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December 22, 2009

TO: Honorable Mayor and City Council
City of El Paso de Robles
FROM: James Throop, Director of Administrative Services
SUBJECT: Comprehensive Annual Financial Report for Fiscal Year 2008-09
INTRODUCTION

The City of El Paso de Robles' Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2009 is
hereby presented as prepared by the City's Administrative Services Department. Responsibility for the accuracy of the
presented data, the completeness, and fairness of the presentation rests with this department. The report has been
prepared in conformance with the accounting principles generally accepted in the United States of America and the
principles and standards as prescribed by Governmental Accounting Standards Board (GASB). Staff believes that the
data, as presented, is accurate in all material respects; that its presentation fairly reflects the financial position and the
results of the City’s operations as measured by the financial activity of its various funds; and that all pertinent disclosures
contained herein will provide the reader with a complete understanding of the City’s financial affairs.

FINANCIAL REPORTING AND FORMATS

This report is prepared using the reporting requirements as prescribed by GASB Statement No. 34, Basic Financial
Statements - and Management'’s Discussion and Analysis - for State and Local Governments. Government-wide financial
statements are included in order to provide the reader with a clear picture of the City as a single, unified reporting entity.
Government-wide statements are intended to compliment rather than replace the traditional fund-based



financial statements. GASB Statement No. 34 also requires that management provide a narrative introduction, overview,
and analysis to accompany the basic financial statements in the form of “Management’s Discussion & Analysis” (MD&A).

This letter of transmittal is intended to compliment the MD&A and should be read in conjunction with it. The MD&A can be
found immediately following the independent auditors’ report.

The City’s CAFR is divided into the following sections:
The Introductory Section includes this transmittal letter, information about the organizational structure of the City including

elected and appointed officials, and other general information to provide the reader with a general understanding of the
City.

The Financial Section is prepared in accordance with GASB Statement No. 34 requirements by including the MD&A, the
Basic Financial Statements including notes, and Supplemental Information. The Basic Financial Statements include the
government-wide financial statements that present an overview of the City’s entire financial operations, and the fund
financial statements that present the financial information of each of the City’s major funds, as well as non-major
governmental and fiduciary funds. Also included in this section is the Independent Auditors’ Report on the financial
statements and schedules as prepared by Moss, Levy & Hartzheim LLP. Their report contained herein provides an
“ungualified” opinion that the financial statements contained herein are fairly presented in conformity with accounting
principles generally accepted in the United States of America.

Additionally, the Federal Single Audit Act of 1996 requires the City to undergo an annual “single audit’ in conformity with
the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations and Government Auditing Standards, issued by the Comptroller General of the United States. The “single
audit” report is issued under separate cover and includes a schedule of federal financial assistance, findings and
recommendations, and independent auditors’ report on the internal control structure and compliance with applicable laws
and regulations.

The Statistical Section includes various tables containing historical financial data, debt statistics, and miscellaneous social
and economic data of the City that is of interest to potential investors and other readers. The data is generally presented
on a multi-year basis.




THE REPORTING ENTITY

The City was incorporated in 1889 and operates under the Council-Manager form of local government. Four
councilpersons are elected on a non-partisan basis, at large for four-year terms with two councilmen elected every two
years. The Mayor is elected at large every two years. The Council appoints the City Attorney and City Manager. The City
Clerk and City Treasurer are both elected at large for four-year terms. The City provides a full range of services including
police and fire protection, library and recreation services, public works including maintenance of all City facilities, streets,
parks, airport, and utility operations (sewer, water, and landfill), transit, and development and planning services.

This CAFR includes the financial activities of the primary government, the City, and all the City’s component units.
Component units include legally separate entities for which the primary government is financially accountable and that
have substantially the same governing board as the City or provide services entirely to the City. For reporting purposes,
operations of the Redevelopment Agency are biended with the City.

PASO ROBLES ECONOMY AND OUTLOOK

Paso Robles is strategically located at the confluence of State Highway 101 and State Highway 46 and continues to be the
fastest growing city within San Luis Obispo County and has become the second largest city with 29,950 residents.
Travelers from the Central Valley on their way to central coast beaches or local lakes must pass through Paso Robles.

The local lakes and other community events attract a significant number of travelers from southern and northern California
areas as well. The Highway 101/Highway 46/Nacimiento Road corridor has been a major contributor to the City's sales tax
revenues.

Paso Robles is home to a number of special events that attract visitors from all over the state. Such events include the
Wine Festival, Paderewski Festival, Pioneer Day, Vine Street Christmas Showcase, Western Region Bicycle Rally,
Concerts in the Park, Mid State Fair, and most recently a stop in the Amgen Tour of California Bike Race and two highly
successful farmers markets. The operations of the state fairgrounds and its related facilities attract events nearly every
weekend during the course of the year. The local wine industry continues to receive considerable recognition for its
premium wines. There are over 200 wineries and approximately 300 vineyards in the Paso Robles area. During the spring
and summer months, many of the wineries and tasting rooms hold weekend concerts that attract numerous

visitors. In 2008, Bon Appetit magazine voted Paso Robles as the 2™ “Foodiest” small town in the country. The Paso
Robles Event Center is again sponsoring $1,000,000 Pacific Coast Cutting Horse Association Futurlty The Futurity - a 12-
day cutting horse event that attracts top competitors from across the country is considered the 2™ largest show in the
nation.



Given the above events and attractions, tourism has become an important industry in Paso Robles. Transient occupancy
tax collections, viewed as an indicator of tourism success, increased by 6.3% over the prior fiscal year. The newest hotels
to open were La Bella Serra, Hotel Cheval and the Courtyard Marriott adding over 200 rooms for visitors to our community,
as well as a 30-room addition to La Quinta Inn. Other tourism related projects that were completed include a secondary
facility for Justin Winery (33,000/sf), a new spa for the Paso Robles Inn. A new high high-end RV Motor Resort with 380
spaces is in the beginning stages of construction.

During the year, over $18.6 million in new commercial construction valuation was completed. This consisted of the new
Lowes shopping center and ancillary buildings, restaurant buildings and office buildings. Total new square footage added
in commercial/industrial was approximately 275,000 square feet.

The potential for Industrial and Commercial construction within the city continues to be vibrant, but with a slight slowdown.
Currently, there is approximately 430,000/sf of proposed commercial and industrial projects that should soon move forward
in FY2010. Some of these projects include new hotels/resorts, restaurants, RV Park, office buildings, many industrial
buildings, mini-storage, mixed-use, brewery and manufacturing facilities.

Given the recent and continuing successes in both the retail and manufacturing areas, the economic outlook for Paso
Robles continues to look strong despite the extreme drop in housing starts nationally. Locally, the housing construction
market has slowed drastically this last year. During fiscal year 2009, Paso Robles issued building permits for 19 housing
residential housing units with a total valuation of $5.1 million. The median home price of a home in the County in FY2009
was $365,000. Sluggish home sales and minor new residential home construction has resulted in significant decrease in
building fees.

Property tax collections, for all categories, is expected to decrease by approximately (3.03)% or $271,000, to $8,676,000
in 2010 as compared to $8,947,200 in FY 2009. While the passage of Proposition 1A Receivables Program generally
eliminates State raids on local government property tax revenues, the State continues to experience chronic budget
deficits. In spite of record levels of tax collections and phenomenal statewide prosperity, the State legislature has failed to
address its’ chronic budget deficit of at least $20 billion and attempts by the Governor to address the structural budget
imbalance by legislation have failed.

MAJOR ACHIEVEMENTS AND INITIATIVES

The City’s General Fund is the primary source of funding for most municipal services such as police & fire protection,
library & recreation services, parks, streets, maintenance & operation of governmental buildings/facilities, planning &
building services, and other governmental activities such as city council, city manager, and administrative services.



