
3,771,511 28,199 - 3,799,710
41,121,440 742,332 - 41,843,772
(1,969,949 {166,164) - (2,136,313)
(6,749,773) {637,251) - (7.387,024)
(2,819,967) (240,278) - (3,060,245)
{1 1,539,6@) (1,043,893) . (12,583,582)
29,581,751 (321,561) - 29,260,190

$ 31,707,039 $ 4,008,145 § - $ 35,805,184
$ 250099 §$ - % - $ 2,509,996
41,097,724 8,124,667 - 49,222,391
43,607,720 8,124,607 - 51,732,387
5,186,941 - . 5,186,941
16,725,175 - - 16,725,175
[,743,757 - (74,000) 1,669,757
23,655,873 - (74,000) 23,581,873
(6,816,248) (549,791) 74,000 (7,292,039
16,839,625 (549,791 - 16,289,834

$ 60447345 § 1,574,876 3 - $ 68,022,221

25




CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 6 — Capital Assets (Continued)

Depreciation expense was charged to the following functions it the Statement of Activities:

Governmental Funetions:
General Government
Public Works
Community Development
Public Safety
Community Services

Business-Type Functions:
Water
Sewer
Transit

~ Note 7 — Long-Term Debt

Balance
July 1, 2009 Additlons

$ 72,307
126,837
640,332

151,435
52,982

$ 1,043,893

$ 383,186

139,363

27,242

$ 349,791
Balance Current

Retirements  June 30, 2010 Portion

Governmental Activity Leng Term Deht

Bonds Payable

1598 Tax Allocation Bonds $ 6,520,000 $ - % (185000 § 6335000 % 200,800

2007 Series A & B Tax Allogation Bonds 12,985,000 - (175,000) 12,810,000 185,000
Lease Payable

Firs Truck Capital Lease 393,112 - (59,192) 333,920 61,589
“I'otal Governmental Activity Debt § 19,893,112 % - §  (419,192) § 19478920 § 446,589
Business-Type Activity Long Term Debt
Bonds Payable )

1980 Sewer Revenue Bond $ 364,006 § - 8§ (25,000) % 339060 S 25,000

1981 Waler Revenue Bond 405,000 - (25,000) 380,000 25,008
Loans Payable

Water System Improvement Loan 2,088,000 . (47,000} 2,041,000 49,080

Sewer Plant Loan - 33,821,272 12,629,812 - 46,451,084 2,322,554
I.cases Payable

Energy Retrofit Caplial Lease 1,262,944 - (67,786) 1,195,158 635,465

Hydrojetter Capital Lease §24,205 - (28,821) 95,384 30,260
Tatel Business-Type Activity Debt $ 38065421 § 12629812 & (193,607) § 50,501,626 $ 2,517,279
Zompensated Absences

Government Activities 3 496285 § 15324 § - % 511,609

" Business-Type Activitics § 143810 § - S (615§ 137,704
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 7 — Long-Term Debt (Continued)

1998 Tax Allocation Refunding Bond — In 1998 the Agency issued $8,000,000 of Tax Allecation
Refunding Bonds secured by Agency tax revenue. Interest on the honds is payable semi-annually on
June | and December 1 of each year, with interest rates ranging from 3.8% to 5.35% with annual
principal payments on December 1 of each year through 2029. The outstanding principal balance as of
June 30, 2010 is $6,3335,000.

2007 Series A & B Tax Allocation Bonds — In 2007 the Agency issued $13,440,000 of Tax Allocation
Bonds secured by Agency tax revenue, Interest on the bonds is payable semi-annually on Jure 1 and
December 1 of each year, with interest rates ranging from 4.9% to 5.5% with annual principal payments
on December | of each year through 2032, The bond proceeds will be used to fund various Agency
projects. The outstanding principal balance as of June 30, 2010 is $12,810,000.

Fire Truck Capital Lease ~ On February 5, 2008, the City entered into a Lease with Option to Purchase
agreement for a fire truck, The lease bears an interest rate of 4.05% and terminates on February 5, 2015.
The outstanding balance of the lease as of June 30, 2010 was $333,920.

1980 Sewer Revenue Bond — The 1980 Sewer Revenue Bonds were issued to provide funds for
improvement of the municipal sewer system comprising a new wastewater treatment plant and outfall
sewer line. The City issued $750,000 of bonds at an interest rate of 5%. The bonds mature in amounts
from $5,000 to $40,000 annually, payable on July 1 of each year through 2020, with interest payable semi-
annuaily, The bonds are secured by and payable solely from the net reventes from sewer service charges
and are not otherwise secured by the taxing power, property, ot credit of the City.

