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City of Salinas

Finance Department < 200 Lincoln Avenue <« Salinas, California 93901-2639 < (831) 758-7317

January 23, 2012

Honorable Mayor and Members of the City Council
City of Salinas, California

We are pleased to submit the City of Salinas (@g3ic Financial Statements for the fiscal year
ended June 30, 2011. The financial statementspaasented in conformity with generally
accepted accounting principles (GAAP) and are addih accordance with generally accepted
auditing standards.

Responsibility for the accuracy of the data andftheness of presentation, including all notes
and disclosures, rests with the City. We believedata presented in this report is accurate in all
material respects and all statements and disclesweessary for the reader to obtain a thorough
understanding of the City’s financial activitiesveabeen included. Management of the City has
established a comprehensive internal control fraonkwhat is designed both to protect the
City’s assets from loss, theft, or misuse and tmmite sufficient reliable information for the
preparation of the City’s financial statements anformity with GAAP. Because the cost of
internal controls should not outweigh their bersefihe City’'s comprehensive framework of
internal controls has been designed to provideorestsle rather than absolute assurance that the
financial statements will be free from material stésdements.

While traditionally addressed to the governing bofithe City, this report is intended to provide
relevant financial information to the residencestlod City of Salinas, City staff, creditors,
investors and other concerned readers. We ena@alhgeaders to contact the Department of
Finance with any questions or comments concerthisgéeport.

McGilloway, Ray, Brown & Kaufman, a firm of cert#dl public accountants have audited the
City’s financial statements. The goal of the indegent audit was to provide reasonable
assurance that the financial statements of the fGityhe fiscal year ended June 30, 2011, are
free of material misstatements. The independentt andolved examining, on a test basis,
evidence supporting the amounts and disclosurethenfinancial statements, assessing the
accounting principles used and significant estisiatede by management, and evaluating the
overall financial statement presentation. Basednupiee audit, the independent auditors
concluded that there was reasonable basis for reigdan unqualified opinion that the City’'s
financial statements for the fiscal year ended BMe2011, are fairly presented in conformity
with GAAP. The independent auditor’s report is geneted as the first component of the
financial section of this report.

The independent audit of the financial statemeftth® City was part of a broader, federally

mandated “Single Audit” designed to meet the spew@ds of federal grantor agencies. The
standards governing Single Audit engagements redo@ independent auditor to report not only
on fair presentation of the financial statements, dlso on the government’s internal controls
and compliance with legal requirements, with sdeemphasis on internal controls and legal

requirements involving the administration of fedexaards. These reports are available in the
City’s separately issued Single Audit Report.



GAAP requires that management provide a narratieduction, overview, and analysis to
accompany the basic financial statements in tha fofr Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed complement the MD&A and should be read in
conjunction with it. The City's MD&A can be founidhmediately following the report of the
independent auditors.

This report is divided into two sections:

* Thelntroductory Section includes this letter of transmittal and an orgamarel overview
of the City government.

 The Financial Section consists of the independent auditors’ report, Nenaent's
Discussion and Analysis, Basic Financial Statemesmksch include the Government-Wide
Financial Statements, Fund Financial StatementstedNdo Financial Statements and
Required Supplementary Information and other Suppigary Information.

The Reporting Entity and Its Services

In defining the reporting entity, we have includdee City’'s component unit, the Salinas
Redevelopment Agency, because the City Councilfimascial accountability for this entity.
Please refer to the Notes to Financial Statements more detailed discussion of the component
units. There are no other governmental units awvbich the City Council has financial
accountability.

The City of Salinas acts as fiscal agent for Sentiouse and the Second Chance Youth
Program. Therefore, the financial information oésh agencies is included in the Fiduciary
Funds in the accompanying financial statements.

The City of Salinas was incorporated as a charigrdh March 4, 1874, and operates under the
Council-Manager form of government. The City isygmed by a six member Council elected

by districts for four-year alternating terms anilayor elected at large for a two-year term. The
Council appoints the City Attorney and the City Mger who is responsible for day-to-day

administration of the City under the policy directiof the Council.

The City of Salinas is in the county seat of Moage€ounty, and is located in the Central Coast
region of California, 17 miles inland from the Mergy Bay, 325 miles north of Los Angeles
and 106 miles south of San Francisco. Salinas ¢haater City providing all typical City
services: Public safety- police and fire, Public M#émaintenance services (streets, lighting,
signals, facilities, parks and trees), developmemd permit services, current and advanced
planning and traffic and facilities engineeringpiary, Recreation and General administrative
services. Business-type City services include: aiblpal Airport, Industrial Waste system, Golf
(two municipal golf courses), Sanitary Sewer andri&tDrain systems, Water Utility and a
Parking District. The State Department of Finaregorts the City's population at 156,516, as of
January 1, 2011. The City FY 2011-12 budget inetuB42 positions authorized on a full time
equivalent basis.