For fiscal year 2009, with the exception of fiscal year 2004 due to the San Simeon Quake, the General Fund posted its first
negative financial results since fiscal year 1998. This unfavorable result was actually half of an estimated year-end
forecast that was presented earlier in the year to the City Council. This decrease is due to the aggressive cost-cutting
measures taken during the year. The City has completed its most recent four-year forecast and its results show that by
judiciously using General Fund reserve funds, the City will be able to survive this economic recession without more
extreme cost-cutting measures. Currently, the City has reduced costs by approximately $6,000,000 per year. The majority
of these initiatives come through labor savings. Currently, the General Fund staffing has been reduced by over 22%.
Other cost saving measures include temporary and contractual service cuts, reduced maintenance expenditures and future
building development fund set-asides. Even with these reductions, the following four years will be monitored carefully.
Should the economy not turn around or turn around at a slower than predicted pace, more reductions will be necessary.
However, the City of Paso Robles enjoys the fact that it is surviving the economic recession much more effectively than
most California cities. This is due to the ever increasing tourism industry, owing in part to the partnerships between, the
City, wineries, hotels and other travel related industries. By working together to promote the City and surrounding area,
the City of Paso Robles is poised to be successful both in terms of financial stability and its growing tourism industry.

The City’s participation in the Nacimiento Water Project which will assure a safe, secure source of water for the City will
require an increase in water-user fees. The fees will be phased in over time and the City Council will review the fee
structure every two years to ensure adequate funding of our participation in this landmark project whose ultimate cost is
estimated at approximately $175 million. Fifty percent of the project costs will be born by new development through the
City’s water impact fees. The current impact fees are also under review and will most likely see an increase in excess of
$14,000 per residential meter. Meters for larger projects will be more depending on the size of the required meter.

Specific plans are underway on three major developable properties. As these three areas develop, in addition to specific
plan fees, these properties will pay normal City development fees and will be required to participate in the community
services district noted previously.

OTHER FINANCIAL INFORMATION

Internal Controls - In developing and evaluating the City’s accounting system, internal accounting controls are of utmost
importance. However, internal controls should be designed to provide reasonable, but not absolute, assurances regarding
the safeguarding of assets against loss from unauthorized use or disposition and reliability of financial records for
preparing financial statements and maintaining accountability for assets. The concept of reasonable recognizes that the
cost of the control should not exceed the benefits derived and that the evaluation of costs and benefits requires

estimates and judgments by management. Management believes that the City’s internal accounting controls adequately
safeguard assets and provide reasonable assurance of the proper recording of financial transactions.
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Budgetary Controls - The budget is a plan for the use of City resources consistent with specific objectives developed and
approved by the Council. The budget is adopted by resolution by the Council and may be modified from time to time as
the Council sees fit or administratively by staff in accordance with the Council’s approved Fiscal Policy. Except for the
capital improvement projects budget, all appropriations lapse at fiscal year-end. Given the muiti-year nature of the capital
improvement projects, unspent appropriations are automatically carried forward. Requests for carry-over of operating
budget appropriations are generally restricted to operating capital and special one-time appropriations, usually studies by
third party consultants. Carry-over appropriations are approved by resolution by the Council and added to the following
fiscal year's budget. Budgetary control is maintained at the department level. Line item variances within any given
department/division are allowed so long as the total departmental budget does not exceed total appropriations for the
department/division except that supplies and services savings may not be used to hire staff without specific City Manager
approval. The City Manager’s office and Administrative Services maintains a watchful eye for variances between actual
and budgeted expenditures.

Cash Management and Investments - The City pools idle cash from all funds for the purpose of its investment activities in
order to maximize investment income. Idle funds are invested in accordance with the Council’s adopted investment policy
which is reviewed annually by both the Council and its investment policy review committee. In compliance with GASB
Statement No. 31, the City’s investments are stated at fair value, except for highly liquid market investments with
maturities of one year or less, which are stated at amortized cost and unrealized gains or losses less liquid market
investments are recorded each June 30. The City generally holds all investments until maturity or until fair values equal or
exceeds costs. Additionally, included herein is the revised cash and investment note as recommended by GASB
Statement No. 40. Disclosures required by this Statement are intended to provide users of governmental financial
statements with information to assess common risks inherent in deposit and investment transactions. These risks include
credit risk, concentration of credit risk, interest rate risk, and foreign currency risk.

Risk Management - The City of Paso Robles is a member of the California Joint Powers Insurance Authority (Authority).
The Authority is composed of 122 California public entities and is organized under a joint powers agreement pursuant to
California Government Code § 6500 et seq. The purpose of the Authority is to arrange and administer programs for the
pooling of self-insured losses, to purchase excess insurance or reinsurance, and to arrange for group purchased insurance
for property and other coverages. The Authority’s pool began covering claims of its members in 1978. Each member
government has an elected official as its representative on the Board of Directors. The Board operates through a 9-
member Executive committee.

Self-Insurance Programs of the Authority

General Liability. Each member pays a primary deposit to cover estimated losses for the fiscal year (claims year). Six
months after the close of a fiscal year, outstanding claims are valued. A retrospective deposit computation is then made
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for each open claims year. Claims are pooled separately between police and non-police. Costs are spread to members as
follows: the first $30,000 of each occurrence is charged directly to the member’s primary deposit; costs from $30,000 to
$750,000 and the loss development reserves associated with losses up to $750,000 are pooled based on the member’s
share of losses under $30,000. Losses from $750,000 to $10,000,000, $18,000,000 to $23,000,000, and $45,000,000 to
$50,000,000 and the associated loss development reserves are pooled based on payroll. Costs of covered claims from
$10,000,000 to $18,000,000 and $23,000,000 to $45,000,000 are currently paid by excess insurance. Costs of covered
claims for subsidence losses from $15,000,000 to $25,000,000 are paid by excess insurance. The protection for each
member is $50,000,000 per occurrence and $50,000,000 annual aggregate. Administrative expenses are paid from the
Authority’s investment earnings. The City joined the liability pool on July 1, 2003.

Workers’ Compensation - The City of Paso Robles also participates in the workers’ compensation pool administered by the
Authority. Each member pays a primary deposit to cover estimated losses for a fiscal year (claims year). Six months after
the close of a fiscal year, outstanding claims are valued. A retrospective deposit computation is then made for each open
claims year. Claims are pooled separately between public safety and non-public safety. Each member has a retention
level of $50,000 for each loss and this is charged directly to the member’s primary deposit. Losses from $50,000 to
$100,000 and the loss development reserve associated with losses up to $100,000 are pooled based on the member's
share of losses under $50,000. Losses from $100,000 to $2,000,000 and loss development reserves associated with
those losses are pooled based on payroli. Losses from $2,000,000 to $200,000,000 are transferred to reinsurance
carriers. Costs in excess of $200,000,000 are pooled among the Members based on payroll. Protection is provided per
statutory liability under California Workers’ Compensation law. Administrative expenses are paid from the Authority’s
investment earnings. The City joined the workers’ compensation pool on July 1, 2004.

Purchased Insurance

Environmental Insurance - The City of Paso Robles participates in the pollution legal liability and remediation legal liability
insurance which is available through the Authority. The policy covers sudden and gradual pollution of scheduled property,
streets, and storm drains owned by the City of Paso Robles. Coverage is on a claims-made basis. There is a $50,000
deductible. The Authority has a limit of $50,000,000 for the 3-year period from July 1, 2008 through July 1, 2011. Each
member of the Authority has a $10,000,000 limit during the 3-year term of the policy.

Property Insurance - The City of Paso Robles participates in the all-risk property protection program of the Authority. This
insurance protection is underwritten by several insurance companies. The City of Paso Robles property is currently
insured according to a schedule of covered property submitted by the City of Paso Robles to the Authority. Total all-risk
property insurance coverage is $211,830,582. There is a $5,000 deductible per occurrence. Premiums for the coverage
are paid annually and are not subject to retroactive payments.
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Fidelity Bonds - The City of Paso Robles purchases blanket fidelity bond coverage in the amount of $1 million with $2,500
deductible. The fidelity coverage is provided through the Authority. Premiums are paid annually and are not subject to
retroactive adjustments.

Airport Insurance - The City of Paso Robles purchases Airport Insurance through Alliant Services, which uses Old Republic
Insurance Company and Underwriters at Lloyds for excess coverage. Coverage is on an occurrence basis and covers
items such as; bodily injury, personal liability, premises liability, non-owned aircraft liability and Hangarkeeper’s to name
but a few. Limits range from $25,000 for medical payments to $ $15,000,000 for bodily injury claims. Premiums are paid
annually and are not subject to retroactive payments.

Adequacy of Protection

During the past three fiscal (claims) years none of the above programs of protection have had settlements or judgments
that exceeded pooled or insured coverage. There have been no significant reductions in pooled or insured liability
coverage from coverage in the prior year.

