CITY OF SOLEDAD

INDEPENDENT AUDITOR’S REPORT
AND
FINANCIAL STATEMENTS

JUNE 30, 2009



TABLYE. OF CONTENTS

Page
INDEPENDENT AUBITOR’S REPORT : L
FINANCIAL STATEMENTS:
Government-Wide Financial Statements
Statement of Net Assets 2
Statement of Activities and Changes in Net Assets 3
Ifund Financial Statements
Balance Sheet - Governmental Funds 4
Reconciliation of Total Governmental Fund Balance to
Net Asscts of Governmental Activities 5
Statement of Revenue, Expenditures and Changes in
Fund Balance - Governmental Funds 6
Reconciliation of Statement of Revenue, Expenditures
and Changes in Fund Balance of Governmental Funds
to the Statement of Activities and Changes in Net Assets 7
Statement of Net Assets - Proprietary Funds 8
Statement of Revenue, Expenses and Changes in Fund Net
Assets - Proprietary Funds 9
Statement of Cash Flows - Proprietary Funds 10
Statement of Fiduciary Assets and Liabilities « Agency Funds 11

Notes to Financial Statements 12.30



TABLE OF CONTENTS (Continued)

Required Supplementary Information
Budgetary Comparison Schedule — General Fund
Budgetary Comparison Schedule — Community Redevelopment Fund
Budgetary Comparison Schedule — Low-Moderate Housing Fund
Budgetary Comparison Schedule — Housing Assistance Fund
Budgetary Comparison Schedule ~ Development Impact Fees Fund
Supplemental Only Information
Combining Balance Sheet — Nonmajor Governmental Funds

Combining Statement of Revenue, Bxpenditures and
Changes in Fund Balance — Nonmajor Governmental Funds

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

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLLE TO EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

SCHEDULE OF EXPENDITURES OF FEDERAL FINANCIAL ASSISTANCE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

E
=
(4]

31
32
33
34
35

36-37

38-39

40-41

4243
44
45
46



BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS Bryant L Jolley rupa,
Ryan Jolley c.itn

Darrdd Soiith Gra.

'I'vavis Evenson

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Ci iy Counil
~ City of Soledad, California

We have audited the accompanying financial statements of the governmental activitics, the business-type activities, each
major find, and the aggregate remaining fund information of the City of Soledad, California, (the City} as of and for the
year ended June 30, 2009, which collectively comprise the City’s basic financial statements as listed In the table of
contents. These financial statements are the responsibility of the Clty’s management. Our responsibility is to express an
apinion on these financial statements based on our audit,

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, Issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtaln reasonable assurance sbout whether
the financlal statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, An audit also includes assessing the accounting principlos used and
significant estimates made by management, as well as evaluating the overall financlal statement presentation, We believe
that our audit provides a reasonable basis for our opinions,

In our opinion, the finandial 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, 2009, 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 Government Auditing Standards, we have also jssued our report dated December 16, 2009 on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulalions, contracts, and grant agreements and other matters. The purpose of that report Is to deseribe
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 an the intemal controf over financial reporting or on compliance, That report is an integral part of an
sudit performed in accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

The City has not presented the Management Discussion and Analysis that accounting principles generally accepted in the
United States have determined is necessary {o supplement, although not required to be part of, the financial statemenis. The
Budgetary Comparison Information on pages 31 through 35 is not a required part of the basic financial statentents, 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 inquirles of management regarding the methods of
measurement and presentation of the required supplententary information, However, we did not audit the information and
express ne opinion on it, :

Our audit was conducted for the purposs of forming opinions on the financlal statements that collectively comprise the City
of Soledad’s basic financial statements. The supplemental information listed in the Table of Contents is presented for
purposes of additional analysis and are not a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysls as required by U.8. Office of Management
and Budget Cireular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part
of the basic financial statements. This information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated in all materlal respects in velation to the basic financlal
statemnents taken as a wholg '
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CITY OF SOLEDAD

STATEMENT OF NET ASSETS
JUNE, 30, 2009
Governmental  Business-Type
Activities Actlvities Total
ASSETS

Cash and investments

$ 30,981,132 § (4,358,337) $§ 26,622,795

Restricted cash and investments
Accounts receivable, net
Due¢ from other govermnents
Interest receivable
Notes receivable
Internal balances
Land held for resale
Deferred charges - Bond issuance costs, net
Capital assets, net of allowance

for depreciation

Total assets

LIABILITIES ' - :
Accounts payable and accrued expense
Accrued interest payable
Deposits payable
Long-term liabilities

Due within one year

Due in more than one year

Compensated absences
Taotal ligbilities

NET ASSETS S
Invested in capital assets, net of
related debt
Restricted for debt service
Restricted for specific projects and programs
Unreserved and unrestricted/(deficit)
Total net assets/{deficit)

1,567,536 198,133 1,765,669
450,042 917,365 1,367,407
249,890 4,744,242 4,994,132

61,322 4,648 65,970

3,840,883 - 3,840,883
308,138 (308,138) -
180,000 - 180,000
756,197 5,636,991 6,393,188

31,707,039 60,447,345 92,154,384
70,102,179 67,282,249 137,384,428
798,140 2,743,744 3,541,884
85,896 40,113 126,009
81,803 64,356 146,159
419,192 188,278 607,470
19,478,920 37,877,143 57,356,063
496,285 143,819 640,104
21,360,236 41,057,453 62,417,689
11,808,927 22,381,924 34,190,851
1,567,536 198,133 1,765,669
15,307,022 - 15,307,022
20,058,458 3,644,739 23,703,197

48,741,943 § 26,224,796 $§ 74,966,739

See accompanying notes,
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CITY OF SOLEDAD

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS

OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2009

Total governmental fund balance

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

Governmental long-term liabilities are not due and payable in the current
period and, therefore, are not reported in the funds

Compensated absences are not due and payable in the current
period and therefore are not reported in the funds

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

Internal service funds are 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,

Certain revenues in Governmental Funds are deferred because they are
not collected within the prescribed time period after fiscal year end.
Those revenues are recognized on the accrual basis in Governmental
Activities '

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 issnance costs must be included as a
deferred charge in the Government-Wide Financial Statements

Net assets of governmental activities

$ 32,082,214

31,707,039

(19,898,112)

(496,285)

(85,896)

835,903

3,840,883

756,197
348741543

See accompanying noies.
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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, 2009

Net change in fund balance - total governmental funds $ 118,179

Amounts reported for governmental activities in the Statement of Activities
ate 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 (964,755}

Somo expenses or revenues in the Statement of Activities that do not require
or provide current financial resources are not reported in the funds. This is
the net change in deferred revenue for the current period 1,620,001

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 Punds (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 - 110,690

Loss on disposal of cépifal assels is reported in the Statement of Activities, but
they do not require the use of current financial resources, Therefore, capital
asset loss is not required as expenditures in Governmental Funds (20,339)

Repayment of long-term debt is an expenditure in governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets 615,888

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 activities of intetnal service funds is reported with
governmental activitles , (64,688)

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 (93,452)
Int the Statement of Activities interest is accrued on long-term debt, whereas,
in governmental funds interest expenditure is reported when due 1,429
Change in net agsets of governmental activities $  1,288434