Three elementary school districts, a unified highosl district and several private schools at
both the primary and secondary level operate a GitSalinas. Hartnell College, a State
Community College, offers two-year degrees and patanal certificate programs. California
State University Monterey Bay is located less th&nmmiles away on the former Fort Ord site.
Graduate studies through Golden Gate Universityntel@y Institute of International Studies
and Chapman College are available nearby. Alsdhen area are Moss Landing Marine



Laboratory, Monterey College of Law, Stanford Umsit/’s Hopkins Marine Station and San
Jose State University.

Salinas has extensive health and medical servigbstwo of Monterey County's four hospitals
located within the City. Salinas also offers @dll nursing and convalescent homes and
residential retirement facilities for seniors, asllvas over 220 practicing physicians.

Fire protection and basic and advanced life supa@tprovided by the City's full service Fire
Department. Advanced life support services arevigeal by the Fire Department’s paramedic
program. The City of Salinas has a well-equipgellly staffed Police Department and receives
additional support, as required, from the Monte@Gounty Sheriff's Office and other regional,
state and federal agencies as required.

The City's moderate climate encourages year-rogedoflits 550 plus acres of municipal parks,
which include golf courses, tennis courts and swingnpools. The Salinas Community Center
regularly hosts symphonies, ballets, concerts amventions. Salinas is host to the annual
Steinbeck Festival, the California Rodeo, and th&f@nia International Airshow. Salinas has a
modern California Sports Complex and the Natiortalrfbeck Center. Surrounding Salinas are
diverse recreational opportunities including beatltieaches and the world famed golf courses
of the Monterey Bay Peninsula.

As the retail hub of the Central Coast, Salinagysp wide selection and diversity in its stores.
Northridge Shopping Center contains over 120 sfigchops and four major department stores
— Macy'’s, Sears, Best Buy and J.C. Penney. HaRlerch Plaza includes Wal-Mart, Target,
Safeway, specialty stores, restaurants, and bamkatigutions. The Westridge Shopping Center
is home to Costco, Wal-Mart, Office Max, Save Mamtl a variety of national chain restaurants.
The Salinas Auto Center houses nine local dealeds its retail area hosts Home Depot,
Beverages and More, Kohl’'s, Babies-R-Us and otlpecialty stores. Additionally, Salinas'
location allows quick access to the Monterey Pan@sas well as the San Jose area.

The City utilizes various Boards and Commissionshie conduct of its affairs. Commissions
established by City Ordinance are:

* Equal Opportunity Commission

* Airport Commission

* Recreation-Parks Commission

* Library Commission

» Traffic and Transportation Commission
* Planning Commission

* Youth Commission

* Measure V Committee

Boards and Committees established by Resolutidheo€ity Council are:

* Police Community Advisory Committee
* Animal Shelter Committee

* Design Review Board

* Board of Appeals

» Grievance Advisory Board



FINANCIAL INFORMATION

The City’'s management staff is responsible for ldsthing and maintaining internal controls
that safeguard the assets of the government frem) theft, or misuse and allow the compilation
of adequate accounting data for the preparatioriinaincial statements in conformity with
Generally Accepted Accounting Principles (GAAP)teimal controls are designed to provide
reasonable, but not absolute, assurance that tigsetives are met. The concept of reasonable
assurance recognizes that the cost of a contralléhmt exceed its likely benefits and that the
evaluation of costs and benefits is subject to mameent estimates and judgments.

Single Audit

As a recipient of Federal, State and County finr@nassistance, the City is responsible for
providing assurance that adequate internal con@odsin place to ensure compliance with
applicable laws and regulations relating to thesard programs. Internal controls are subject to
periodic evaluation by management, the Office af @ity Auditor, and the City's outside

independent auditors.

As part of the City's single audit procedures,stese performed to determine the effectiveness
of the internal controls over major Federal awardgpams and the City’'s compliance with
applicable laws and regulations related to thessrdwrograms.

Accounting System and Budgetary Control

The City's accounting and budgeting records foregaingovernmental operations are maintained
on a modified accrual basis, with the revenuesgestorded when available and measurable.
Expenditures are recorded when the services orggacel received or the liabilities incurred.
Accounting and budgeting for the City's proprietamyds are maintained on the accrual basis.

The City also uses encumbrance accounting as anttienique for accomplishing budgetary
control. An encumbrance is a commitment of a futexpenditure earmarked for a particular
purpose that reduces the amount of budgetary atytherailable for general spending. At the
end of the fiscal year, encumbered appropriatioescarried forward and become part of the
following year's budget while appropriations thatvé not been encumbered lapse and are
available to be appropriated through the followiisgal year’'s budget process.

The City Council approves operating appropriatiahghe department and fund level prior to
July 1, each year and may amend the budget dunediscal year. Please refer to Required
Supplementary Information to the financial statetedar a more detailed discussion of budget
policy and control. The City continues to meetésponsibility for sound financial management
as demonstrated by the statements and scheduledaedan the financial section of this report.