Separate financial statements are available from the California Joint Powers Insurance Authority, 8081 Moody Street, La
Palma, CA 90623.

Self-Insurance

The City retains the risk for losses incurred prior to joining the California Joint Powers Insurance Authority. Several
member agencies of the now dissolved Central Coast Cities Self-Insurance Fund continue to participate in a non-risk
sharing arrangement for claims management and the purchase of excess insurance. The participating agencies share a
set of common guidelines and annually set aside premiums to pay their individual losses within their self-insured
retentions. Losses are debited and investment income is credited to specific member accounts. The City has not incurred
any losses in excess of insurance coverage.

The last actuarial study to determine the undiscounted outstanding claims liability was completed for the year ended June
30, 2009. The liability was estimated based on the actuarial study and considered claims asserted and paid, and the time
limitations for filing claims.

INDEPENDENT AUDIT

The accounting firm of Moss, Levy & Hartzheim LLP, certified public accountants, performed the annual independent audit.
They also, under separate cover, prepared a report meeting the requirements of the Federal Single Audit Act and
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related OMB Circular A-133. While the Redevelopment Agency’s financial transactions are included in this annual
financial report, the auditors also issue an audit report under separate cover. The auditors’ opinion letter on the basic
financial statements is included in the financial section of this report.

CERTIFICATE OF AWARD

The California Society of Municipal Finance Officers awarded its Certificate for Outstanding Financial Reporting to the City
for the 2008 CAFR. This was the tenth consecutive year that the City has achieved this prestigious statewide award. To
receive the award, the City must publish an easily readable and efficiently organized CAFR that must satisfy both
accounting principles generally accepted in the United States of America and all applicable legal requirements.
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| would like to express my appreciation to the entire Administrative Services staff for their work ethic and dedication to
"customer service" both internally and externally. Special acknowledgment goes to Jennifer Sorenson, Finance Manager,
Jody Dauth, Administrative Coordinator and Lori Barnes, Administrative Assistant, who were primarily responsible for the
preparation of this CAFR. In addition, | would like to thank Jim App, the City Manager, as well as the City Council for their
continued support and interest in planning and conducting the City’s financial operations.

Respectfully submitted,

mes Throop
Director of Administrative Services
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INDEPENDENT AUDITORS' REPORT

The Honorable Mayor and City Council
City of El Paso de Robles, California

We have audited the accompanying financial statements of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of the City of El Paso de Robles (City), as of and for the fiscal 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 City's management. Our responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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 principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of El Paso de Robles as of June 30, 2009, and the respective changes
in financial position and cash flows, where applicable thereof, and the budgetary comparison for the General Fund for the fiscal year then ended in conformity with
accounting principles generally accepted in the United States of America.

As discussed in note 1 of the notes to basic financial statements effective July 1, 2008, the City of El Paso de Robles adopted Governmental Accounting Standards
Board (GASB) Statement No. 45, Accounting and Financial Reporting by Employees for Postemployment Benefits Other than Pensions, GASB Statement No. 49,
Accounting and Financial Reporting for Pollution Remediation Obligations, GASB Statement No. 52, Land and Other Real Estate Held as Investments by
Endowments, GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments, and GASB Statement No. 56,
Codification of Accounting and Financial Reporting Guidance Contained in the AICPA Statement on Auditing Standards.
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The Management’s Discussion and Analysis on pages 14 through 24, and the required supplementary information on page 75, are not a required part of the basic
financial statements, but is supplementary information required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which

consisted principally of inquiries of management regarding the methods of measurement and presentation of this information, but we did not audit this information and
we express no opinion on it.

Our audit was made for the purpose of forming opinions on the financial statements that collectively comprise the City of El Paso de Robles’ basic financial statements.
The combining fund financial statements and schedules listed in the table of contents are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information has been subjected to the auditing procedures applied in our audit of the basic financial statements, and in our opinion is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued a report dated December 11, 2009, on our consideration of the City of El Paso de Robles’
internal control over financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting or on compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

The introductory section and statistical section listed in the table of contents were not audited by us, has not been subjected to the auditing procedures applied in
the audit of the basic financial statements, and accordingly, we express no opinion thereon.

MOSS, LEVY & HARTZHEIM LLP

e, /@? & He

December 11, 2009

LLP




MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Year Ended June 30, 2009

This discussion and analysis of the City of El Paso de Robles’ financial performance provides an overview of the City’s financial
activities for the fiscal year ended June 30, 2009. Please read it in conjunction with the accompanying transmittal letter, the basic
financial statements, and the accompanying notes to those financial statements.

FINANCIAL HIGHLIGHTS

e The assets of the City exceeded its liabilities at the close of the 2009 fiscal year by over $257 million. Of this amount, $71.1
million may be used to meet the City’s ongoing obligations to citizens and creditors.

e The City’s total net assets increased by $7.6 million, primarily due to the completion of projects and acquisition of assets from
developers.

e Atthe close of the current fiscal year, the City’s governmental funds reported combined ending fund balances of $31.7 million,
compared to $30.4 million in the prior fiscal year.

e Approximately 31% of the combined fund balances, $9.8 million, is considered unreserved and is available for spending at the
City’s discretion.

e Atthe end of the current fiscal year, unreserved, undesignated fund balance for the general fund was $6 million, or 22% of
total general fund expenditures.

e The City’s total governmental activities debt decreased by $1,974,151 during the current fiscal year due to normal
amortization.

e The City’s total business-type funds debt decreased by $161,747 due to normal amortization.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements presented herein include all of the activities of the City of El Paso de Robles using the integrated approach
as prescribed by GASB Statement No. 34.

Government-wide Financial Statements

The Government-wide Financial Statements present the financial picture of the City from the economic resources measurement focus
using the accrual basis of accounting. They present governmental activities and business-type activities separately. These
statements include all assets of the City (including infrastructure) as well as all liabilities (including long-term debt). Additionally,
certain eliminations have occurred as prescribed by the statement in regards to interfund activity, payables, and receivables.

The Statement of Net Assets and the Statement of Activities report information about the City as a whole and about its activities.
These statements include all assets and liabilities of the City using the accrual basis of accounting, which is similar to the accounting
used by most private-sector companies. All of the current fiscal year’s revenues and expenses are taken into account regardless of
when cash is received or paid.
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CITY OF EL PASO DE ROBLES
Management’s Discussion and Analysis, continued
Fiscal Year Ended June 30, 2009

These two statements report the City’s net assets and changes in them. Net assets are the difference between assets and liabilities,
which is one way to measure the City’s financial health, or financial position. Over time, increases or decreases in the City’s net
assets are one indicator of whether its financial health is improving or deteriorating. Other factors to consider are changes in the
City’s property tax base and the condition of the City’s roads.

In the statement of net assets and the statement of activities, we distinguish the City’s functions that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a portion of
their costs through user fees and charges (business-type activities). The activities of these two distinctions are as follows:

Governmental activities—Most of the City’s basic services are reported in this category, including general government, public safety,
public works, library and recreation, and community development. Property and sales taxes, transient occupancy tax, user fees,
interest income, franchise fees, and state and federal grants finance these activities.

Business-type activities—The City charges a fee to customers to cover all or most of the cost of certain services it provides. The City’s
water system, sewer system, airport operations, and transit services are reported in this category.

Fund Financial Statements

The Fund financial statements include statements for each of the three categories of activities - governmental, business-type, and
fiduciary. The governmental activities are prepared using the current financial resources measurement focus and modified accrual
basis of accounting. The business-type activities are prepared using the economic resources measurement focus and the accrual
basis of accounting. The fiduciary activities are agency funds, which only report a balance sheet and do not have a measurement
focus. Reconciliation of the fund financial statements to the government-wide financial statements is provided to explain the
differences created by the integrated approach.

The fund financial statements provide detailed information about the most significant funds—not the City as a whole. Some funds are
required to be established by State law and by bond covenants. However, management may establish other funds to help it control
and manage money for particular purposes or to show that it is meeting legal responsibilities for using certain taxes, grants, and other
money.