1981 Water Revenue Bond — The 1981 Water Revenue Bonds were issued to provide funds for the
improvement of the municipal water system, comprised of ngw water mains, transmission lines, a pump
station, and a storage tank. The city issued $800,000 of bonds at an interest rate of 5%. The bonds mature
in amounts from $5,000 to $45,000 annually, payable December 1, of each year through 2021, with
interest payable semi-annually. The bonds are secured by and payable solely from the net revenues from
water service charges and are not otherwise sccured by the taxing power, property, or credit of the City,
Unused proceeds of the sale of the bonds are restricted for payment of costs of the improvements specified
abaove,

Note Payable — On May 1, 1994, the City borrowed $2,593,000 for the purpose of paying for water
system lmprovements. Principal amounts from $25,000 to $135,000 are due on May 1 of cach year
through 2034. The notes carry an interest rate of 4.5% with inferest payable semi-annually.

Sewer Plant Loan — In connection with the City’'s construction of a new sewer plant, a loan for
$46,451,084 was obtained from the State of California. Although, the loan is non interest bearing, it does
requite a 16.667% loan fee resulting in an effective interest rate of 1.8%. The loan is to be repaid in
twenty equal annual installments of $2,322,554 begiuning January 1, 201 1. Unamortized loan charges of
$7,742,003 remains fo be amortized over the twenty year life of the loan. -
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 7 — Long-Term Déb‘t.(Coﬁtinued)

Energy Retrofit Capital Lease — On August 13, 2008, the City entered into a Lease with Option to
Purchase agreement for an energy retrofit upgrade at the water plant. The lease beats an interest rate of
6.786% and terminates on February 29, 2024. The outstanding balance of the lease as of June 30, 2010
was $1,195,158.

Hydrojetter Capital Lease — On March 25, 2008, the City entered into a Lease with Option to Purchase
agreement for a hydrojetter. The lease bears an interest rate of 4.99% and terminates on March 25, 2013,
The outstanding balance of the lease as of June 30, 2010 was $95,384.

Compensated Absences — City employees accumulate earned by unused vacation and sick pay benefits
which can be converted to cash at termination of employment, Since no means exist to reasonably estimate
the ammounts that might be liquidated with expendable currently available financial resources, if any, they
are reported as long-term debt on the Statement of Net Assets, No expenditure is reported for these
amounts in the governmental funds statements. However, in the Statement of Activities the expense is
allocated to each function based on usage. The non-current portion of these vested benefits, payable in
accordance with various collective bargaining agreements, at June 30, 2010, totaled $511,609 for
governmental activitiés and $137,704 for business-type activities.

The annual requirement to amortize the principal and interest on all long-term debt at June 30, 2010 were
as follows: :

Governmental Activities _ Business-Type Activities

Years ending June 30, Principal Interest Principal Interest
' 2010 o 3 446,589 § 1,017,290 § 2,517,279 '$§ 183,536
2012 574,084 994,395 2,528,694 174,301
2013 596,679 966,185 2,540,313 164,522
2014 624,379 936,854 2,513,128 154,316
2015 657,189 905,532 2,518,437 145,498
2016-2020 3,435,000 4,024,918 12,762,201 578,576
2021-2025 4,445,000 3,026,811 12,485,802 325,137
2026-2030 5,485,000 1,710,863 12,130,772 185,580
2031-2034 : 3,215,000 356,500 505,000 58,095

$19,478,920 $13,939,348 $50,501,626 $ 1,969,561

Assessment District Debt - During fiscal year 2004, the City acted as an agent for a bond offering within
an assessment district in the City, The City s not obligated in the event of default. Accordingly, the debt is
not reflected in the City’s financial information. The amount of debt outstanding as of June 30, 2010 not
reflected in these statements is $3,685,000 for The Vinyards and $3,860,000 for Diamond Ridge.

28



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 8 ~ Risk Management

The City provided from workers’ compensation and liability coverage through a self-funded joint powers
agency (JPA), the Monterey Bay Area Insurance Authority. JPA accounts are not separately maintained
for each participant.