Annual Financial Report

The purpose of the City's Annual Financial Repartta summarize the administrative and
operational performance of the City during the pres fiscal year. The report is intended to
highlight significant accomplishments that wereiactd during the fiscal year ended June 30,
2011 and to provide a financial analysis of Cityfpenance.



Capital Assets and Depreciation

As of June 30, 2011, capital assets, includingastfucture assets, of the City of Salinas totaled
$599.7 million; accumulated depreciation totale®@%8 million, with the difference providing
net capital assets of $304.1 million. Net capétasets of the City’'s governmental activities
(general government) are $169.5 million and netitab@mssets for the City’s business-type
activities (enterprise funds) are $134.6 million.

Capital assets include buildings, infrastructuréregts, curbs, gutters, sidewalks, bridges,
streetlights, traffic signals, etc.), improvemeatker than buildings (park improvements, etc.),
and machinery and equipment.

During FY 2010-11, depreciation expense on capiakts of the City’s governmental activities

(general government) was $8.1 million and depramia¢xpense on capital assets of the City's
business-type activities (enterprise funds) wag $éillion. Depreciation expense represents the
amount at which assets are being used-up anniialky.to budget constraints over the years, the
City has been unable to invest in the maintenaha@apital assets at anywhere near the annual
depreciation amount.

Please refer to the Notes to Basic Financial Stamesnfor a complete discussion of the City’s
Capital Assets.

Long-term Debt Payable

At June 30, 2011, the City had $89.6 million in determ debt. Long-term debt includes
liabilities for annual leave, long-term portion WWorker's Compensation claims payable, capital
leases and notes and bonds payable. While the &dnerd guarantees most of the City’'s long-
term debt, other funds, agencies or property owneke the majority of principal and interest
payments. Examples of other funds, agencies oreprpwners include, the Industrial Waste
Fund, Golf Courses Fund, the Steinbeck Center, 8amitary Sewer Fund, Salinas
Redevelopment Agency property tax increments, paysieom the Salinas Valley Solid Waste
Authority for the installment sale of Crazy Horsadifill and payments from property owners
who are included in the City’s various assessmegstticts.

Please refer to the Note 20 for a complete disonssi the City’s Long-term Debt.
Fund Financial Statements-General Governmental Reveies

The current governmental operations of the City aceounted for in the General, Special
Revenue, Debt Service, and Capital Project Fuikds.the fiscal year ended June 30, 2011, total
revenues for general governmental functions tot&letD, 940,605, a decrease of 0.7% over the
previous fiscal year.

Sales Tax

The City has a well-diversified economy and satesliase. Sales tax receipts increased for for
the first year after the three consecutive yeardeafines. The Sales tax increased $1.8 million,
or 6.4% from FY 2009-10. This growth rate is p@pected to continue into FY 2011-12 since

the spike is primarily due to the increase in gasohnd auto sales, which will not be sustained
at the current levels. Sales Tax was still thedargingle category of revenue this fiscal year
producing 26.9% of the combined governmental fuyme trevenues. Transactions and Use Tax
(Measure V) represents 8.4% of the combined govemtah fund type revenues. Measure V

transactions and use tax is a general tax ang@texl as part of the General Fund. Combined,



sales tax and transactions and use tax revenuke $®787,989 or 26.9% of General and
Measure V Fund revenues.

Sales and Measure V Tax
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The sales tax and in-lieu sales tax receivablefohra the State of California for FY 2010-11
totaled $4,230,211 and is recorded as revenuééoyadar ended June 30, 2011.

On November 8, 2005, the voters of Salinas apprdedsure V, a 0.50% transactions and use
tax. Measure V is a general tax and is reporteplaaisof the General Fund, although the tax is
accounted for in a separate sub-fund of the Geffrenadl.

Property Tax

Property Tax revenue was the second largest sofirevenue during this fiscal year, producing
19.5% of General and Measure V Fund revenues. Ryopax revenue includes Property Tax-
In-lieu of vehicle license fees (2/3 of VLF) of $93,519 that is now determined by the City’s
growth in assessed property values.

Property Tax
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Intergovernmental

Intergovernmental revenue was the third largegjlsinategory of revenue during the fiscal year
producing 16.6% of the combined governmental fuedenues. Intergovernmental revenues
consist of vehicle licenses fees (1/3 of VLF), Fatland State Public Safety Funds, Federal
Block Grants, State Gas Taxes and Federal and Statstruction Grants.

Intergovernimental
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Other Taxes

Other Taxes produced 21.3% of the combined govemtahéund type revenues. Other Taxes
include utility user’s tax, business license tad nranchise fees among others.

Taxes receivable total $8,387,921 for the year érldme 30, 2011 and are further explained in
Note 6 to the financial statements.