Governmental funds - Most of the City’s basic services are reported in governmental funds, which focus on how money flows into and
out of those funds and the balances left at fiscal year-end that are available for spending. These funds are reported using an
accounting method called modified accrual accounting, which measures cash and all other financial assets that can readily be
converted to cash. The governmental funds statements provide a detailed short-term view of the City’s general government
operations and the basic services it provides. Governmental funds information helps determine whether there are more or fewer
financial resources that can be spent in the near future to finance the City’s programs. The differences of results in the governmental
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CITY OF EL PASO DE ROBLES
Management’s Discussion and Analysis, continued
Fiscal Year Ended June 30, 2009

funds financial statements to those in the government-wide financial statements are explained in a reconciliation schedule following
each governmental funds financial statement.

Proprietary funds - When the City charges customers for the services it provides—whether to outside customers or to other units of the
City—these services are generally reported in proprietary funds. Proprietary funds are reported in the same way that all activities are
reported in the statement of net assets and the statement of revenues, expenses, and changes in fund net assets. In fact, the City’s
enterprise funds are the same as the business-type activities reported in the government-wide statements but provide more detail
and additional information, such as cash flows, for proprietary funds.

Fiduciary funds - The City is the trustee, or fiduciary, for certain funds held on behalf of the Senior Advisory Committee, War Memorial
Hospital Scholarship, Customer Deposits, and Tourism and Lodging Business Improvement District. The City’s fiduciary activities are
reported in a separate statement of fiduciary net assets. We exclude these activities from the City’s other financial statements since
the City cannot use these assets to finance its operations. The City is responsible for ensuring that the assets reported in these funds
are used for their intended purposes.

Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the government-wide and fund
financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, the net assets for the City as a whole increased 2.9% from $250 million at June 30, 2008 to $257 million at June 30,
2009. The largest portion of the City’s net assets reflects the investment in capital assets such as land, buildings, machinery, and
equipment, less any related debt used to acquire those assets still outstanding. These assets are used to provide services to the
citizens of the City of El Paso de Robles; therefore, they are not available for future spending. Although the City’s investment

in capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

An additional portion of the City’s net assets represents resources subject to external restrictions on how they may be used. The
remaining balance of unrestricted net assets may be used to meet the City’s ongoing obligations to citizens and creditors.

Consistent with the prior fiscal year, as of the end of the current fiscal year, the City is able to report positive balances in all three
categories of net assets, for both the government as a whole, as well as for its separate governmental and business-type activities.
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CITY OF EL PASO DE ROBLES
Management’s Discussion and Analysis, continued
Fiscal Year Ended June 30, 2009

CITY OF EL PASO DE ROBLES' NET ASSETS

Governmental activities Business-type activites Total
2008-09 2007-08 2008-09 2007-08 2008-09 2007-08

Current and other assets $ 37664547 $ 37,629,559 $ 36,965,280 $ 43,931,877 $ 74,629,827 $ 81,561,436
Capital assets 171,579,965 168,299,753 74,554,620 64,951,221 246,134,585 233,250,974

Total assets 209,244,512 205,929,312 111,519,900 108,883,098 320,764,412 314,812,410
Long-term liabilities outstanding 47,202,989 49,071,330 7,268,077 7,434,824 54,471,066 56,506,154
Other liabilities 6,991,200 6,681,771 1,696,047 1,639,655 8,687,247 8,321,426

Total liabilities 54,194,189 55,753,101 8,964,124 9,074,479 63,158,313 64,827,580
Net assets:
Invested in capital assets, net of
related debt 126,146,832 123,267,038 58,908,864 57,702,782 185,055,696 180,969,820
Restricted 1,423,908 1,168,175 1,423,908 1,168,175
Unrestricted 27,479,583 25,740,998 43,646,912 42,105,837 71,126,495 67,846,835

Total Net Assets $ 155,050,323 $ 150,176,211 §$ 102,555,776 $ 99,808,619 $ 257,606,099 $ 249,984,830

The City’s net assets increased $7.6 million over the prior fiscal year. Current and other assets decreased $6.9 million while capital
assets increased $12.9 million. Long-term liabilities decreased $1.7 million due to normal amortization.

GOVERNMENTAL ACTIVITIES

The City’s net assets from governmental activities increased $4,874,112, accounting for 64% of the total growth in net assets of the
City of El Paso de Robles. The cost of all governmental activities this fiscal year was $38.3 million. As shown in the statement of
activities, the amount that the taxpayers ultimately financed for these activities was $31.6 million because some of the cost was paid
by those who directly benefited from the programs ($4.1 million). Capital grants and contributions of $2.6 million provided capital
asset infrastructure by building development. The City paid for the remaining “public benefit” portion of governmental activities with
$30.15 million in taxes (some of which could only be used for certain programs) and with other revenues, such as interest and
revenues from other agencies.
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CITY OF EL PASO DE ROBLES
Management’s Discussion and Analysis, continued
Fiscal Year Ended June 30, 2009

The City’s programs for governmental activities include general government, public safety, public works, library and recreation
services, and community development. The programs for the business type activities include the water and sewer utilities, the airport
operations, and transit services.

Total resources available during the year to finance governmental activities consisted of net assets at July 1, 2008 of $150.2 million,
program revenues of $6.7 million and general revenues of $36.5 million. Total expenses for governmental activities during the fiscal
year were $38.3 million.

BUSINESS TYPE ACTIVITIES

The City’s net assets from business-type activities increased $2.7 million which accounts for 36% of the total increase in the City of El
Paso Robles’ net assets.

The cost of all Proprietary (business-type) activities this year was $12 million. As shown in the statement of activities, the amounts

paid by users of the systems were $8.8 million, and capital grants and contributions were $3 million. Revenues from other agencies
accounted for $1.4 million and earnings from uses of money and property were $1.6 million.
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CITY OF EL PASO DE ROBLES

Management’s Discussion and Analysis, continued

Fiscal Year Ended June 30, 2009

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Taxes:
Property taxes
Sales tax
Other taxes
Licenses and permits
From other agencies
Investment earnings
Miscellaneous
Total revenues

Expenses:

General government
Public safety

Public works

Library and recreation services
Community development
Interest on long term debt
Water operations

Sewer operations

Airport operations

Transit operations

Total expenses

Increase in net assets before transfers
Transfers

Increase (decrease) in net assets
Net assets July 1

Prior period adjustments

Net assets June 30

CITY OF EL PASO DE ROBLES CHANGES IN NET ASSETS

Governmental activities Business-type activites Total

2008-09 2007-08 2008-09 2007-08 2008-09 2007-08
4,106,846 $ 5,649,972 $ 8,774,818 $ 8,805,307 $ 12,881,664 $ 14,455,279
2,581,818 4,765,465 2,977,958 3,548,974 5,559,776 8,314,439
18,423,566 17,795,597 49,304 52,457 18,472,870 17,848,054
6,702,166 7,691,562 6,702,166 7,691,562
5,027,312 5,182,504 5,027,312 5,182,504
432,448 420,059 432,448 420,059
2,610,537 2,972,863 1,384,327 908,754 3,994,864 3,881,617
1,870,103 2,573,339 1,636,168 1,999,423 3,506,271 4,572,762
1,255,776 1,582,640 90,646 82,961 1,346,422 1,665,601
43,010,572 48,634,001 14,913,221 15,397,876 57,923,793 64,031,877
2,664,573 4,205,603 2,664,573 4,205,603
14,644,352 13,825,505 14,644,352 13,825,505
10,372,489 10,665,983 10,372,489 10,665,983
4,380,035 4,455,244 4,380,035 4,455,244
3,812,797 4,752,684 3,812,797 4,752,684
2,389,710 2,588,398 2,389,710 2,588,398
5,482,678 4,399,286 5,482,678 4,399,286
4,374,113 4,130,267 4,374,113 4,130,267
779,181 748,673 779,181 748,673
1,402,596 1,149,988 1,402,596 1,149,988
38,263,956 40,493,417 12,038,568 10,428,214 50,302,524 50,921,631
4,746,616 8,140,584 2,874,653 4,969,662 7,621,269 13,110,246

127,496 102,396 (127,496) (102,396)

4,874,112 8,242,980 2,747,157 4,867,266 7,621,269 13,110,246
150,176,211 149,469,889 99,808,619 94,941,353 249,984,830 244,411,242
(7,536,658) - (7,536,658)
155,050,323 $ 150,176,211 $ 102,555,776 $ 99,808,619 $ 257,606,099 $ 249,984,830

19



CITY OF EL PASO DE ROBLES

Management’s Discussion and Analysis, continued

Fiscal Year Ended June 30, 2009

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The fund balance at fiscal year-end for the City’s general fund of $8.4 million is an overall decrease of $213,589 over last year.
The Traffic Mitigation Development fund shows an increase in fund balance of $142,524 from the prior fiscal year.