The Authority covers losses in excess of $10,000 for members of the liability group and carries and carries
excess insurance for losses between $300,000 and $9,500,000. Members of the workers’ compensation
group pay termporary disability claims directly, while the Authority pays for permanent disability cliams,
medical costs, rehabilitation and legal costs,

The City also purchases various property coverage programs. Deductibles and limits per property type can
be obtained from the City Manager or directly from the Authority,

Contingent Liabilities

The City participates in a number of Federal and State assisted grant programs which are subject fo
financial and compliance audits. Audits for these progtams and the respective findings are to be
determined at a future date, and the City expects the amount, if any, of the expenditures which may be
~disallowed by the granting agency to be immaterial,
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2010

Note 9 - City Employees’ Retirement Plan (Defined Benefit Pension Plan)

Plan Description - The City contributes to the California Public Employees' Retirement System (PERS),
an agent multiple-employer public employee defined benefit pension plan. PERS provides retirement and
disability benefits, annual cost-of-living adjustments and death benefits to plan members and
benieficiaries, PERS acts as a common investment and administrative agent for participating public
entities within the State of California. Benefit provisions and all other requirements are established by state
statute and city ordinance. Copies of PERS' annual financial report may be obtained from their Executive
Office - 400 P Street - Sacramento, CA 95814,

Funding Policy — The City pays 7% of annual covered salary for active plan members in the City’s
defined pension plan. The City is requited to contribute the actuarially determined remaining amounts
necessary to fund the benefits for its members. The actuarial methods and assumptions used are those
adopted by the CalPERS Board of Administration. The required employer contribution rate for the fiscal
year ended June 30, 2010 was 7.237% for the miscellaneous plan and 17.258% for the safety plan. The
contribution requirements of plan members is established by State statute and the employer contribution is
established and may be amended by PERS,

Annual Pension Cost - For the year ended June 30, 2010, the City's annual pension cost of $920,479 for
PERS was equal to the City's required and actual contributions. The required contribution was
determined as part of the June 30, 2008, actuarial valuation using the entry age normal actuarial cost
method, The actuarial assumptions included (a) 7.75 percent investment rate of return (net of
administrative expenses), (b) projected annual salaty increases that vary by duration of service and (¢)
3.25 percent per year cost-of-living adjustments. Both (a) and (b} included an inflation component of 3.0
percent. ‘The actuarial value of PERS assets was deterinined using techniques that smooth the effects of
short-term volatility in the market value of invesiments over a three-year period (smoothed market value).
PERS unfunded actuarial accrued liability (or excess assets) is being amortized as a level percentage of
projected payroll on & closed basis. The remaining amortization period at June 30, 2010, was 16 years,

THREE YEAR TREND INFORMATION FOR PERS

Annpual Pension  Percentage of Net Pension
Fiscal Year Cost (APC)  APC Contributed __ Obligation
June 30, 2008 h] 845,787 100% -
CJune 30,2009 % 1,255,254 100% -
June 30, 2010 3 920,479 100% -

A new State law authorized the creation of risk pools by PERS and required mandatory participation of
employers to help reduce large fluctuations in their contribution rates. The City of Soledad is now
required to participate in the risk pool. Under this pooling method, assets and liabilities of the participant
employers are aggregated. As such, individual employer’s retirment data is no longer available,
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 39, 2010

Note 10 — Deficit Net Assets Balance

Net Asset Deficits — The Garbage Fund has a deficit net asset balance as of June 30, 2010 of $1,514,917,
The deficit is expected to'be relieved from future rate increases or transfets from the General Fund,

Note 11 - Prior Period Adjustments

The Agency recorded a prior period adjustment of $5,364,562 to reflect Downpayment Assistance and
Home Rehabilitation Program loans that were not recorded as notes receivable on the Statement of Net
Assets in the prior year,
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CITY OF SOLEDAD
BUDGETARY COMPARISON SCHEDULE

SENERAL FUND
YEAR ENDED JUNE 30, 2010
Yariance with
Tinal Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue
Taxes $ 4,186,624 $ 4,186,624 $ 4,190,344 $ 3,720
Licenses and petmits 127,500 127,500 47,157 (79,743)
Intergovernmental 286,000 286,000 396,557 110,557
Charges for services 193,438 193,438 371,453 178,015
Fines and forfeitures 25,000 25,000 24,350 (650)
Interest 55,000 55,000 59,006 4,066
Rents 85,000 85,000 67,260 (17,740)
Other ‘ 311,694 311,694 215,844 (95,850}
Total revenue 5,270,256 5,270,256 5,372,631 102,375
Expenditures
Current
General government 887,231 887,231 1,079,070 (191,839
Public works 237,653 237,653 135,899 101,754
Community development 254,165 254,165 258,145 (3,980)
Public safety 3,089,813 5,089,813 53,345,360 (255,547}
Community services 375,885 375,885 441,507 (65,622)
Capital outlay : - - - -
Total expenditures 0,844,747 0,844,747 7,259,981 (415,234)