Revenues from various sources and the resultinggdsaover last year are shown below.
2010 vs. 2011

2011 Percent 2010 Increase/(Decrease)
Source of Revenues Amounts of Total Amounts Dollars Etdrc
Assessment District:

Taxes $ 4,717,177 43% $ 3,308,766 $ 1,408,411 42.6%
Property Tax 21,635,952 19.5% 23,090,276 (1,454,324) -6.3%
Property Tax Increment 5,924,838 5.3% 6,717,629 (792,791) -11.8%
Sales/Transaction & Use Tax 29,787,989 27.0% 27,999,763 1,788,226 6.4%
Utility User's Tax 9,033,972 8.1% 8,494,725 539,247 6.4%
Other Taxes 13,680,210 12.3% 9,639,250 4,040,960 41.9%
License & Permits 898,451 0.8% 20,081 878,370 4374.1%
Intergovernmental 18,413,589 16.6% 21,157,465 (2,743,876) -13.0%
Charges for Service 4,803,503 4.3% 7,711,811 (2,908,308) -37.7%
Interest 349,016 0.3% 661,439 (312,423) -47.2%
Growth/Dev Fees - 0.0% 1,127,512 (1,127,512) -100.0%
Fines/Forfeitures 711,717 0.6% 718,214 (6,497) -0.9%
Developer Contributions 370,013 0.3% 435,576 (65,563) -15.1%
Miscellaneous 614,178 0.6% 603,571 10,607 1.8%

TOTAL $ 110,940,60 100.04 $ 111,686,07 $ (745,473 -0.7%

Vii
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Fund Financial Statements-General Governmental Expelitures
Expenditures for governmental operations during fiteeal year ended June 30, 2011, were

$114,043,067 a net decrease of 4.7% in total expead over the previous year.

Changes in expenditures by major function are bowe:

Percent 2010 vs. 2011
of Increase/(Decrease)

Function 2011 Total 2010 Dollars Percent
General Government $ 17,742,903 15.5% 16,997,192 $ 745,711 4.4%
Public Safety 53,459,688 46.8% 53,440,957 18,731 -
Public Works 10,453,797 9.2% 12,821,310 (2,367,513) -18.5%
Recreation 2,747,255  2.4% 4,481,664 (1,734,409) -38.7%
Library 4,173,844 3.7% 4,067,137 106,707 2.6%
Parking Structure Debt 1,088,500 1.0% 1,088,700 (200) -
Subtotal Operations 89,665,987 78.6% 92,896,960 (3,230,973) -3.5%
Contribution to other Agency 65,000 0.1% - 65,000 -
Capital Outlay 15,073,310 13.2% 15,478,549 (405,239) -2.6%
Debt Service:

Principal 5,462,360 4.8% 4,331,672 1,130,688 26.1%
Interest 2,369,312 2.1% 2,665,113 (295,801) -11.1%
Suspension of Housing-Set Aside - 0.0% 940,000 (940,000) -100.0%
SERAF 459,236 0.4% 2,230,576 (1,771,340) -79.4%
Pass thru Tax 947,862  0.8% 1,099,535 (151,673) -13.8%

Total $ 114,043,06 100.0% $ 119,642,40 $ (5,599,338 -4.7%

viii
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Operating expenditures decreased by $3,230,973566 Fom $92,896,960 in FY 2009-10 to
$89,665,987 in FY 2010-11.

Every expenditures category increased in compaitigdhe previous year as a result of higher
employee costs except for Public Works and Reaeati

Principal and interest payments increased $834n&8ly due to the payment on a capital lease
for fire equipment.

Capital Outlay (Project) expenditures decreasedc 289 or 2.6% from $15,478,549 in FY
2009-10 to $15,073,310 in FY 2010-11. The fougést projects included $2,555,591 of Prop.
1B and Prop. 42 funding for the North Main Streaptovements, $1,746,611 of Federal FAA
funding, $1,065,417 rehabilitating storm sewer dinand $850,000 on the East Market Street
overlay using CDBG funding.

Business-type Activities-Enterprise Funds

Enterprise Funds are the City’s business-type ifiev(activities supported, at least in part, by
fees or charges) and include the Salinas Municdpgdort, the Industrial Waste Facility, the
Municipal Golf Courses (Fairways and Twin Creekbg Storm Sewer System, the Sanitary
Sewer System, the Hitchcock Road Water Utility, Bragking District and the Landfill Garbage
Surcharge Fund (which is used to account for tliegeds of the installment sale of the Crazy
Horse landfill to the Salinas Valley Solid Wastetharity).

The Enterprise Fund’s net assets totaled $107,3848June 30, 2011.



Internal Service Funds
Internal Service Funds are used to account forGhg's risk management program which
administers employee benefits and the City’s instgaprograms including; 1) General
Insurances-employee assistance program, unemplayclems, biennial physical exams and
property insurance; 2) Worker's Compensation sefirance program; and 3) General Liability
self-insurance program.

At June 30, 2011, the Internal Service Funds ligdsl for estimated claims payable totaled
$11,136,423, with $10,382,351 representing Workeompensation and $754,072 representing
General Liability.