The Public Facilities Development fund shows an increase in fund balance of $356,080.

The Highway 101/46 West Community Facilities District has a negative fund balance as a result of property acquisitions for the
interchange and road re-alignments in prior fiscal years.

The Measure D GO Bonds debt service fund shows an increase of $420,903 in fund balance, as a result of tax receipts exceeding
debt service obligations.

The Redevelopment Agency debt service fund shows an increase of $987,155 in fund balance from the prior fiscal year resulting from
property tax receipts.

DEBT ADMINISTRATION

Debt considered a liability of governmental activities decreased in FY 2008-09 by $1,974,151 due to normal amortization,
compensated absences decreased $17,017, and closure/postclosure liability increased $154,188. Per capita debt outstanding
decreased to $1,645 for FY 2008-09 down from $1,767 for FY 2007-08.

Debt considered a liability of business-type activities decreased in FY 2008-09 by $161,747 due to normal amortization. Per capita
debt outstanding decreased to $249 for FY 2008-09 down from $263 for FY 2007-08.

20



CITY OF EL PASO DE ROBLES
Management’s Discussion and Analysis, continued
Fiscal Year Ended June 30, 2009

A schedule of outstanding debt is presented below.

Balance Incurred or Satisfied or Balance
July 1, 2008 Issued Matured June 30, 2009

Governmental Activities:
Leases payable $ 5,264,982 §$ - $ 290,349 $ 4,974,633
Compensated absences 2,249,275 17,017 2,232,258
Closure/postclosure liability 1,438,921 154,188 1,593,109
General obligation bonds payable 36,159,473 1,630,973 34,528,500
Redevelopment bonds payable 6,120,000 190,000 5,930,000

Total governmental activities $ 51,232,651 $ 154,188 $ 2,128,339 $ 49,258,500
Business-type Activities:
Compensated absences $ 139,824 $ 28253 $ -3 168,077
Revenue bonds payable 7,485,000 190,000 7,295,000

Total business-type activities $ 7,624,824 $ 28,253 $ 190,000 $ 7,463,077

CASH MANAGEMENT

To obtain flexibility in cash management, the City employs a pooled cash system (reference Note 2 in the notes to the basic financial
statements). Under the pooled cash concept, the City invests the cash of all funds with maturities planned to coincide with cash
needs. ldle cash is invested in certain eligible securities as constrained by law and further limited by the City's Investment Policy. The
goals of the City's Investment Policy are safety, liquidity, and yield.

21



CITY OF EL PASO DE ROBLES
Management’s Discussion and Analysis, continued
Fiscal Year Ended June 30, 2009

CAPITAL ASSETS

The capital assets of the City are those assets, which are used in the performance of the City’s functions including infrastructure
assets. At June 30, 2009, net capital assets of the governmental activities totaled $169 million and the net capital assets of the
business-type activities totaled $74.6 million. Depreciation on capital assets is recognized in the government-wide financial
statements. The City has elected to depreciate its infrastructure assets. In order to depreciate the infrastructure assets, an estimated
useful life for each type of asset was determined using engineering standards, as well as discussions with City staff regarding the
City’s maintenance program for each asset type. This allowed the estimated useful life of each asset type to be tailored to include the
unique attributes of the City of El Paso Robles.

The following table presents summary information on the City’s capital assets.

Original Accumulated Book
Cost Depreciation Value
Capital Assets - Governmental Activities:
Land, Buildings, Equipment,
CIP, and Infrastructure $ 223,264,759 $ 54,056,993 $ 169,207,766
Capital Assets - Business-type Activities:
Land, Buildings, Equipment,
CIP, and Infrastructure $ 118,557,237 $ 44,002,617 $ 74,554,620
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GENERAL FUND BUDGETARY HIGHLIGHTS

Comparing the FY 09 original budget (or adopted) general fund budget amount of $29 million to the final budget amount of $30 million
shows a net increase of $977,000. Included in this figure is $110,700 in prior year carry forward, $54,500 in funds to complete the
design for repair of the city hall parking lot, $445,000 Carnegie Library earthquake repairs, and $366,800 for installation of a
monitoring well at the landfill and landfill master plan. City Council approved all budget supplemental changes to the original budget.

Original Budget +  Supplemental Changes Final Budget

$ 29,028,900 + $ 977,000

$ 30,005,900

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The key assumptions in the general fund revenue forecast for fiscal year 2008-09 were re-visited during the year and the following
recommended actions were implemented to deal with the dramatic slowdown of the national and local economy:

Vacant budgeted positions remain unfilled

Vacancies from employee attrition remain unfilled unless deemed critical to the operations of the City
Elimination of temporary or contract employees

Eliminate annual security contract at Barney Schwartz Park

Reduce janitorial services by $200,000 annually in FY2009

Implementation of City layoff prevention plan including a city-wide hiring freeze

The City’s year end results of the last nine fiscal years (2001 through 2009) have increased the general fund’s fund balance by nearly
$5.6 million. The City’s FY 10 budget includes the following recommended actions to deal with the continued slowdown of the
national and local economy:

¢ Implementation of City layoff prevention plan including a city-wide hiring freeze and retirement incentive
e Vacant budgeted positions remain unfilled
e Vacancies from employee attrition remain unfilled unless deemed critical to the operations of the City
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Continue elimination of temporary or contract employees

Continue elimination of annual security contract at Barney Schwartz Park
Continue reduction of janitorial services

Continue Town Centre master plan

Complete review of all contractual services to evaluate their needs

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a general overview of the
City’s finances and to show the City’s accountability for the money it receives. If you have questions about this report, separate
reports of the City’s component units or need any additional financial information, contact the Office of Administrative Services at 821
Pine Street, Suite A, Paso Robles, California, 93446, phone 805-237-3999 or e-mail finance@prcity.com.
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STATEMENT OF NET ASSETS AND STATEMENT OF ACTIVITIES

The Statement of Net Assets and the Statement of Activities statements required by Governmental Accounting Standards Board
Statement No. 34 (GASB 34). Their purpose is to summarize the entire City’s financial activities and financial position. They are
prepared on the same basis as is used by most businesses, which means they include all the City’s assets and all its liabilities, as
well as all its revenues and expenses. This is known as the full accrual basis - the effect of all the City’s transactions is taken into
account, regardless of whether or when cash changes hands.

The Statement of Net Assets reports the difference between the City’s total assets and the City’s total liabilities, including all the City’s
capital assets and all its long-term debt. The Statement of Net Assets presents similar information to the old balance sheet format,
but presents it in a way that focuses the reader on the composition of the City’s net assets, by subtracting total liabilities from total
assets.

The Statement of Net Assets summarizes the financial position of the City’s Governmental Activities in a single column, and the
financial position of all the City’s Business-type Activities in a single column; these columns are followed by a Total column that
presents the financial position of the entire City.

The City’s Governmental Activities include the activities of its General Fund, along with all its Special Revenue, Capital Projects, and
Debt Service Funds. The City’s Business-type Activities include all its Enterprise Fund activities.

The Statement of Activities reports increases and decreases in the City’s net assets. It is also prepared on the full accrual basis,
which means it includes all the City’s revenues and all its expenses, regardless of when the cash changes hands. This differs from
the “modified accrual” basis used in the fund financial statements, which reflect only current assets, current liabilities, available
revenues, and measurable expenditures.

The format of the Statement of Activities differs considerably from those prepared in the past. It presents the City’s expenses first,
listed by program, and follows these with the expenses of its business-type activities. Program revenues - that is, revenues which are
generated directly by these programs - are then deducted from program expenses to arrive at the net expense of each governmental
and business-type program. The City’s general revenues are then listed in the Governmental Activities or Business-type Activities
column, as appropriate, and the Change in Net Assets is computed and reconciled with the Statement of Net Assets.