See accompanying notes,






‘sapou Suplupduoson 235

&
IZF'LTEL § 9BLPZTIZ § (USE9) § (p£595) 3 TS $-(Ie1°295'T) § SEC'0LTLT § 180°TLSOL § (ryapystasse 190 fEe L
£P9918 GELFYO'E (LEED) (08¥F'1£2) FAZ Al (151°29¢°1) 0T¢s1'E O0PRT E {(mogap)/papinsoanry
- £51°36!1 - - - - - £E1°861 2VTAIDS IO JOJ PATOLLISTY
BLLOLY PTE'IRETT - HILI - - EECLIT'SE SY6°680°L 1Gop PIE]SS JO 30U “spasse [eides o) pajsoaug
SLASSY LAN
27T 0L 165°S9T ¢y 0807ZC CoT°I1 BLOETT ETESKT L £0£°608°9¢ TrYYe0Y SOTIEIE] (201
09Z°61 Z96'0T0°8¢ £19°01 SEVL 6Z5°5T 5SZT6 SLESOEFE TLLTEOOE SmIIGRI] TESLNIUCE [0 L,
05761 618°€hT £19°01 SEPL 625°sT SST'S 669°6F SBT1Y $30U2sqE parEswadmo))
- ErILL8LE - - - - 955°652'rE L3Y1ZE 1g9p uu-Buo
SIIY T JOILIND-TO N
89601 6T PIT Y Lob'11 LTL'E 6vS°L3  390°95TI 876 £0ST 0.8°10% SINIIQRI] 1UaLIND (0]
- SLT'831 - - - - 128°¢S LSFPEL 1q9p M21-Fuo] Jo vopiod oL
- 9SEH9 008°s - 06+*9 0zTE'81 Q0£T1 o 1T susadag
- 8£1°80T'1 - - - 8€E°80ZT - - SpURy 1RO 01 N
- €Iy - - - - 0SL°s £9£70€ ISS1AUL PANIIY
896°01 $ RLSPZT 8 L99S § LTLE $ 6508 g 019 § LLOSTHT § POSCIZ $ sosuadie paniose pue sjqeied snoosy
sagigel 310
STLIILAVIT
SYILSTT § L8E°06K'F9 § E£TL'GI g (699°cH) £ 009°sTI $ (879'iTe) § REYGLOPS § €ZL9LIPE $ SI2SSE [2I0],
BLLO1Y SPE LY 09 - OF9HLI - - . 5. 01g°9TH6¥ 638°5F3 01 goie1oadap 10y 59UEMOTE JO 13U
o b X qustadinbe pue wepd *AusdoL]
- 166'9E9°¢ - - - - 166°9€9°S - 300 51802 20TRASSE Uy - soTxed pansgeg
SIISFE JUIZLOI-UON]
1.8°9+3 150°90V°C tZLCI (51€°0zT) 009 €T (82812S) {£95"€86) $£3°06L°E S195SR JUDLMD [EI0L
- 000°005 - - - - - 000°006 SpUnNg 3110 CIaf 9N
£69°1 9t - - - “ - 2H9Y $[qEA18001 5019307
- £09°199°5 12688 7L 189°191 615°€02 SPOTLSY £16°69¢ D]GRAISD2I SHINOIDY
- £ET°861 - - - - - £€1°361 SIUMSIATL PUL (S22 PRINSTY
gLIsye § (Leefgee’yy § (8toTw) § (z3g0zT)  § (230%¢) $ (Lpe'ced) ¢ (800°958°S) § opIZIET § S1UDUQSIATL PUR 5T
SJISSE JUILINTY
. SLASSY
pUny NAIG span g UORTUES nsugdy CEGTESy VAL w/EqIED) 23435 FEXTITY
[ECITIUE Lreyarzdor gy
SIARIY [meL
TSI UITLIBAD S}
Spun,) ISLIAINTY - SINIAGDIY U4 | -ssauisng
600T 0 ANOC

SANOA AYVIIRIJOUd ~ SLASSY LAN 40 INFIWHLY LS

QvadaTos 7~ ALID



sopou Supliendutoosp 235

1Zv°2221 § 96LYTT9T § (L5E°9) § (pEg'95)  § IS § (ISTZSS 1) 8 SE50LTLI & 180°TLSOL §
67EELE L 076976 ¥ ZTE8S (ZeLTsn) ££8°000°1 STTII €OV 0SLZI 60%°Z87°11
(80675¥1) 98 L6T L (6L9%9) 268°67T {11E€%66) {(9/57825°1) TS (3TL01L)
- {120°065°T) (£Z9°55) - (6r2'cL8) (eszoizn) {6066E1) (e OsD)
(206°5%1) LS6'LERE (zso'6) 268571 (Zor'oT) {¢zi'80¢) 186659 (58Z°095)
9SH'LL 6507659 059 6TLYIZ SrIcl - BE0°08F {905°3S)
- {T18181) - - - - (£69°91) (g1i's91)
oSt Ll $96°LL1 059 - 2p1°61 - 89918 667 1L
- SGTYY - - - - ravail| PEGEE
- 669°079°Y - 6TLH1T - - TI8° 10Ky 6$T°F
(#oe°cot) (zo1°292) (Z0L'6) (1£3°38) (015°¢E) (cz1'%05) £F6'6LI (6LLYOS)
65T I0b 987°0/5°S 729°56T 66001 S99y, 635°081°1 V6 OFE'1 97061
LLEBL 057765 - PEHET - - LSIIT 65V LOE
075961 £Z5'091 L6 +08Y OEPE 018% 018be L¥8TS
0z'esl £36'60%°1 5£5°001 L09°6L bLEST SFE30L £9LPPS 6££°799
6£0°7S 9TIL00E pesel $5Z'0 193°38p TEPLS0°L 615'66t £1.°618
SLLL6T ¥STE08Y 0767582 892°¢1 SSOTIL 99FTLS 7680251 £95°16E1 .
- #99°1 - - - - 05€ PIET
SLLLGT $ 0ZS'108°F 076'53T § 8961 $ SSOLEL $ 99¥°TL8 T $§ THSO0TST G9T96E°T
PUNg RIATIG spuan,y UONEJUES JICL Y ) ISRQIED) VAT IdBqIED FEYTET JILCAN
Jeaseny Lreporrdory
SNIALRYY (LA R
[EYUIVULLIAQLY

$pany sSLGITY - SIATDY 30AL-55ou150g

Jeak Jo pug
- IeaA 30 Sunnndeg
SIsSY BN

S}95SY JaN Ul asueq)
(uQ)yay swaysueL), Sunersd(
SIoIStRY] 23020 (STOL)/StICIUL 190

(asuadxa)/enuaaal Sugesdouon [0,
ssuadxa saaiuy
SO ISIIT]
saay yedo memdopas(
rerssunLAoIsTo]
fasmadxy)/anuassy Suneisdowon

(sso7)ewooul Fuperad

asuadoe Sunelado rejof,
uoneroada
s[eusjem pug ssijddng
[SUUOSIag
SIRIRN PIE SIDIAIDE [RURIRRUI0C)
osuadxy Sunestsdoy