Revenue over (underjexpenditures (1,574,491) (1,574,491}

Other Financing Sources
Transfers in (out) - net 1,574,491 1,574,491

(1,887,350) (312,859)

485,827 (1,088,664)

Net Change in Fund Balance $ - 3 -

Fund Balance
Beginning of year
End of year

(1,401,523) $_(1,401,523)

4,367,591
33,466,068
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE
“OMMUNITY REDEVELOPMENT FUND

YEAR ENDED JUNE 30, 2010
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts {Negative)
Revenue
Property taxes 3 707,745 % 707,745 % 425,002 §  (282,743)
Interest and rent 160,000 160,000 136,356 (23,644)
Other 5,000 5,000 5,873 - 873
Total revenue 872,745 872,745 567,231 (305,514)
Expenditures
Current
Community development 2,104,462 2,104,462 1,009,497 1,094,965
Tax pass-through - - 956,701 (956,701)
Capital outlay 11,354,000 11,354,000 4,419,706 6,934,294
Total expenditures 13,458,462 13,458,462 6,385,504 7,072,558
Revenue aver/{under) Co
expenditures (12,585,717) (12,585,717) (5.818,673) 6,767,044
Other Financing Sources
Tranfers inf(out) (130,000) (130,000} (174,061) (44,061)
Total other financing sources (130,000 {130,000) (174,061) (44,061)
Change in Fund Balance $ (12,715,717 § (12,715,717) 5,992,734y $_ 6,722,983
Fund Bélance
Beginning of year 13,311,773
End of year $ 7,319,039
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE
LOW-MODERATE INCOME HOUSING FUND

YEAR ENDED JUNE 30, 2010
Varlance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts {Negative)
Revenue

Property tax $ 532,000 $ 532,000 § 375,688 %  (156,312)

Interest 60,000 60,000 34,381 (25,619)

Other - - 68,287 68,287

Total ravenue 592,000 592,000 478,356 (113,644)
Expenditures
Current

Community development 765,653 765,653 198,661 566,992
Capital outlay 2,682,000 2,682,000 - 2,682,000
Total expenditures 3,447,653 3,447,653 198,661 3,248,992
- Revenue over/(under) ‘

expenditures ' {2,855,653) (2,855,653) 279,695 3,135,348

_ Other Financing Sources ‘ ' '

Tranfers in/(out) (295,386} (295,386) (300,748) (5,362)
Change in Fund Balance 3 (3,151,039 § (3,151,039 (21,053) $___3;,_L_9,9_g
Fund Balance

Beginning of year 4,350,089

End of year $ 4,329,036
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE
DEVELOPMENT IMPACT FEES FUND

YEAR ENDED JUNE 3¢, 2010
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue
Impact fees $ - % - § 9,475 § 9,475
Interest 93,500 93,500 83,237 (10,263)
Total revenue 93,500 93,500 92,712 (788)
Expenditures
Current :

Community devefopment 410,118 410,118 447,986 (37,868)
Capital outlay : 1,894,834 1,894,834 77,407 1,817,427
Debt Service

Principal . - 59,192 (59,192)

Interest and fiscal charges - - 15,921 {15,921)

Total expenditures 2,304,952 2,304,952 600,506 1,704,446

Revenue over (under)eipenditures (2,211,452  (2,211,452) (507,794) 1,703,658

Other Financing Sources

Transfers in (out) - net (117,297) (117,297 (359,717) - (242,420)
Net Change in Fund Balance $ (2,328,749) $ (2,328,749) (867,511) § 1,461,238
Fund Balance

Beginning of year 6,982,903

End of year $ 6,115,392
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BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS BryanL L. Joltey ¢.RA.
: Ryan P Jolley C.BA,
Darryl L. Smith C.BA,

Travis B, Fvenson

INDEPENDENT AUDITOR’S REPORT ON INTERNAIL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and City Council
City of Soledad, California

We have audited the financial statements of the City of Soledad, as of, and for the year ended June 30, 2010, and
have issucd our report thereon dated January 6, 2011, 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 Comptrollet General of the United States,

Internal Control Over Financial Reporting

- In planning and performing our audit, we considered the City of Soledad’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing our opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis, A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financiat
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal conirol over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses, We did not identify any
deficiencies In internal control over financial reporting that we consider to be material weaknesses, as defined
above. ' '