Both these Statements include the financial activities of the City and the Redevelopment Agency of the City of El Paso de Robles,

which is legally separate but is a component unit of the City because it is controlled by the City, which is financially accountable for
the Agency’s activities.
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ASSETS
Cash and investments
Accounts receivable
Interest receivable
Inventory
Loan contracts receivable
Internal balances
Prepaid expenses
Land
Buildings and improvements
Equipment
Construction in progress
Infrastructure
Accumulated depreciation
Bond issuance deferred charges

Total Assets

LIABILITIES
Accounts payable
Accrued payroll expenses
Interest payable
Customer deposits
Deferred revenue
Prepaid revenues
Long term debt
Due within one year
Due in more than one year

Total Liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for low and moderate housing

Unrestricted

Total net assets

CITY OF EL PASO DE ROBLES
STATEMENT OF NET ASSETS
JUNE 30, 2009

Governmental Activities Business-type Activities Total
$ 35,484,074  $ 30,277,024 65,761,098
4,451,138 1,706,764 6,157,902
361,798 361,798
68,468 68,468
1,530,473 1,530,473
(4,686,415) 4,686,415
523,479 523,479
16,287,573 8,389,465 24,677,038
47,945,236 89,445,702 137,390,938
7,679,461 4,582,401 12,261,862
4,217,568 16,139,669 20,357,237
147,134,921 147,134,921
(54,056,993) (44,002,617) (98,059,610)
2,372,199 226,609 2,598,808
209,244,512 111,519,900 320,764,412
1,226,697 1,154,463 2,381,160
895,629 197,257 1,092,886
798,154 27,524 825,678
204,300 121,803 326,103
1,598,483 1,598,483
212,426 212,426
2,055,511 195,000 2,250,511
47,202,989 7,268,077 54,471,066
54,194,189 8,964,124 63,158,313
126,146,832 67,486,229 193,633,061
2,170,711 2,170,711
26,732,780 35,069,547 61,802,327
$ 155,050,323 102,555,776 257,606,099

The notes to the financial statements are an integral part of this statement
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Governmental Activities:

General government

Public safety

Public works

Library and recreation services
Community development
Interest on long-term debt

Total Governmental Activities
Business-type Activities:
Water operations
Sewer operations
Airport operations
Transit operations

Total Business-type Activities

Total primary government

The notes to the financial statements are an integral part of this statement

CITY OF EL PASO DE ROBLES
STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Program Revenues

Net (Expense) Revenue and Changes in Net Assets

Primary Government

Operating Net Net
Charges for Contributions and Capital Governmental Business-type
Expenditures Services Grants Contributions and Grants Activities Activities Total
$ 2664573 % 39,648 $ - % - $ (2,624,925) $ - $  (2,624,925)
14,644,352 922,764 3,662 (13,717,926) (13,717,926)
10,372,489 340,091 2,578,156 (7,454,242) (7,454,242)
4,380,035 710,085 (3,669,950) (3,669,950)
3,812,797 2,094,258 (1,718,539) (1,718,539)
2,389,710 (2,389,710) (2,389,710)
38,263,956 4,106,846 2,581,818 (31,575,292) (31,575,292)
5,482,678 4,008,362 2,707,230 1,232,914 1,232,914
4,374,113 4,495,292 270,728 391,907 391,907
779,181 121,382 (657,799) (657,799)
1,402,596 149,782 (1,252,814) (1,252,814)
12,038,568 8,774,818 2,977,958 (285,792) (285,792)
$ 50,302,524 $ 12,881,664 $ - $ 5,659,776 (31,575,292) (285,792) (31,861,084)
General Revenues and Transfers:
Taxes:
Property taxes 18,423,566 49,304 18,472,870
Sales taxes 6,702,166 6,702,166
Other taxes 5,027,312 5,027,312
From other agencies 2,610,537 1,384,327 3,994,864
Licenses and permits 432,448 432,448
Other 1,255,776 90,646 1,346,422
Uses of money and property 1,870,103 1,636,168 3,506,271
Transfers in/(out) 127,496 (127,496)
Total general revenues and transfers 36,449,404 3,032,949 39,482,353
Change in net assets 4,874,112 2,747,157 7,621,269
Net assets beginning of fiscal year 150,176,211 99,808,619 249,984,830

Net assets end of fiscal year
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GOVERNMENTAL FUNDS FINANCIAL STATEMENTS

GASB 34 revises the format of the Fund Financial Statements so that only individual major funds are presented, while non-major
funds are combined in a single column. Major funds are defined generally as having significant activities or balances in the current
year. No distinction is made between fund types and the practice of combining like funds and presenting their totals in separate
columns (Combined Financial Statements) has been discontinued, along with the use of the General Fixed Assets and General
Long-Term Debt Groups of Accounts.

The Governmental funds described below were determined to be Major Funds in the City this fiscal year. Individual non-major
funds may be found in the Supplemental section.

General Fund
The general fund is the general operating fund of the City. Itis used to account for all financial resources except those to be
accounted for in another fund.

Traffic Mitigation Development Fund
This fund accounts for fees assessed and collected upon the issuance of a City building permit.
Funds are used for bridge, road and signal improvements needed to serve new growth.

Public Facilities Development Fund
This fund accounts for fees assessed and collected upon the issuance of a City certificate of occupany.
Funds are used to construct public facilities.

Highway 101/46 West Community Facilities District Fund
The fund acocunts for the improvements to the Highway 101/46 West interchange and road re-alignments.

Measure D GO Bonds Debt Service Fund
This fund accounts for long-term debt service transactions relating to a variety of infrastructure projects funded by voter approved
Measure D General Obligation Bonds.

Redevelopment Agency Debt Service Fund

This fund accounts for long-term debt service transactions relating to the acquisition and improvements of interim city hall and the
repayment of short-term cash advances owed to the City of El Paso de Robles' general fund.
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ASSETS

Cash and cash equivalents

Cash and investments with fiscal agent

Accounts receivable
Interest receivable

Loan contracts receivable
Prepaid items

Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable
Accrued payroll expenses
Compensated absences
Deposits due to others
Loan contracts payable
Deferred revenues
Prepaid revenues

Total Liabilities

Fund Balances:
Reserved:
Loan contracts receivable
Prepaid items
Unreserved/Designated
Unreserved/Undesignated

Total Fund Balances

Total Liabilities and Fund Balances

CITY OF EL PASO DE ROBLES

GOVERNMENTAL FUNDS
BALANCE SHEET
JUNE 30, 2009

Traffic Mitigation  Public Facilities Hwy 101/46 West Measure D GO Redevelopment Other
Development Development ~ Community Facilities Bonds Debt Agency Debt Governmental

General Fund Fund Fund District Service Fund Service Fund Funds Totals
$ 5,000665 $ 1441524 $ 7,086,410 $ - $ 6,699,648 $ 819,986 $ 13,146,489 $ 34,194,722
877,218 412,134 1,289,352
2,946,217 196,003 164,457 1,144,461 4,451,138
361,798 361,798
2,261,833 9,658,330 8,154,214 1,530,473 21,604,850
70,410 205,000 275,410
$ 10,640,923 $§ 11,099,854 $ 15,240,624 $ - $ 6,895,651 §$ 2,066,661 $ 16,233,557 $ 62,177,270
$ 465750 $ 72,546 $ 1453  $ 13,808 $ - 3 -3 673,140 $ 1,226,697
852,971 42,658 895,629
50,000 50,000
204,300 204,300
4,686,415 9,560,374 8,154,214 2,359,789 24,760,792
496,341 1,056,866 1,575,749 3,128,956
212,426 212,426
2,281,788 5,815,827 1,453 9,574,182 8,154,214 4,651,336 30,478,800
2,261,833 9,658,330 8,154,214 1,530,473 21,604,850
70,410 205,000 275,410
7,084,957 7,084,957
6,026,892 (4,374,303) (9,574,182) 6,895,651 (6,292,553) 10,051,748 2,733,253
8,359,135 5,284,027 15,239,171 (9,574,182) 6,895,651 (6,087,553) 11,582,221 31,698,470
$ 10,640,923 $§ 11,099,854 $ 15,240,624 $ - $ 6,895,651 §$ 2,066,661 $ 16,233,557 $ 62,177,270

The notes to the financial statements are an integral part of this statement
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CITY OF EL PASO DE ROBLES
GOVERNMENTAL FUNDS
Reconciliation of the Governmental Funds - Balance Sheet
to the Statement of Net Assets
June 30, 2009