_ owoom Fugersdo |mo,
$99] TONOSUTO)
SSDIAITS J0F SOSIEY))
anuaasy Sugedp

6007 ‘0€ INNF CIANT AVIA
SANNA AYVIIATI4OUd

— SLASSV LAN ANNA NI SEONVHD ANV “ISNIIXE ‘TOINTATT 40 INTWILVIS

AvaaI0S » N ALID



24

‘sagou Surdiwduossp ssg

(£88"SEL) § (S78om) g (S1£1L) § (I5L7L8) $ {(ZTIP2o¥) S (£299%) S (L59%S) sspuanody Junsaadg 49 (posny) popiavag ysely 19N
¥68°Z1 {Lze'on) RO T OI8'8¥ {9¥3°EL) (] 6557671 SSIURARL] PIRINDY pue
IqeARd SJUTTOIIY UI (ISeIII3(T} 25T2I0U|
(szIvis) (967973 - {15602} {e¥+9%) (6£L'crE} 965°9t) SQBAIII3Y SIMOIIY W 2522299 (25w2000])
91E°6L5 - - - - 88z &54°L9¢ uorrozadac
satanse Soyeiado £q (pasn) papraotd gsea jou o1
(5501} swosttt Suneredo N0 O SIUPTRSN Y
(899°¢sL) £ (zoc's) $ (Lse's) £ (o19%g) $ (€T1°908) $ erseLl $ (6LL405) : {ss0[) smoow Sunesedo
SIAGYY FuneI3d()y MOIf SA0L YSTD
FOT0ITY) & (3P9Tw $ (z8g'0zT) § (180°0¢) $ LPESTS) $ (300°953°S)  § ELLO0ZSZ Tead Jo pugy
9LERLSS PST6S (63ETLT) $OL086 GETS SETRLET Teg1ele 3£ Jo Junrdog
gs5eD)
(pgs’eco01) {zog'101} 700°pS {zsto10°D) (Lzs'0ss) (cvezeT’) (855 TIT'D) geeD Ul (3583223() IsEAIAN] 9N
CEI'3ET 059 - BP1°S1 - ELESTT ¥96°96 saLAnoe Junsoaut
£G papracud yses 3N
SET8ET 059 - BPT5T - £LE6TT 9696 PAATSI23 183r33U]
SIPIARSY IARsIARY
{€189T5°L) - (080831} - RETROTE {SEES0VL) (eesTvT 1} samAnse Sujowemy pate[as pure [@mides
€ pasn) Aq papracd yses Jap
(61681} - = - - (651D OATH] 1q=p uest-2uc( uo pred rsaroy
(156°9£9°s) - - - - (166%9E5°5) - 1509 SVUENSS] PALIYIP IO SJUATF
655 S6E°SE - - - 213071 LLFP68ES ¥P6T6T 1RU 3q3p Waal-Fuof wo {pted) paarsoa edionug
{581°960"LEY - (asu'sgD) - - (6z1°5€9°5€) ©6'TLTV mswdinbs pae 1weyd “Ansdord jo sseydmg
SMWLARIY SUTEUY PNEPY puE [BudED
GBI T10'T) (IZ9°55) L6EEIE (6F3ELE) (E5T0LTT) FEve (oTETID) sanrayae Swouveuy rendesuoy
{ur pasm} &g papraoed yseo 1N
(12079252} (L2955} - (GrTELS) {(£8T0LTT) [6UFL (sr'0s1} SPUIY SOIC MO0} SIdzsuRT),
0Tvr - - - - Faralils ¥56°EE s1adofaasp wory sjswded
965"L1E - LEEEIE - - - 851'% SIOSWNLEACT o wo SJuemieg
SMARDY [BLIgEOLY [FRABI-u0y]
(£85°5EL} (52891} (S (tsi°ts) (Z17r 8oy (€zor9c} (L89°P5) sananae Junessde
(e pasn) Aq popraod ysea 190
(ETP 051} (TTL'6) (v} (0cv's) (015} {015%9) {+8Ts) ssonddes oy Jwswing
(0L9°66L°1) {L0T°091) {€L5'sL) (164050 (o301} {6Lrzes) (org'ee9) seako[dws o uswieg
(1% 110°e) (8zT69€1) {9079} (E10°9%+) {s1L'ep1') (¥08°265) (Lre039) SANMR PO SI01AIS [EMGIENUEOD 0] STUSIIAR]
£TECELY  § CEESST $ 89TSE § E8U'THS § ET8'L8L $OOLPSLIT 5 LpTESE $135TL PUR 19001500 woty S1deasay
saAnaY 3unesady
spun Juonrjiucg AEABLY, IZEQIFS Vi FTELT) 424408 [EFTyTY
adi g -ssomisng
10},
SpUDY ISIAIN 0 - SONIADY IAAL-SSImEng
600Z *0€ ANNS CEANT AVIAX

SENNA AAV.LARIOE - MOLL HSVD A0 INTWALVIS

avaa1os " ALD



CITY OF SOLEDAD

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES - AGENCY FUNDS

JUNE 30, 2009
The Vineyards  Diamond Ridge
Assessment Assessmeni
District District Total
ASSETS
Cash and investments $ 343,949 §$ 425,317 769,266
Cash and investments with fiscal agent - 379,679 379,679
Interest receivable 722 894 1,616
Special assessment receivable 3,440,329 3,124,110 6,564,439
‘Total assets 3,785,000 3,930,000 7,715,000
LIABILITIES
Due to bondholders 3,785,000 3,930,000 7,715,000
Total liabilities $ 3,785,000 $ 3,930,000 7,715,000

See accompaitying notes
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YUEAR ENDED JUNE 30, 2009

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
sefting 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 & city
council of five members, under the general laws of the State of California. The City operates under a
Councii-Manager form of governinent and provides the following services: general government, public
safety, public works, facilities/transportation, culture and leisure, and public utilities.

Included in this report Is the Soledad Redevelopment Agency (the Agency). The Agency was established
to administer the City's redevelopment activities 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. Cuwrently the Apgency/City legislative meetings are held
concutrently. The annual financial statements for the Agency for the fiscal year ended June 30, 2009 can
be obtained through the City’s Finance Depatiment,

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 is reported as if it were part of
the primary government hecause its sole purpose is to finance and construct the City’s public facilities.

Basis of Presentation ~ Fund Accounnting

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
nonfiduciary activities of the primary government and its component units. Eliminations have been made
to minimize the double counting of internal activities, These statements distinguish between the
governmental and business-type activities of the City, Governmental activities, which normally are
supported by faxes and inter-governmental revenues, are reported scparately from business-type
activities, which rely significantly on fees charged to extemal patties.
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CITY OF SOLEDAD

NOTES TO FINANCTAL STATEMENTS
YEAR ENDED JUNE 30, 2009

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 conttibutions that are
restricted to meeting the operational or capital requirements of a particular program. Revenues that ate not
classified as program revenues, including all taxes, are presented as general revenues.

Net assets are restricted when constraints placed on them are cither externally imposed or are imposed by
constitutional provisions or enabling 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.

Govérnmental Fund Financial Statements - The Governmental Fund Financial Statements provide
information about the City’s funds, including fiduciary funds and the blended component unit. Separate
statements 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,

Proprietary 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-opetating revenues, such as subsidies and investment
earnings, result from non-exchange transactions or ancillary activities.

The City reporis the following major governmental funds:

General Fund — The General Fund is the general operating fund of the City. It is used for all financial
resources except those required Iega!iy, or by sound financial management to be accounted for in another
fund, Generally, the General Fund is used to account for those traditional govermnental 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 soutce used for the planning, administration and operations of the Redevelopment Agency of
the City of Soledad.

Low-Moderate Housing — The Redevelopment Agency Low-Moderate Housing Fund was established to
account for property tax atlocations set aside for the purpose of increasing or improving the City's supply
of low and moderate housing,

Housing Assistance — This fund accounts for the HOME Investment Parinership Program grant funds.