Total Worker's Compensation insurance claims litibg are $12,954,399 at June 30, 2011. A
portion of the liability is reported in the Intetn&ervice Fund ($10,382,351) and a portion is
treated as long-term debt ($2,572,048). The long-tgebt portion represents future obligations
of the Worker's Compensation Plan.

Fiduciary Funds

Fiduciary Funds are used to account for assetsihdidist for others and cannot be used for
general government purposes. The City maintaingafleaving Fiduciary Funds:

Private Purpose Trust Funds include net assetso$isep of $977,528 held by the City for
Community Center and Sherwood Hall activities, MRO¥PFees, Sales Tax, Payroll Taxes,
Deposits, Construction Bonds and the like.

Pension Trust Funds held by the City of $17,776 &&employee deferred compensation funds.

Agency Funds are assets held by the City for Sertisuse, Economic Development, Salinas
Valley Enterprise Zone, Second Chance Youth Prog&merwood Hall Box Office, Employee
Cafeteria Plan and Retired Employees Health Inger&rogram. Agency assets held by the City
total $689,394.

Cash Management

In accordance with the provisions of California ®mment Code Section 53600 et. seq., the
City is restricted to certain types of legal inveshts. These investments are included in the
City’s investment policy and are approved by Citgu@cil annually. In addition, the City’'s
investment activity is reported to the City Counalonthly pursuant to the California
Government Code.

The City invests all idle funds daily. The cashnagement system of the City is designed to
monitor revenues and expenditures to ensure thesiment of monies to the fullest extent
possible. The criteria, in order of priority, feelecting investments are safety, liquidity, and
yield.

The majority of City funds (57.62% of investmentFd¥1V) are invested in the State’s Local
Agency Investment Fund (LAIF). LAIF yielded aveeareturns of .50% for fiscal year ended
June 30, 2011.

The City’s investment in certificates of deposidanvestment contracts are reported at cost,
which is fair value. While recorded at fair markeue in the financial statements, the City’s
investments are redeemable at 100% of cost.



The City’s investment in the State Local Agencydstment Fund at June 30, 2011 is as follows:

Balance at cost - June 30, 2011 $ 49,106,495
Unrealized Gain 77,415
Balance at fair value - June 30, 2011 $ 49,183,910

Please refer to the Note 4 for a complete discassiohe City’'s Cash and Investments.

Property Assessment
Assessed valuation of citywide taxable propertieslided $51.2 million to $8,310,478,479
representing a decrease of 0.6% over FY 2010-11.

The following table summarizes the growth and dediin assessed valuation.

Before Redevelopment After Redevelopment Percent
Fiscal year Increment Increment Change
2011-12 $ 8,310,478,479 $ 7,628,550,860 2.07%
2010-11 8,361,701,633 7,473,844,928 -6.36%
2009-10 8,966,761,801 7,981,760,147 -12.85%
2008-09 10,102,973,741 9,158,540,984 -6.07%
2007-08 10,645,974,648 9,750,295,032 7.05%
2006-07 9,926,023,729 9,107,918,547 9.66%
2005-06 8,806,009,783 8,305,434,488 12.64%
2004-05 7,799,653,100 7,373,407,370 10.98%
2003-04 7,045,521,979 6,643,698,145 5.71%
2002-03 6,590,542,785 6,284,551,441 10.31%
2001-02 5,989,470,269 5,697,145,117 9.08%
2000-01 5,488,912,290 5,222,902,081 9.39%
1999-00 5,029,395,502 4,774,694,999 7.08%

Source: Monterey County Tax Rate Book.
Significant Events and Accomplishments

The City had many accomplishments in the last twary as they have navigated through
significant changes and the challenge of re-thigkiow City business is done. Through the
leadership of the City Council and staff, an amgamount has been accomplished.

The City Council is committed to three basic iritias, which guide the activities of each City
department. Following is a list of accomplishmedtsing FY 2010-11 for each of the three
initiatives:
« Economic Development (Prosperity) Initiative

Community and Economic Development Department

» Finalized plan submittals for a new 105 room Hampgtm & Suites.
» Finalized plan submittals for a new Retail Shopp@enter anchored by a Lowe’s
Home Improvement Facility.
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» Salinas Enterprise Zone job vouchers surpass 2,00@re than doubling last year’s
activity. Value returned/retained by local bussesapproaches $8,000,000.
Construction of a new auto dealership sales faslit

Renovation of original Wal-Mart and opening of seddacility.

Reduction of General Fund financial support of BHeemit Center by approximately

$500,000, due to efficiency improvements and feeciases.

» Amendment of Boronda Crossing Specific Plan tovalloajor retail use in lieu of
auto sales.

» Provided funding for acquisition and rehabilitatioha 40-unit, multi-family rental
housing that will provide affordable housing units extremely low, low, and
moderate-income families.

» Supported two City street beautification projecigshie East Market retail corridor in
an effort to create jobs and stimulate the locahety.