Fund balances of governmental funds

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

Capital assets net of depreciation have not been included as financial
resources in governmental fund activity

Other post employment benefits prepaid expense

Deferred revenue

Accrued closure and postclosure costs added to long term debt
Bond issuance deferred charges

Interest payable

Lease contracts payable

Bonds and certificates of participation payable

Compensated absences

Net assets of governmental activities

The notes to the financial statements are an integral part of this statement
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$ 31,698,470

169,207,766

248,069
1,530,473
(1,593,109)
2,372,199
(798,154)
(1,329,633)
(44,103,500)

(2,182,258)

$ 155,050,323



Revenues:

Taxes

Licenses and permits

Fines and forfeitures

Uses of money and property
From other agencies
Charges for current services
Other

Total Revenues

Expenditures:
General government
Public safety
Public works
Library and recreation services
Community development
Interest
Principal
Paying agent fees
Capital outlay
Fiscal agreements payments

Total Expenditures

Excess revenues over
(under) expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out

Total Other Financing Sources (Uses)

Net Change in Fund Balances
Fund Balances - July 1

Fund Balances - June 30

CITY OF EL PASO DE ROBLES
GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Traffic Mitigation Public Facilities Highway 101/46 West Measure D GO Redevelopment Other
Development Development Community Facilities Bonds Debt Agency Debt Governmental
General Fund Fund Fund District Service Fund Service Fund Funds Totals
$ 20,575,294 $ - 8 -3 - $ 3,301,421 $ 3,914,071 $ 2,362,258 $ 30,153,044
770,006 770,006
335,345 335,345
1,018,030 68,380 226,465 199,612 81,373 448,702 2,042,562
1,391,011 65,609 2,604,623 4,061,243
1,405,734 1,250,383 241,719 315,208 3,213,044
164,455 340,015 749,503 1,253,973
25,659,875 1,318,763 468,184 3,566,642 4,335,459 6,480,294 41,829,217
2,190,142 141,240 2,331,382
13,464,082 458,842 13,922,924
4,537,945 109,163 2,036,851 6,683,959
3,964,380 76,034 4,040,414
1,281,373 189,499 118,262 1,100,664 2,689,798
63,901 294,692 1,512,139 315,894 203,421 2,390,047
195,349 1,630,973 190,000 95,000 2,111,322
2,627 3,000 2,250 7,877
1,563,187 1,176,239 2,941 2,057,060 4,799,427
1,699,267 1,699,267
27,260,359 1,176,239 112,104 484,191 3,145,739 2,326,423 6,171,362 40,676,417
(1,600,484) 142,524 356,080 (484,191) 420,903 2,009,036 308,932 1,152,800
1,633,050 2,399,414 4,032,464
(246,155) (1,021,881) (2,636,932) (3,904,968)
1,386,895 (1,021,881) (237,518) 127,496
(213,589) 142,524 356,080 (484,191) 420,903 987,155 71,414 1,280,296
8,572,724 5,141,503 14,883,091 (9,089,991) 6,474,748 (7,074,708) 11,510,807 30,418,174
$ 8,359,135  § 5,284,027 $§ 15,239,171 $ (9,574,182) $ 6,895,651 $ (6,087,553) $ 11,582,221 $ 31,698,470

The notes to the financial statements are an integral part of this statement
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CITY OF EL PASO DE ROBLES
GOVERNMENTAL FUNDS
Reconciliation of the Net Change in Fund Balances
with the Statement of Activities
For the Fiscal Year Ended June 30, 2009

Net change in fund balances - total governmental funds $ 1,280,296

Amounts reported for governmental acitivities in the statement of activities differs
from the amounts reported in the statement of activities because:

Governmental funds report capital outlays as expenditures. However in the Statement
of Activities, the costs of those assets are not included but instead increase the capital assets
on the statement of net assets 6,003,672

Loss on disposal of capital assets (2,049)

Governmental funds do not report depreciation as an expense. However, in the Statement
of Activities, depreciation is recorded as an expense (5,093,610)

In governmental funds, net OPEB asset has not been included in financial resources 248,069
we amoritized over the bond life in the statement of activities

Repayment of long-term debt (bond principal, certificates of participation, and capital lease) is an expenditure

in the governmental funds, but the repayment reduces long-term liabilities in the statement of net assets 2,111,322
CDBG / RDA increase in loans receivables 600,000
Interest payable increase 3,124
Postclosure change in long term liability (154,188)
Current year bond issuance amortization (139,541)
To record as an expense the net changes in compensated absences in the Statement of Activities 17,017
Change in net assets of governmental activities $ 4,874,112

The notes to the financial statements are an integral part of this statement
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CITY OF EL PASO DE ROBLES
GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Budgeted Amounts

Variance with Final

Budget
Original Final Actual Positive/(Negative)
Revenues:
Taxes $ 24,465,300 $ 24,465,300 $ 20,575,294 $ (3,890,006)
Licenses and permits 1,054,500 1,054,500 770,006 (284,494)
Fines and forfeitures 323,000 323,000 335,345 12,345
Uses of money and property 428,100 794,900 1,018,030 223,130
From other agencies 1,000,800 1,000,800 1,391,011 390,211
Charges for current services 1,643,400 1,643,400 1,405,734 (237,666)
Other 50,000 50,000 164,455 114,455
Total Revenues 28,965,100 29,331,900 25,659,875 (3,672,025)
Expenditures:
Current:
General government 2,185,600 2,260,500 2,190,142 70,358
Public safety 15,226,400 15,226,400 13,464,082 1,762,318
Public works 5,201,000 5,663,300 4,537,945 1,125,355
Library & recreation services 4,527,600 4,527,600 3,964,380 563,220
Community development 1,554,200 1,569,400 1,281,373 288,027
Debt service 259,200 259,200 259,250 (50)
Capital outlay 74,900 499,500 1,563,187 (1,063,687)
Total Expenditures 29,028,900 30,005,900 27,260,359 2,745,541
Excess revenues over (under) expenditures (63,800) (674,000) (1,600,484) (926,484)
Other financing sources (uses):
Operating transfers in 769,400 1,048,900 1,633,050 584,150
Operating transfers out (536,700) (536,700) (246,155) 290,545
Total other financing sources (uses) 232,700 512,200 1,386,895 874,695
Excess revenues and other sources over (under)
expenditures and other uses 168,900 (161,800) (213,589) (51,789)
Fund Balance - July 1 8,572,724 8,572,724 8,572,724
Fund Balance - June 30 $ 8,741,624 $ 8,410,924 $ 8,359,135 §$ (51,789)

The notes to the financial statements are an integral part of this statement
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PROPRIETARY FUNDS FINANCIAL STATEMENTS

Proprietary funds account for City operations financed and operated in a manner similar to a private business enterprise.
The intent of the City is that the cost of providing goods and services be financed primarily through user charges.

The concept of major funds established by GASB Statement No. 34 extends to Proprietary Funds. The City has identified
the funds below as major proprietary funds in the current fiscal year.

GASB Statement No. 34 does not provide for the disclosure of budget versus actual comparisons regarding proprietary funds.

Water Operations Fund

This fund is used to account for the operation and maintenance of the City's water production, transmission, and distribution system,
and includes accounting for water connections, Nacimiento water project, and Nacimiento water treatment.

Sewer Operations Fund

This fund is used to account for the operation and maintenance of the City's sewer collection and treatment system.

Airport Operations Fund

This fund is used to account for the operation and maintenance of the City's airport.