Development Impact Fees — This fund accounts for mitigation fees received from new construction which
are o be used according to the City’s approved Master Facilities Plan,
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

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

Internal Service Fund — The Internal Service Fund accounts for fleet management provided fo 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 liabilitles are incurred, regardless of when the related cash flows
take place. WNonexchange transactions, in which the City gives (or receives) 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, entiflements and donations are recognized In the fiscal year in which all eligible
requirements have been satisfied,

Governmental Funds ave reported using the cutrent financial resources measurement focus and the
modified accrual basis of accounting. Under this method, revenues are recognized when measurable and
available. Propetty and sales taxes, interest, certain state and federal grants and charges for services are
accrued when their receipt occurs 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 due. General capital asset acquisitions
are reported as expenditures in governmental funds, Proceeds of general Iong-term debt and capital leases
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 its codification of the
existing Govermnmental Accounting and Financial Reporting Standatds 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 4 Proprietary Fund’s principal ongoing operations. Revenues and expenses not meeting
this definition are reported as non-operating,
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR IENDED JUNE 30, 2009

Note 1 — Swummary of Significant Accounting 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
purposes 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 available 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 authotized by the California Government Code
such as, United States Treasury securities, agencies guaranteed by the United States Govemment,
registered state warrants, and other investments. Investments primarily consist of deposits in the State of
California Local Agency Investment Fund and certificates of deposit. Investments are stated at fair value.

Accounts Receivable — Billed, but unpalid, services provided to individuals or non-governmental entities

_are recorded as accounts receivable, The Proprietary Funds include a year end accrual for services through
the end of the fiscal year which have not yet been billed. Accounts receivable are reported net 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 installments on November 1 and February 1. They
become delinquent on December 10 and April 10, respectively. 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 rol! are due on
the January 1 lien date and become delinquent if unpaid 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 - Items 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 portions of any long-term
lending/borrowing transactions between funds, This amount will be equally offset by a reserve of fund
balatce which indicates that it does not represent available financial resources and therefore, is not
available for appropriation. The current pottion 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, 2009

Note 1 — Summary of Significant Accounting Policies (Continued)

Capital Assets - Capital outlays ave 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,
sidewalks, 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 capifal 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,

“chanige capacities or extend useful lives are capitatized. Upon sale or retirement of fixed assets, the cost

and related accumulated depreciation are removed from the respective accounts and any resulting gain or
loss is included in the results of operations, -

Major outlays for capital assets and improvements ate 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 equiptent of the primary government, as well as the component units, are depreciated
using the straight line method oveér the following estimated usefu! lives:

Years

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

Compensated 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 ¢ity.

In fiscal year 1986, the City adopted a policy whereby 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 acctual. Staff with less than thitty days accrued are not eligible to participate in the
vacation buy back program.
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 1 — Summary of Significant Accounting Policies (Continued)

Sick leave may be accumulated to a maximum of ninety daysg; 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 Obligations - 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 activities 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 bond premium or discount. Bond issuance costs
ate 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 curvent petiod. The face amount of debt issued is repotied as other
financing sources. - Premiums received on debt issuances ate reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld
from the actual debt proceeds received, are 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 info 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, construction 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 resirictions imposed
by law through constitutional provisions or enabling legislation.

»  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 Sfates of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and

expendituresfexpenses during the reporting perlod. Actual results could differ from those estimates,
' 17



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 34, 2009

Note 2 — Stewardship, Compliance and Accountability

California law authorizes the City to invest in obligations of the United States Treasury, agencies and
insteumentalities, certificates of deposit or time deposits in banks and savings and loan associations which
are insured by the Federal 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 Ametica. Annual appropriated budgets
are adopted for the General Fund, specific Special Revenue Funds, and specific Capital Projects Funds,
Budget plans arc 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, subtract from, or
change appropriations within the revenues and reserves estimated as available. Expenditures may not
legally exceed 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, ' T

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. Intetest income earned on pooled cash is allocated to
the various funds on average cash balances. Interest income from cash investments held with fiscat
agents is credited directly to the related funds,

Cash and investments as of June 30, 2009 are classified in the accompanying financial statements as
follows:

Statement of Net Assets:
Cash and Investments $ 26,622,795
Restricted Cash and Investments [,765,669
Fidueiary Funds: '
Cash and Investments 769,266
Cash and Tnvestments with Fiscal Agent 379,679
Total Cash and Investments $ 29,537,409
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 3 — Cash and Investments (Continued)

Cash and investments as of June 30, 2009 consist of the following:

Cash on hand ' $ 600
Deposits with Financial Institutions 7,468,212
Local Agency Investment Fund 17,984,822
Held by Fiscal Agent:

Money Market Mutual Funds 4,083,775
Total Cash and Investments $ 29,537,409

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

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.

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

Local Agency Bonds ' ' 5 years None None
11.S. Treasury Obligations 5 years None None
U.S. 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 Agreements 92 days 20% None
Medium-Term Notes 5 yeats 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 Tnvestment Funds 1 year 20% None
Local Agency Investment Fund (LAIF) N/A None Nong
JPA Pools (othet investment pools) . N/A None None
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 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 risk, and concentration of credit risk.

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

U.S. Treasury Obligations ‘ None None None
1.8, Agency Securities None None None
Banker's Acceptances 180 days None None
Commercial Paper 270 days None None
Money Market Mutual Funds N/A None None
. Investment Contracts ..." None None None
Certificates of Deposits | 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

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

Disclosures Relating to Credit Risk

Generally, eredit 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 tating by a nationally recognized statistical rating
otganization. The City’s investments in the investment pools are unrated,

Concentration 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
issuet that represent 5% or more of total City investments.
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

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

Custodial oredit 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

securlties 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 institution securc 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 agencies, California law also allows financial
institutions to secure City deposits by pledging first trust deed morigage 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 risk does not apply to a local government’s indirect invesiment
in securities through the use of mutual funds or government investment pools (such as LAIF),

Investment in State Investment Pool

The City is a voluntary participant in the Local Agency Invesiment 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 investment in this poo! 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 cost 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,

21



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 4 — Notes Receivables
Notes receivable and deferred loans consisted of the following at June 30, 2009:

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 entered into an agecement with Orchard Gabilan Associates, L.P. to loan such funds for the
construction of Gabilan Family Apartments, Payments of principal and interest on the HOME loan ate to
be deferred until the earlier 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 years from the date of the note. The note bears 4,46% interest and the face amount of the
note at June 30, 2009 was $1,600,000.

Soledad Local Development Corporation #2 — The Community Development Block Grant (CDBG)
program approved $180,000 of grant funds to be made available for local development in the City. The
City entered into an agreement with the SLDC to loan such funds on a reimbursement basis for loans made
to local developers by SLDC with the approval of the City. The note bears 0% interest and the face
amount of the note at June 30, 2009 was $180,000,

Revolving Loan Program — Long-term loans receivable of $1,940,883 represent monies loaned to
homebuyers and small business owners in connection with a home ownership and business assistance
programs. The loans are secured by real property with repayment due upon the sale of real property.
According to the homeowner assistance plan, the property can only be sold to qualified applicants, At the
time of sale, the seller pays the loan balance in full plus interest, ranging from 0% to 4%.
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 5 — Interfund Transfers and Advances

In general, the City uses interfund transfers to (1) move revenues from the funds that collect them to the
funds’ that statute 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 actlvity has been eliminated from
the government-wide financial statements,

Transfers In Transfors Out

Major Governmental Funds:

General Fund $ 2,950,234 % -
Community Redvelopment Fund - (184,628)
Housing Assistance Fund - (95,000}

Propriefary Funds:

" Water Fund - (150,443)
Sewer Fund - (139,909)
Garbage Fund - (1,270,253)
JPA Garbage Fund - (973,849)
Sanitation Fund - (55,627)

Nonmajor Governmental Funds;

Maintenance Districts Fund - 4,771)
Gas Tax Fund - (75,754)

$ 2,950,234 § (2,950,234)

Long-Term Interfund Advance — In 1989, the Redevelopment Agency of the City of Soledad borrowed
$100,000 from the Sewer Fund. The loan criteria carries a 6% annual simple interest rate. At June 30, 2009,
the Community Redevelopment Fund owed the Sewer Fund $214,000 consisting of $100,000 in original
principal plus $114,000 in matured interest payable. The Agency repaid the loan duting the fiscal year ended
June 30, 2009,
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2009

Note 6 — Capital Assets — Capital asset activities for the year ended June 30, 2009 were as follows:

Governmental Activities

Capiial assets, not 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 Activities

Capital 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 deprecinted

Less: accurnulated depreciation

Total capital assets, being depreciated, net

Business-type activities capital assets, net

Balance Balance
July 1, 2008 Additions Refirements  June 30, 2009
$ 2,125,288 3 -~ $ - § 2,125,288
2,125,288 - - 2,125,288
6,421,570 242,205 - 6,663,775
30,686,154 - - 30,686,154
3,270,557 638,491 (137,537) 3,771,511
40,378,281 880,696 (137,537 41,121,440
(1,808,622) (161,327 - (1,969,949)
(6,133,284) (616,489) - (6,749,773)
(2,750,226) ( 1_86,939) 117,198 (2,819,967
(10,692,132) (964,755) 117,198 {11,539,689)
29,686,149 {84,059) (20,339 29,581,751
$ 31,811,437 § {84,059 $ (20,339) § 11,707,039
$ 2485154 % 24842 3 - § 2,509,996
3,232,376 37,865,348 - 41,097,724
5,717,530 37,890,190 - 43,607,720
3,038,807 1,248,134 - 5,186,941
16,725,175 - - 16,725,175
1,397,716 346,041 - 1,743,757
22,061,698 1,594,175 - 23,655,873
(6,223,498) (592,750) - {6,816,248)
15,838,200 1,001,425 - 16,839,625

$ 21,555,730 $ 38,891,615 §

$ 60,447,345
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CITY OF SOLEDAD

NOTES TO FINANCIAY, STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 6 — Capital Assets (Continued)

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

Governmental Functions;

General Governiment $ 74,166
Public Works 60,964
Community Development 616,489
Public Safety 109,852
Community Services 103,284
$ 964,755

Business-Type Funciions:
Water ' 3 367,459
Sewer 211,857
Transit 13,434
_ . $ 592,750

_ Note 7 - Long-Term Debt

Balance Balance Current
July 1, 2008 Additions Retirements  June 30, 2009 Portion

Governments) Actlvity Long Term Debt

Bonds Payable
1998 Tax Allocation Bonds $ 6,700,000 3% - § (180,000) $ 6,520,000 $ 185,000
2007 Serles A & B Tax Allocation Bonds 13,150,000 - (165,000) 12,985,000 175,000
Lease Payable
Pire Truck Capital Lense . 450,000 (56,883) 393,112 59,192
Tatal Governmental Activity Debt 5 19,850,000 § 450,000 § (401,888) § 19,898,112 § 419,192
Business-Type Actlvity Long Term Debt
" Bonds Payable
1980 Sewer Revenue Bond % 415,000 § : - 3 (51,000) $ 364,000 § 25,000
1981 Water Revenue Bond 430,000 - (25,600) 405,000 25,000
Loans Payable
Whater System Improvement Loan 2,133,000 - {45,000) 2,088,000 47,000
Sewer Plant Loan - 33,821,272 - 33,821,272 -
"Leases Payable
Energy Retroflt Capital Lease - 1,278,139 (15,195) 1,262,944 62,457
Hydroletter Capilal Lease - 151,657 (27,452) 124,205 28,821
Tolal Business-Type Actlvity Debt § 2973000 § 35251068 § (163,647) § 33065421 § 188,278

Compensated Absences
Govemment Activities 402,831 § 03452 $ - 8 496,285

Business-Type Activities § 134271 § 9,548 $ - § 143819

&
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CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2609

Nete 7 — Long-Term Debt (Continued)

1998 Tax Allocation Refunding Bond — In 1998 the Agency issued $8,000,000 of Tax Allocation
Refunding Bonds scoured by Agency tax revenue. Interest on the bonds s payable semi-annually on
June 1 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, 2009 is $6,520,000.

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 June 1 and
December 1 of each year, with interest rates ranging from 4.9% to 5.5% with annual principal payments
on December 1 of each year through 2032. The bond proceeds will be used to fund various Agency
projects. The outstanding principal balance as of June 30, 2009 is $12,985,000.

Fire Truek Capital Lease — On February 5, 2008, the City entered into a Lease with Option to Purchase
agreement for 4 fite 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, 2009 was $393,112.

1980 Sewer Revenue Bond — The 1980 Sewer Revenue Bonds were issued to provide funds for
improvement of the municipal sewer systom 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-
“annually: The bonds are'sceured by and payable solely from the net revenues from sewer service charges
and are.not otherwise secured by the taxing power, propetty, or 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 new 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 avnually, 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 secured by the taxing power, property, or eredit of the City.
Unused proceeds of the sale of the bonds are restricted for payment of costs of the improvements specified
above.

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

Sewer Plant Loan — In connection with the City’s construction of a new sewer plant, a loan for up to
$52,123,561 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%, At year end, $33,821,272 had
been borrowed along with the payment of $5,636,991 in loan charges. The City anticipates project
completion in February 2010 with a final loan balance between $40,000,000 and $45,000,000. The first of
twenty equal annual principal payments will be due one year from completion,
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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 7 — Long-Term Debt (Continued)

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 bears an interest rate of
6.786% and terminates on Februar}r 29, 2024 The outstanding balance of the lease as of June 30; 2009
was §1, 262 944,

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, 2009 was $124,205.

Compensated Absences — City employees accumulate camed 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 amounts 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-cutrent portion of these vested benefits, payable in
accordance with various collective bargaining agreements, at June 30, 2009, totaled $496,285 for
governmental actlvmes and $143,819 for business-type activities,

’I‘he annual requ;rement to amortize the principal and interest on all long-term debt at June 30, 2009 were
as follows:

Governmental Activities  Business-Type Activities

Years ending June 30, Principal Interest Principal Interest
2010 $ 419,192 §$ 1,038,853 § 188278 § 192,361
2011 446,589 1,017,290 1,885,553 183,536
2012 574,084 994,395 1,896,957 174,301
2013 596,679 966,185 1,908,566 164,522
2014 624,379 936,854 1,881,368 154,316
2015-2019 3,332,189 4,197,233 9,549,326 629,792
2020-2024 4,220,000 3,248,908 9,494,993 369,289
2025-2029 5,510,000 1,994,671 8,951,318 207,900
2030-2034 4,175,000 583,812 2,309,062 85,905

$19,898,112- $14,978,201 * $38,065,421 * $ 2,161,922

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 is not obligated in the event of default, Accordingly, the debt is
not reflected in the City’s financial information. The amount of debt ouistanding as of June 30, 2005 not
reflected in these statements is $3,785,000 for The Vinyards and $3,930,000 for Diamond Ridge.