» Executed agreement with Neighborhood Housing Sesviof Silicon Valley to
operate the City’s first-time homebuyer programjchiwill increase homeownership
opportunities for moderate and low income household

» Provide homeownership opportunities for househdlas to 120% of Average
Median Income) through the Neighborhood Stabil@atProgram, which will assist
neighborhoods with high foreclosure rates.

Y V VY

% Youth/Gang Violence Prevention Initiative (Peace)

City Attorney

» Provided dedicated attorney position to assume QamitgnSafety Director duties to
lead efforts to address youth and gang violenceess The new director has
completed the Salinas Comprehensive Strategy fomr@anity-wide Violence
Reduction, directed dialogue with City residents] aollaborated with Public Safety
partners at local, state and national levels.

Police Department

» Reduced gang-related homicide rate by 45% fromiposwear.
» Furthered our relationship with significant fedesald state governmental agencies,
securing assistance and assets to combat gangso#rtt crime.

¢ Organizational Effectiveness Initiative
Administration

» Staff managed the 2010-11 Layoff process whichuihetl 43 employees. This
involved ensuring that our agreements with the d&argg units were met, that state
and federal law regulating the lay-off process #redadministrations of benefits were
observed, and that our employees had access ts twapful in meeting the
challenges of being laid off. Staff is repeatihgstprocess again for 2011-12, which
involves laying off 61 employees. The City implaertedd a new policy that requires
all employees to wear name badges. It is expdtigdthe new name badges will
allow the public to better connect with City empeyg and recognize them as a City
resource when they are away from their desks. Tityeh@s also commenced training
workshops for employees to help them provide egoelcustomer service to the
public.
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Community and Economic Development Department

>

Restructuring of new Community and Economic Develept Department. This
realignment brings together the entire developnrentew and approval process
together as a united team. The new divisions utideumbrella of Community and
Economic Development include: Planning, Permit €erfPermit Administration,

Building Division, Engineering Review, and Code &mkement), Redevelopment
Agency, CDBG/Housing, Salinas Valley Enterprise &orand Economic

Development.

Process review improvements across the board, dmgureduced review times,
across the counter “back checking” and fewer outsmlireviews have lowered time
needed for all review categories. Processing tifoesnitial to final reviews have

decreased - as an example, a restaurant tenaraverpent plan, from nine weeks to
four weeks.

Finance Department

>

>

Received the Meritorious Award in Operating Budggtby the California Society of
Municipal Finance Officers.

Conducted a successful business license audit anogtprogram, which generated
$150,000 of additional revenue.

Implemented a number of information service tecbgyl initiatives, such as
establishing the foundation for desktop and sewmualization and implementing
Council iPads as part of the move toward papef@eascil and Commission reports.
Achieved significant purchasing cost savings orpsiap and services, while working
on the goal to at least maintain current pricinggls or obtain cost savings.
Coordinated the Cities Five-Year Financial Foredasassess the City’s ability to
continue current services in light of the worstession since the Great Depression
and to assess the General Fund’s long-term fisdthn

Fire Department

>

The Fire Department received a $2,891,267 Staffiaog Adequate Fire and
Emergency Response (SAFER) Grant. This grantpayl the salary and benefits for
12 firefighters for the period of two years.

Mobile Command/Communications Vehicle (MCCV) - Thee Department took
delivery of a $1.35 million dollar State Homelandc8rity funded MCCV. This
vehicle is a regional asset that can stand aloreemasbile command center for large
incidents and/or disasters, and serve as an enwrggrerations center and backup
911 communications center.

Training — The Training Division successfully oltad $94,000 in State Homeland
Security funding for Hazardous Material training fine Fire Department. The
funding covered overtime backfill, tuition, and mkem; previously, the City paid for
Hazardous Material training.

CSA 74 — Fire Department personnel worked witht fressponder agencies and
County EMS staff on establishing an agreementwloatld provide one-time funding
of $553,493 and annual funding of $104,143 for@ity of Salinas. Previously, the
City of Salinas received $18,000 annually.

Assistance to Firefighters Grant (AFG) — The FirepBrtment received a $157,000
AFG Grant for a Live Training Fire System (Fire $haver Simulators) and training
for 12 instructors. This is an 80/20 matching ¢ran
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Library and Community Services

>

Literacy programs were attended by hundreds ohégarwho came to hear author
Francisco Jimenez (500), and the Backpack Extranzg#600), and 300 tutors &
volunteers along with staff taught hundreds ofdests how to apply for jobs online,
create resumes and cover letters, pass the GED/Jeand to read. Doctors at
Natividad Hospital participated in Prescription Reading and read to children.

Nine new grants and the “Cultivating Knowledge:eL& Literature in Salinas,” grant
totaled $500,425 for programs such as (1) DigitalsAStation at Cesar Chavez
Library, (2) Homework Center staff funding, (3) Gmil for the Humanities “Making
a Difference in the Community,” (4) Digital Storitteg Station for local stories, and
(5) installation of 12 Literary Landmarks in siddiwsaand 9 Public Art Boulders with
literacy quotes at libraries, parks and the Nati&teinbeck Center.