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Soledad’s financial statements are fiee of
material misstatement, we petformed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
_ determination of financial statement amounts. However, providing an opinion on compliance with those
srovisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
- our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

901 “N" STREET, SUITE 104 FIREBAUGH, CALIFORNIA 93622 PHONE 559.659.3045 FAX 559.635.0615



We nofed certain matters that we reported to management of the City of Soledad in a separate letter dated
January 6, 2011,

This report is intended solely for the information and use of the City Councif, management, federal and state

awarding agencies, and pass-through entities, and is not intended to be, and should not be, used by anyone other
than these specified parties,

January 6, 2011



BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCQUNTANTS Bryant L. Jolley L.
Ryan I Jolley cL1ia,

Darryi L. Smith ¢.eA,

Travis B, Evenson

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS THAT COULD HAVE A DIRECT AND MATERIAL
EFTECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor and City Council -
City of Soledad, California

We have audited the compliance of the City of Soledad (the “City”) with the types of compliance requirciments

described in the U, S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that

could have a direct and material effect on each of its major federal programs for the year ended June 30, 2010.

The City's major federal programs are identified in the summary of auditor’s results section of the

accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,

tegulations, contracts and grants applicable to cach of its major federal programs is the responsibility of the
- City's management, Our responsibility is to express an apinion on the City's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Cireular A-133, Audits of States, Local
Governments, and Non-FProfit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City's compliance with
those requirements and performing such other procedures as we considered necessary in the citcumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the City's compliance with those requirements.

In owr opinion, the City complied, in all material respects, with the compliance requirements referred to above
that could have a direct and material effect o gach of its major federal programs for the year ended June 30,
2010,

Internal Contro] over Compliance

The management of the City is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal progeams. In
planning and performing our audit, we considered the City's internal control over compliance with the
requirements that could have a direct and material effect on a major federal program in to determine the
auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal

" zontrol over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance, Accordingly, we do not express an opinion
on the effectiveness of the City’s internal control over compliance.

a0l “N" STREET, SUITE 104 FIREBAUGH, CALIFORNIA 93622 PHONE 559.659.3045 FAX 550.659.0613



A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis,

A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a

type of compliance requirement of a federal program will not be prevented, or detected and cotrected, on a
timely basis,

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be deficiencies, significant deficiencies, or material weaknesses, We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of the City as of June 30, 2010, and for the year then ended,
and have issued our report thereon dated January 6, 2011, Our audit was petformed for the purpose of
forming an opinion on the basic financial statetnents taken as a whole. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by OMB Circular
A-133 and is not a required patt of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in
all material respects, in relation to the basic financial statements taken as a whole.

.-This report is intended solely for the information and use of the City Council, management and federal

awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

January 6, 2011



CITY OF SOLEDAD

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

Federal Agency or
Federal Grantor/Pass-through CFDA Pass-through Federal
Grantor/Program Title Number Number Expenditures

U.S. Department of Transpottation
Passed through from the California Department of Transportation
American Recovery and Reinvestment Act of 2009 20.205

Total Federal Expenditives

ESPL-5248(006) $ 544,891
$ 544,891

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL FINANCIAL ASSISTANCE

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

" The accompanying schedule of expenditures of federal awards reports expenditures on the modified accrual
. basis of accounting. Accordingly, expenditures represent amounts incurred during the fiscal year which meet

federal grant eligibility requirements,
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CITY OF SOLEDAD

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

A, Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued: Ungqualified

Internal control over financial reporting;

» Material weaknesses identified? M Yes <] No
¢ Significant deficiencies identified that are
not considered to be material weaknesses? [ ]  Yes B None reported
s  Non-compliance material to financial
statements noted? 0 Yes KK Neo
Federal Awards
 Internal control over major programs: _
o Material weaknesses identified? ] Yes > No
* Significant deficiencies identified that are :
not considered to be material weaknesses? [ Yes X None reported
Type of auditor’s report issued on compliance for
major programs: Ungualified
Any audit findings disclosed that are required to
be reported in accordance with Section 510(a) of
Circular A-1337 [0 Yes M} No
Identification of Major Programs
CFDA Number _ Name of Federal Program or Cluster
20205 ‘ ' American Recovery and Reinvestment Act of
2009 (ARRA)
Dollar threshold used to distinguish between
Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? [l Yes Dd No

B,  Findings — Financial Statements Audit
None noted,
C, Findings and Questioned Costs — Major Federal Award Programs Audit

None noted,




CITY OF SOLEDAD

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2010

Summary Schedule of Prior Audit Findings

There were no prior year audit findings,
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