27



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 8 - Risk Management

The City provided from workers’ compensation and liability coverage through a self-funded joint powers
agency (IPA), the Monterey Bay Area Insurance Authority. JPA accounts are not sepatately 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 clams,
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 to

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,

28



CITY OF SOLEDAD

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 9 — City Employces’ Retirement Plan (Defined Benefit Pension Plan)

Plan Description - The City contributes fo 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
beneficiaries. 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 required 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, 2009 was 7.599% for the miscellaneous plan and 16.468% for the safety plan. The
contribution requirements of plan membets 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, 2009, the City's annual pension cost of $1,255,254 for
- PERS was equal to the City's required and actual contributions. The required contribution was
determined as part of the June 30, 2007, actuarial valuation using the entry age norrmal actuarial cost
method. The actuarial assumptions included (a) 7.75 percent investment rate of return (net of
administrative expenses), (b) projected annual salary increases that vary by duration of service and (c)
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 determined using techniques that smooth the effects of
short-term volatility in the market value of investments over a three-year period (smoothed matket valug),
PERS unfunded actuarial accrued Hability (ot excess assets) is being amortized as a Jevel percentage of
projected payroll on a closed basis. The remaining amortization period at June 30, 2009, was 16 years.

THREE YEAR TREND INFORMATION FOR PERS

Annual Pension  Percentage of Net Pension

Fiscal Year Cost (APO) APC Contributed QObligation
June 30, 2007 3 494,482 100% -
June 30, 2008 $ 845,787 100% -
June 30, 2009 $ 1,255,254 100% “

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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NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

Note 1¢ — Deficit Net Assets Balance

Net Asset Deficits — The Garbage, Transit and Sanitation Funds have deficit net asset balances as of June
30, 2009 of $1,567,151, $56,834 and $6,357, respectively. These deficits are expected to be relieved from
future rate increases or transfers from the General Fund.

Note 11 ~ Prior Period Adjustments

The following adjustments were made to restate prior year fund balances:

General Fund
To record reduction in funds owed to another municipality

relating to prior year pass-through agreements $ 63,468
Record funds owed to County for pricr period dispatch services (256,309
Total Governmental Funds (193,341)

Statement of Activities and Changes in Net Assets
. Torecord increase in captital asséts related to prior year park

*development expenditures - 163,851
Total Statement of Activities and Changes in Net Assets $ (29,490)
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CITY OF SOLEDAD
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND
YEAR ENDED JUNE 30, 2009
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounfs {Negative)
Revenue
Taxes $ 4351301 $ 4,526,644 $§ 4,324,128 $  (202,516)
Licenses and petmits 210,855 62,690 163,090 160,400
Intergovernmental 463,975 303,903 448,252 144,349
Charges for services 904,360 260,967 780,346 519,379
Fines and forfeitures 50,000 33,069 35,979 2,910
Interest 455,000 69,686 69,515 (171)
Rents 87,882 66,789 92,846 26,057
Other 565,795 141,558 230,374 88,816
Total revenue . - 7,089,168 5,465,306 6,144,530 679,224
‘Expenditures
Current
General government 1,324,920 1,469,985 1,533,072 (63,087
Public works 305,493 241,132 237,999 3,133
Community development 1,046,617 735,702 1,220,659 (484,957)
Public safety 5,656,039 5,314,615 5,081,935 232,680
Community services 633,600 606,630 679,617 - (72,987)
Capital outlay - - 69,279 (69,279)
Total expenditures 8,966,669 8,368,064 8,822,561 (454,497)
Revenue over (under)expenditures (1,877,501) (2,902,758) {2,678,031) 224,727
Other Finaneing Sources
Transfets in (out) - net 897,624 2,895,983 2,950,234 (45,749)
Net Change in Fund Balance § (979877 § 93,225 272,203 $ 178,978
Fund Balance
Beginning of year 4,788,729
Prior petiod adjustment ' (193,34D
End of year ‘ § 4,867,591
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE
COMMUNITY REDEVELOPMENT FUND

YEAR ENDED JUNE. 30, 2009
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue _ _
Property taxes $ 1,823,598 $ 1,823,598 $ 1,805841 $ (17,757)
Interest 180,000 180,000 302,745 122,745
Other - - 12,469 12,469
Total revenue 2,003,598 2,003,598 2,121,055 117,457
Expenditures
Current
Community development 873,270 873,270 845,610 27,660
Debt Service
Principal 282,000 282,000 312,000 (30,000
Interest and fiscal charges 832,255 832,255 901,674 (69,419)
Total expenditures 1,987,525 1,987,525 2,059,284 (71,759)
. Revenue over/(under) - - :
expenditures 16,073 16,073 61,771 45,698
Other Financing Sources
Proceeds from debt issuance 195,473 195,473 - (195,473)
Tranfers in/(ouf) {184,628) (184,628) (184,628) -
Total other financing sources 10,845 10,845 (184,62.8) (195,473)
Change in Fund Balance $ 26,918 § 26,918 (122,857) §___ (149,775)
Fund Balance
Beginning of year - 13,434,630
End of year $ 13,311,773
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE
LOW-MODERATE HOUSING FUND

YEAR ENDED JUNE 30, 2009
Varlance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue
Property tax $ 461270 § 461,270 % 451,460 § (9,810}
Tnterest 150,000 150,000 94,392 (55,608)
Other - - 33,709 33,709
Total revenne 6l 1,270 611,270 579,561 (31,709)
Expenditures
Current
Community development 332,607 332,607 289,334 43,073
Debt Service .
Principal = ' 69,000 69,000 33,000 36,000
Interest and fiscal charges . _ 208,064 208,064 136,651 71,413
 Totalexpenditwres 609,671 609,671 459,185 150,486
Revenue over/(undet)
expenditures 1,599 1,599 120,376 118,777
Other Financing Sources
Tranfers inf(out) - - - ' -
Change in Fund Balance $ 1,599 % 1,599 120376 $ 118,777
Fund Balance
Beginning of year 4,229,713
End of year $ 4,350,089
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE

HOUSING ASSISTANCE FUND
YEAR ENDED JUNE 30, 2009
Variance with
Final Budget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue _
Intergovernmental revenues 3 - $ - $ 1,700,000 $ 1,700,000

1

Total revenue - 1,700,000 1,700,000

Expenditures
Current
Community development - - 1,605,000 (1,605,000)
Capital outlay - - - -
Total expenditures - - 1,605,000 (1,605,000)
Revenue over (under) expenditures - - 95,000 95,000

Other Financing Sources/(Uses)

Transfers in/(out) - net - - (95,000 (95,600)
Change in Fund Balance $ - § - - 8 -
Fund Balance

Beginning of year - —
End of year $ -
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CITY OF SOLEDAD

BUDGETARY COMPARISON SCHEDULE
DEVELOPMENT IMPACT FEES FUND

YEAR ENDED JUNE 30, 2009
Varkance with
Final Bodget
Budgeted Amounts Actual Positive/
Original Final Amounts (Negative)
Revenue )
Impact fees $ 2,654,932 § 2,654932 § 19,544 $ (2,635,388)
Intergovernmental - - 136,659 (136,659)
Interest “ - 137,119 137,119
Total revenue 2,654,932 2,654,932 293,322 (2,634,928)
Expenditures
Current
General government 15,000 15,000 5,147 9,853
Public works 405,936 405,936 11,936 394,000
Community development 2,221,313 2,221,313 33,308 2,188,005
Public safety ' 584,000 584,000 134,864 - 449,136
Parks 54,000 54,000 33,685 20,315
Capital outlay 70,000 70,000 41,411 28,589
Debt Service
Principal 60,000 60,000 56,888 3,112
Interest and fiscal charges 39,200 39,200 18,225 20,975
Total expenditures 3,449,449 3,449,449 335,464 3,113,985
Revenue over (under)oxpenditutes (794,517) (794,517) {42,142) 479,057
Other Financing Sources
Transfers in (out) « net - - - "
Net Change in Fund Balance 3 (794517 § (794,517) (42,142) § 479,057
Fund Balance
Beginning of year 7,025,045
End of year £ 6,982,903
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BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTY Bryant L, Joltey ey
Ryun Jolley cea.