New popular collections include (1) Asian Colleatiof language materials, (2) Toy
Lending Collection, (3) Boys & Girls Club collectip (4) Foundation Grant
Collection for nonprofits seeking grants — Salirsathe only site in Monterey County,
(5) video histories of local residents sharing istor— Santa Rita Watershed and
others, and (6) free e-Book resources.

Police Department

>

>
>

Reorganized the structure of the Police Departrteemalign resource allocation with
mission and dwindling resources.

Significantly reduced overtime expenditures amsighificant personnel reductions.
Embarked on a community relations effort in thesAlito encourage trust in and
cooperation with police.

Public Works

>

North Main Street Improvements (Bernal Drive to idh\Drive). The project was
funded with $2.2 million Proposition 1-B and $0.3lion Prop 42 State funds used
to improve a 1.2 mile stretch of road pavement witdian island landscaping, ADA
compliant pedestrian access ramps, and energyieefficstreet lighting; and
improving an important retail and commercial casridthat supports business and
tourism in our community.

School Traffic Safety Enhancements. The Engingeriand Transportation
Department completed traffic safety enhancements ni@jor school pedestrian
crossings at Washington Junior High School, Lomsatd/iElementary School, Los
Padres Elementary School, Fremont Elementary Sclaool Natividad Elementary
School. Enhancements include updating schoolysafghing at these locations and
installation of new ladder-type crosswalk markirigs better visibility of pedestrian
crossing areas. Staff also implemented StreetstStnaffic safety education at John
Steinbeck and New Republic elementary schools.

Fleet Maintenance — Fleet Maintenance is the iateservice division responsible for
the inspection, maintenance, and repair of the’TRublic Works fleet, including
over 300 vehicles and hundreds of equipment piedesomplishments include
doubling the useful life of our street sweepersotigh a daily inspection and
preventive maintenance program to insure that sefleshing and inspection
equipment is available on a 24-hour basis andaling related equipment is online
and ready for use at all times during the year.
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» East Market Street Improvements Phase 2 (Sanboad o 200 feet west of Carr
Avenue). The project was funded with $1,816,6C8@000 MVT; $247,308 RSTP;
$850,000 CDBG; and $300,000 Redevelopment). Watkided road reconstruction,
landscape bulb-out planters, ADA compliant pedastraccess ramps, and energy
efficient street lighting. This work improves dgfeand an important retail and
commercial corridor that support business.

Enterprise Operations

» Completed the Taxiway Bravo Project at the Saliasicipal Airport. This project
was built with $2.1 Million in federal funds anditgs the taxiway into compliance
with FAA guidelines while improving access to thenway system for all airport
businesses and tenants on the South Side of thatair

» Successfully develop a street sweeping programethstires that the City remain in
compliance with NPDES regulations.

» Acquired $3,000,000 in funding from the federal rmmmic development agency to
begin upgrades to the Industrial Waste Water treatmplant and conveyance line.

Assessment & Maintenance Districts

» Improved quality and quantity of landscaping anthation services and Increased
graffiti abatement services in City parks.
» Continued replacement of energy efficient stregtth in qualifying districts.

Labor Relations

All employee groups have approved Memorandum ofdgstdndings (MOUSs) with the City.
Police Management Association (PMA) and SalinascBdDfficers Association (SPOA) MOUs
will expire December 31, 2013. Fire Supervisors oksstion (FSA) and International
Association of Firefighters (IAFF) MOUs will expif@ecember 31, 2013. All other non-safety
groups’ contracts will expire December 31, 2015.

Effective July 1, 2011, employee bargaining grouggreed to the following two-year
concessions: non-safety employee groups deferred four-percent salary adjustments
scheduled to take place December 2011 and JanQaB/far two-years and a 10% reduction in
pay with corresponding reduced hours (furlough)jid@oManagement and Salinas Police
Officers Associations agreed to defer a 5% salajystment scheduled to take place July 1,
2011, a contribution of 2.5% of salary toward (iid health insurance premiums until July 1,
2013, switch their health insurance to Peace Qfideesearch Association of California
(PORAC), and agreed to the reduction of nine offidey December 2011 through attrition or
layoffs if necessary; Fire Supervisors Associatagneed to a contribution of 6.0% of salary
toward City paid health insurance premiums and ghgpension of management leave until
December 31, 2013; International Association okfkghters agreed to a 4.5% pay reduction
from suspending holiday pay and a contribution @%4 of salary toward City paid health
insurance premiums until December 31, 2013; Botic®and Fire units agreed to a second tier
PERS plan of 3% at 55; and the Executive Groupeabte a contribution of 13% of salary
toward City paid health insurance premiums untiy Juy 2013.
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Most of the negotiated two-year concessions sunset July 1, 2013 with an estimated annual cost in
FY 2011-12 of $5.7 million. The non-safety employee furlough program does not have a sunset.
Due to the current economic conditions, additional concessions will be required to balance the
FY 2013-14 budget.
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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and City Council
City of Salinas, 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 Salinas, California (City), as of and for the year ended June 30, 2011, 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 the 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 Salinas, California, as of June 30,
2011, and the respective changes in 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 issued our report dated January
23, 2012, on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grants agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control