Transit Operations Fund

This fund is used to account for the operation and maintenance of the City's dial-a-ride and fixed route transit systems funded
from Transportation Development Act funds.
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ASSETS

Current Assets:
Cash and cash equivalents
Cash and investments with fiscal agent
Accounts receivable
Inventory
Total Current Assets

Capital Assets:
Plant, property and equipment
Less accumulated depreciation
Net Book Value

Long-term Assets:
Unamortized bond discount and issue costs
Loans receivable - non current portion

Total Long-term Assets

Total Assets

The notes to the financial statement are an integral part of this statement

CITY OF EL PASO DE ROBLES
PROPRIETARY FUNDS

STATEMENT OF FUNDS NET ASSETS

JUNE 30, 2009

Business-type Activities - Enterprise Funds

Water Sewer Airport Transit
Operations Operations Operations Operations Totals

$ 22,525,003 $ 5,949,198 $ 1,547,468 $ 255,353 $ 30,277,022
2 2
655,954 781,411 30,724 238,675 1,706,764
68,468 68,468
23,249,425 6,730,611 1,578,192 494,028 32,052,256
44,389,231 53,178,568 19,855,683 1,133,755 118,557,237
16,419,576 19,815,728 7,225,619 541,694 44,002,617
27,969,655 33,362,840 12,630,064 592,061 74,554,620
226,609 226,609
4,686,415 4,686,415
4,913,024 4,913,024
$ 51,219,080 $ 45,006,475 $ 14,208,256 $ 1,086,089 $ 111,519,900
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LIABILITIES

Current Liabilities:
Accounts payable
Accrued payroll expenses
Accrued interest expense
Customer deposits
Bond principal payable - current portion
Total Current Liabilities

Long-term Liabilities:
Compensated absences
Bond principal payable, net - less current portion
Total Long-term Liabilities

NET ASSETS
Invested in capital assets, net of related debt

Unrestricted

Total Net Assets

CITY OF EL PASO DE ROBLES
PROPRIETARY FUNDS
STATEMENT OF FUNDS NET ASSETS
JUNE 30, 2009

Business-type Activities - Enterprise Funds

Water Sewer Airport Transit
Operations Operations Operations Operations Totals
$ 309,006 $ 742,111 $ 24552 $ 78,794 $ 1,154,463
108,048 73,681 10,653 4,875 197,257
27,524 27,524
117,570 4,233 121,803
195,000 195,000
534,624 1,042,549 35,205 83,669 1,696,047
78,583 72,325 15,669 1,500 168,077
7,100,000 7,100,000
78,583 7,172,325 15,669 1,500 7,268,077
27,969,655 26,294,449 12,630,064 592,061 67,486,229
22,636,218 10,497,152 1,527,318 408,859 35,069,547
$ 50,605,873 $ 36,791,601 $ 14,157,382 $ 1,000,920 $ 102,555,776

The notes to the financial statements are an integral part of this statement

36



CITY OF EL PASO DE ROBLES
PROPRIETARY FUNDS
STATEMENT OF REVENUE, EXPENSES, AND CHANGES IN FUNDS NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Business-type Activities - Enterprise Funds

Water Sewer Airport
Operations Operations Operations Transit Operations Totals
Operating Revenues:
Charges for current services $ 3,957,618 $ 4495292 $ 121,382 $ 149,782 $ 8,724,074
Rents and leases 549,815 549,815
Other 27,787 113,603 141,390
Total operating revenues 3,985,405 4,608,895 671,197 149,782 9,415,279
Operating expenses:
Maintenance, operations, and administration 4,535,373 2,929,406 413,562 1,084,975 8,963,316
Depreciation and amortization 947,305 1,109,724 365,619 116,405 2,539,053
Total operating expenses 5,482,678 4,039,130 779,181 1,201,380 11,502,369
Operating income (loss) (1,497,273) 569,765 (107,984) (1,051,598) (2,087,090)
Non-operating revenues (expenses):
Taxes 49,304 49,304
Revenues from other agencies 304,040 94,132 986,155 1,384,327
Interest revenue 787,756 246,712 48,287 3,598 1,086,353
Loss on disposal of capital assets (5,193) (5,193)
Contributions to other agencies (196,023) (196,023)
Interest expense (334,983) (334,983)
Total non-operating revenues (expenses) 787,756 215,769 191,723 788,537 1,983,785
Income before transfers and capital contributions (709,517) 785,534 83,739 (263,061) (103,305)
Transfers out (36,498) (90,998) (127,496)
Capital contributions 29,120 30,180 59,300
Capital contribution - Nacimiento project 2,173,411 2,173,411
Capital contribution - Nacimiento water treatment 41,575 41,575
Connection fees 463,124 240,548 703,672
Change in net assets 1,961,215 965,264 83,739 (263,061) 2,747,157
Total net assets - July 1 48,644,658 35,826,337 14,073,643 1,263,981 99,808,619
Total net assets - June 30 $ 50,605,873 $ 36,791,601 $ 14,157,382 $ 1,000,920 $ 102,555,776

The notes to the financial statements are an integral part of this statement
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CITY OF EL PASO DE ROBLES
COMBINING STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

Cash Flows from Operating Activities:
Receipts from customers and users
Payments to suppliers
Payments to employees

Net cash provided (used) by operating activities

Cash Flows from Capital and Related Financing Activities:
Revenues from other agencies
Acquisitions of capital assets
Loan/lease principal paid
Interest paid on long term debt
Contributed capital received
Net cash provided (used) by capital and related financing activities

Cash Flows from Non-capital and Related Financing Activities:
Operating transfers in/(out)
Taxes
Contributions to others

Net cash provided (used) by non-capital financing sources

Cash Flows from Investing Activities:
Interest on investments
Loan contract receivable
Net cash provided by investing financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) in Operating Activities:

Operating income (loss)

Adjustments to reconcile net operating income (loss)

Add depreciation and amortization

Change in operating assets and liabilities:
(Increase) decrease in accounts receivable
(Increase) decrease in inventory
Increase (decrease) in accounts payable
Increase in accrued payroll expenses
Increase (decrease) in compensated absences
Increase (decrease) in customer deposits

Net cash provided (used) by operating activities

Business-type Activities - Enterprise Funds

Water Sewer Airport Transit
Operations Operations Operations Operations Totals

$ 4,131,939 $ 4,285,107 $ 665,821 $ 150,719 § 9,233,586
(3,341,858) (1,138,654) (226,692) (978,722) (5,685,926)
(1,603,673) (1,177,256) (186,127) (118,282) (3,085,338)
(813,592) 1,969,197 253,002 (946,285) 462,322
304,040 94,132 1,236,885 1,635,057
(2,399,852) (9,467,008) (71,523) (140,113) (12,078,496)
(190,000) (190,000)
(336,016) (336,016)
2,678,110 240,548 2,918,658
278,258 (9,448,436) 22,609 1,096,772 (8,050,797)
(36,498) (90,998) (127,496)
49,304 49,304
(196,022) (196,022)
(36,498) (90,998) 49,304 (196,022) (274,214)
787,756 246,712 48,287 3,598 1,086,353
625,191 625,191
787,756 871,903 48,287 3,598 1,711,544
215,924 (6,698,334) 373,202 (41,937) (6,151,145)
22,309,079 12,647,534 1,174,266 297,290 36,428,169
$ 22,525,003 $ 5,949,200 $ 1,547,468 $ 255,353 $ 30,277,024
$ (1,497,273) $ 569,765 $ (107,984) $ (1,051,598) $ (2,087,090)
947,305 1,109,724 365,619 116,405 2,539,053
135,353 (323,788) (5,376) (193,811)
(2,144) (2,144)
(461,173) 593,005 (671) (11,914) 119,247
31,914 14,106 423 255 46,698
21,246 6,385 991 (370) 28,252
11,180 937 12,117
$ (813,592) $ 1,969,197 $ 253,002 $ (946,285) $ 462,322

The notes to the financial statements are an integral part of this statement
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FIDUCIARY FUNDS

Funds held in a trustee or agency capacity for others and therefore cannot be used to support the government's own programs.
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CITY OF EL PASO DE ROBLES

FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET ASSETS
JUNE 30, 2009
Agency Funds
Assets

Cash and investments $ 1,195,381
Accounts receivable 49,311
Total Assets 1,244,692

Liabilities
Accounts payable 64,177
Accrued salaries and benefits payable 5,377
Customer deposits 664,671
Due to others 510,467
Total Liabilities 1,244,692

Net Assets

Unrestricted

Total Net Assets $ -

The notes to the financial statements are an integral part of this statement
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CITY OF EL PASO DE ROBLES

Index to Notes
June 30, 2009

to the Basic Financial Statements

1. Summary of Significant Accounting Policies
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3. Capital

Description of Reporting Entity

Basis of Presentation

Major Funds

Basis of Accounting

Budget and Budgetary Accounting
Compensated Absences

Cash and Cash Equivalents

Inventories and Prepaid ltems

Property Taxes

Use of Estimates

Receivables a