Drurryl Smith cra,

Traviz Evenison

INDEPENDENT AUDITOR’S REPORT ON INTERNAL 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, 2009, and
have issued our report thereon dated December 16, 2009. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States,

Internal Confrol Over Financial Reporting

In planning and performing our audit, we considered the City of Soledad’s internal control over financial

. reporting in order to determine 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
confrol,

A control deficiency 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 misstatements on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process, or report financial daia reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented ot detected by the entity’s internal
control,

A material weakness is a significant deficiency, or combination or significant deficiencies, that results in more
than a remote likelihood that a material mlsstatcmcnt of the financial statements will not be prevented or detected
by the entity’s infernal control,

Our consideration of the Internal control over financial reporting was for the limited purpose described in the first

paragtaph of this section and would not necessarily identify all deficiencies in the internal control that might be

significant deficiencies or material weaknesses. We did not identify any deficiencies in internal contro! that we
- gonsider to be material weaknesses as defined above,
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Soledad’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, noncompliance with which ¢ould have a ditect and material effect on the determination of
financial statement amounts, However, providing an opinion on compliance with those provisions 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 that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the City of Soledad in a separate letier dated
December 16, 2009,

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

December 16, 20



BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS Bryant L. Jolloy ¢ea
Ryan Jolley c.na,

Daeryl Suiith €.0A.

Travis Evenson

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

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

We have audited the compliance of the City of Soledad (the “City™) with the types of compliance requirements
described in the U. S. Qffice of Management and Budget (OMB) Circular A-133 Compliance Supplement that

. are applicable to each of its major federal programs for the year ended June 30, 2009. 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, regulations, contracts and grants applicable
to each of its major federal programs is the responsibility of the City's management. Our responsibility is to
express an opinion 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 Circular A-133, Audits of States, Local
Governments, and Non-Profit 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 circumstances,
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 requitements,

In our opinion, the City complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2009,

Internal Control over Compliance

The management of the City is responsible for establishing and maintaining effective intemal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the City's internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance, Accordmgly, we do not
express an opinion on the effectiveness of the Clty s internal control over compliance.
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A control deficiency in an entity’s 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 noncompliance with a type of compliance requirement of a federal program on a timely basis, A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential
will not be prevented or detected by the entity’s internal control,

A material weakness is a significant deficiency, or combination or significant deficiencies, that results in more
than a remote likelihood that a material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s infernal control,

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessatily identify all deficiencies in internal control that might be
significant 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, 2009, and for the year then ended,
and have issued our report thereon dated December 16, 2009, Our audit was performed for the purpose of
forming an opinion on the basic financial statements taken as a whole. The accompanying schedule of
- expenditures of federal awards is prosented for purposes of additional analysis as required by OMB Circular
A~133 and is not a required part 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
al material respects, in relation to the basie financial statements taken as a whole,

This report is intended for the information of the City Council, management and federal awarding agencies
- and pass-through entities. However, this report is a matter of public record and its distribution is not Iimited.

December 16, 2



CITY OF SOLEDAD

SCHEDULE OF EXPENDITURES OF FEDERAL FINANCIAL ASSISTANCE

YEAR ENDED JUNE 30, 2009

Federal Agency or
Federal Grantor/Pass-through CFDA Pass-through Federal
Grantor/Program Title Number Number Expenditures
[J.S. Department of Housing and Urban Development
Pass-through from the State of California

HOME Investment Partnership Program 14,239 06-HOME-2446 3 1,700,000

U.S, Depattment of Homeland Security _
Domestic Preparedness Equipment Support Program 97.004 N/A 20,000
Total Federal Expenditures $ 1,720,000

" NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL FINANCIAL ASSISTANCE

" NOTE A — SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal financial assistance is a summary of the cash activity of
the City’s federal award programs:and ‘does nof present transactions that would be included in financial
statements of the City presented on the accrual basis of accounting, as contemplated by generally accepted

accounting principles.
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CITY OF SOLEDAD

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNI 30, 2009

A,

B,

Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued: Unqualified

Internal control over financial reporting:.

»  Material weaknesses identified? ] Yes K Neo
¢ Significant deficiencies identified that are
not considered to be material weaknesses? [ ]  Yes B4 None reported
e Non-compliance material to financial '
statements noted? O Yes )l No
Federal Awards
Internal control over major programs:
» Material weaknesses identified? O Yes [ No
¢ Significant deficiencies identified that are
not considered to be material weaknesses? [ ]  Ves 1< None reported
Type of auditot’s report issued on compliance for
major programs: Unqualified
Any audit findings disclosed that are required to
be reported in accordance with Section 510(a) of
Citcular A-1337 1 vYes X No
Identlfication of Major Programs
CFDA Number Name of Federal Program or Cluster
14239 - HOME Investment Partnership Program
Dollar threshold used to distinguish between
Type A and Type B programs: $300,000
Auditee qualified as low-risk audites? [l Yes X] No

Findings — Financial Statements Audit

None noted.

Findings and Questioned Costs — Major Federal Award Programs Audit

None noted.
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CITY OF SOLEDAD

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2009

Summary Schedule of Prior Audit Findings

There were no prior year audit findings,
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BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS Byyant L. Jolfey cea
Ryan jolley cra

Dyl Sinith Gea

‘Travis Fvenson

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

In planning and performing our audit of the basic financial statements of the City of Soledad, California
(City) for the year ended June 30, 2009, in accordance with generally accepted auditing standards in the
United States, we considered the City’s internal control over financial reporting in order to determine
our auditing procedures for the purpose of expressing our opinion on the basie financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City’s internal control,
Accordingly, we do not express an opinion on the effectiveness of the City’s internal controls,

A control deficiency 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

misstatements on a timely basis. A significant deficiency is a control deficiency, or a combination of

conirol deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or

report financial data reliably in accordance with generally accepted accounting principals such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control,

Our consideration of internal conirol was for the limited purpose described in the first paragraph and
would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. In addition, because of inherent limitations in internal control, including the
possibility of management override of controls, misstatements due to ercor or fraud may occur and not
be detected by such controls. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses as defined above.

In addition, we noted other matters involving internal control and its operation that we have teported {0
management in a separate letter dated December 16, 2009,

This report is intended for the use of management, the City Council, and others within the organization,
and it’s not intended to be and should not be used by anyone other than these specified parties. We
thank the City’s staff for its cooperation duting our audit.

December 16, 2

1
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BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS Bryunt L. Jolley cra
Ryun Jolley cna

Danyl Smith ¢.ea

Travis Evensun

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

We have audited the financial statements of the City of Soledad, California (City) for the year ended
June 30, 2009, and have issued our report thereon dated December 16, 2009, Professional
standards require that we provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement letter, our responsibility, as described by professional standards, is to
plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial
statements are free of material misstatement and are fairly presented in accordance with generally
accepted accounting principles of the United States of America. Because an audit is designed to
provide reasonable, but not absolute, assurance and because we did not perform a detailed

~ examination of all transactions, there is a risk that material errors, fraud, or other illegal acts may
exist and not be detected by us.

As part of our audit, we considered the internal controls of the City, Such considerations were
solely for the purpose of determining our audit procedures and not to provide assurance concerning
such internal control.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
yot. ‘

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies, In
accordance with the terms of our engagement lefter, we will advise management about the
appropriatencss of accounting policies and their application, The significant accounting policies
used by the City are described in the notes to the financial statoments.

We noted no transactions entered into by the City during the year that were both significant and
unusual, and of which, under professional standards, we are required to inform you, or transactions
for which there is a lack of authoritative guidance and consensus,

2 :
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Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management's knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because of
their significance to the financial statements and because of the possibility that future cvents
affecting them may differ significantly from those expected. There were no significant estimates
affecting the financial statements.

Corrected and Uncorrected Migstatements

For purposes of this letter, professional standards define significant audit adjustments as a
proposed correction of the financial statements that, in our judgment, may not have been detected
except through our auditing procedures. An audit adjustment may or may not indicate matters that
could have a significant effect on the City's financial teporting process (that is, cause future
financial statements to be materially misstated), The following material misstatements detected as
a tesult of audit procedures were:

* Adjustments for the current year fo properly reflect grant receivables and related activity,
capital assets and depreciation, and to propose year end closing journal entries across all
funds.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concetning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor's report. We are
pleased to report that no such disagreements arose during the course of the audit,

Consultation with Other Independent Agcountants

In some cases, management may decide to consuit with other accountants about auditing and
accounting matters, similar to obtaining a "second opinion" on cettain situations, Out professional
standards requite a consulting accountant to check with us if a consultation involves application of
an accountmg prineiple to the City's financial statements or a determination of the type of auditor's
opinion that may be expressed on those statements, This is to ensure that the consultant has all of
the relevant facts. To our knowledge, there were no such consultations with other accountants. .

Difficultics Encountered in Petforming the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter,



Other Audit Findings and Issues

We generally discuss a variety of maiters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the governmental unit’s
auditors, However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.

This report is intended for the use of management, the City Council, and others within the

organization, and it's not intended to be and should not be used by anyone other than these
specified parties,

December 16,



BRYANT L. JOLLEY

CERTIFIED PUBLIC ACCOUNTANTS Hryam L. Jolley ¢.pa.
Ryan Jolley cra

Datryl Smith apa

Tiavis Evenson

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

In planning and performing our audit of the financial statements of the City of Soledad, California
(City) for the year ended June 30, 2009, we considered the City’s internal control to plan our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control.

However, during our audit, we noted certain matters involving the internal control and other
operational matters that are presented for your consideration. This letter does not affect our report
dated December 16, 2009 on the financial statements of the City. We will review the status of these
comments during our next audit engagement. Qur comments and recommendations, all of which
have been discussed with appropriate members of management, are intended to improve the internal
conirol or result in other operating efficiencies. We will be pleased fo discuss these comments in

- further detail at your convenience, perform any additional study of these matters, or assist you in
implementing the recommendations. Qur comments ate summarized as follows:

Accounting and Grant Discipline — In the process of performing our audit, we encountered
instances whete grant schedules and support provided by management did not reconcile with
what was recorded in the general ledger. While grants are a valuable source of revenue
within the community, they impose very specific and siringent reporting requirements that
consume considerable stafl time and related ovethead expense to administer them. Bach
grant should be tracked in its own fund in the general ledger and have its own organized
comprehensive file with all suppotting documentation from start to finish, This will allow
for proper tracking and accurate accounting be performed to ensure the goals and purposes of
the grant have been achieved and accounted for properly,

Garbage and JPA Garbage Franchise Fee Transfers — Durlng the current year the
Garbage Fund and JPA Garbage Fund transferred $1,208,138 and $890,221, respectively, of
prior years franchise fees to the General Fund to cover current year deficit spending in the
General Fund, This left the Garbage Fund with a deficit fund balance of $1,567,151 and the
IPA Garbage Fund with a positive fund balance of $12,522. These transfers give the
impression that the General Fund operated in line with current year revenues when in fact
these were one time only transfers. Furthermore the Garbage Fund deficit will have to
covered by a General Fund fransfer at some point or very large increases in garbage rates,
We recommend the City take swift action to ensure revenues are sufficient to support current
operational spending and address the deficit fund balance in the Garbage Fund.

Impact Fees — Impact fees need to be spent or earmarked within five years, The finance
department should exert extra effort to ensure that all relevant expenditures are correctly
charged to impact fees. In addition, the impact foes collected in the Water and Sewer Funds
should be tracked in their own funds rather than included with the Water and Sewer Capital
QOutlay Funds.
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Developer Receivables — The City has been recording costs associated with various
development projects as receivables with the hope that these funds will be recouped when
the project is started. This allows the Planning Department to potentially understate current
period expenses. Only amounts for which a legally enforceable obligation exists should be
recorded as receivables, .

Housing Loans— The City and the Redevelopment Agency have made numerous low
income loans. However, staff was unable to provide.timely loan activity or verlfy current
balances. Although these loans are secured against the properties, the City should maintain
current loan schedules on all properties in order to verify proper accounting.

Transit Fund — The Transit Fund is reported as an Enterptise Fund although the charges
collected for transit services have not covered operational costs for many years, The nature
of an Enterprise Fund is to collect appropriate charges to cover operational expenditures, As
such we recommend the City consider including transit services as a department in the
General Fynd.

Enterprise Fund Deficits — Substantial operating deficits were incurred in all the enterprise
funds during the current fiscal year. Enterprise operating costs are to be offset by user
charges. We recommend the City evaluate its current user fees and Incroase charges or
reduce expenditures as needed.

Authorize Write Off of Uncollectible Utility Accounts and Establish Allowance for
Doubtful Accounts - We noted during our audit that many old accounts remain on the
general ledger, many of which are either uncollectible accounts or will be collected at a
discounted amount from that which is owed. Once truly uncollectible accounts are identified
or a discounted amount is received from collection effotts, the Finance Ditector should write
off these accounts, The City should create a formal policy for authorizing write offs of
uncollectible utility accounts receivable. As part of the policy, it is recommended that the
City Council or City Manager review and approve the write off of any uncollectible
accounts. A list of proposed write offs could be presented to the City Council or City
Manager at least quarterly. In addition, the City should establish an allowance for
uncollectible accounts by conducting an overall evaluation of the past due accounts and
review the suceess rate of collection efforts,

Utility Aceounting Improvements — We noted the Utility Department has a policy of not
printing the monthly billing and aging reports in order to save paper and space, We suggest
these reports be printed or saved to an electronic media format monthly since these reports
cannot be replicated by the accounting software once additional activity is posted to the
general ledger. We also noted that several of the past due accounts in the utility aging
reports relate to City established accounts for utility services, It is important that the City
pays its own utility bills in a timely manner in order to ensure that activity is reported in its
proper fund.



We believe that the implementation of these recommendations will provide the City with a stronger
system of interngl accounting control while also making its operations more efficient, We will be
happy to discuss the detalls of these recommendations with you and assist in any way possible with
their implementation,

This report is intended solely for the information and use of the City Council and management,
However, this report is a matter of public record and its distribution is not limited.

Decembidr 16, 2
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