Daniel M. McGilloway, Jr., CPA, CVA, Gerald C. Ray, CPA, Clyde W. Brown, CPA, Patricia M. Kaufman, CPA,
Larry W. Rollins, CPA, Helen Grace H. Rodriguez, CPA, CFE

Sarita C. Shannon, CPA, Nancy Rimberg, CPA, Deanna Lozano, CPA, Whitney Ernest, CPA



over financial reporting and compliance and the results of the 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.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages F-3 through F-14, the budgetary comparison
information on pages R-1 through R-10, the Schedule of Funding Progress — Retirement Programs
on pages R-11 through R-14, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted principally of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City's basic financial statements as a whole. The introductory section,
combining and individual nonmajor fund financial statements, and other supplementary information
as listed in the table of contents is presented for purposes of additional analysis and is not a required
part of the basic financial statements. This supplementary information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statement and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation
to the basic financial statements taken as a whole. The introductory section has not been subjected
to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion or provide any assurance on it.

January 23, 2012
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

This analysis of the City of Salinas (City) finaalcperformance provides an overview of the

City’s financial activities for the fiscal year ezdl June 30, 2011. Please read it in conjunction
with the accompanying transmittal letter, the bdsiancial statements and the accompanying
notes to the financial statements.

FINANCIAL HIGHLIGHTS

* At June 30, 2011, the City's net assets (excessséts over liabilities) were $304.3 million.
Of this amount, $8.5 million are unrestricted asset

« During the fiscal year ended June 30, 2011, thg'<Cibtal net assets decreased by $1.6
million. This change results from an decreaseOi $nillion in governmental activities net
assets and a decrease of $1.5 million in busingssdctivities net assets.

» During the fiscal year governmental funds fund beés decreased $1.9 million to $65.2
million, of which $61.3 million is either nonsperde, restricted, committed, or assigned and
thus unavailable.

» During the fiscal year the General Fund and Mea%ufend balance increased $0.5 million
to $11.1 million of which $5.3 million is either nspendable, restricted, committed, or
assigned. Unassigned General Fund and Measuredvbfalance was $5.8 million.

» The City’s total long-term liabilities decreased $i.3 million during the current fiscal year.
The increase of $2.5 million in insurance claimabilities and net OPEB obligation was
offset by a net decrease of $3.8 million in long¥talebt as result of regularly schedule debt
service repayments in both governmental and busitype activities.

» The City’s capital assets, net of depreciationyelesed $2.4 to $304.1 million.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to sesvanaintroduction to the City’'s basic financial
statements, which are comprised of three componehts Government-Wide Financial
Statements, 2) Fund Financial Statements and 33Notthe Basic Financial Statements.

The basic financial statements include the Citynfpary government) and all legally separate

entities (component units) for which the governmenfinancially accountable. The Salinas

Redevelopment Agency (Agency) is a component urthe City and, for practical purposes is a

department of the City, has been included in #ddfinancial statements as an integral part of
the primary government using the blended method.

This report also contains other supplementary médion in addition to the basic financial
statements for further information and analysis.

Government-Wide Financial Statements

The Government-Wide Financial Statements presentinancial picture of the City and provide
readers with a broad view of the City’'s finance3hese statements present governmental
activities and business-type activities separagalg include all assets of the City (including
infrastructure) as well as all liabilities (inclungj long-term debt). Additionally, certain interfiin
receivables, payables and other interfund activélye been eliminated as prescribed by GASB
Statement No. 34.
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B.

CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

OVERVIEW OF FINANCIAL STATEMENTS: (Continued)

The Statement of Net Assedad theStatement of Activities and Changes in Net Assgiort
information about the City as a whole and abouadtsvities. These statements include all assets
and liabilities of the City using the accrual basissccounting, which isimilar to the accounting
used by most private-sector companies. All of tineent year’s revenues and expenses are taken
into account, regardless of when cash is receiveaial.

The Statement of Net Assgigesents information on all of the City’'s assetd Aabilities, with
the difference between the two reported as netas€¥ver time, changes in net assets may serve
as a useful indicator of whether the financial posiof the City is improving or deteriorating.

The Statement of Activities and Changes in Net Agsetsents information showing how the
City’s net assets changed during the year. Alhgea in net assets are reported as soon as the
underlying event giving rise to the change occiggardless of timing of related cash flows.

In the Statement of Net Assets and the StatemeActwities and Changes in Net Assets, we
separate the City activities as follows:

» Governmental Activities-All of the City’'s basic services are reported Ivistcategory,
including general government, public safety, comityudevelopment, public works,
recreation, and library. Property taxes, salesdauser fees, interest income, franchise
fees, state grants and federal grants finance theteities. The City’s insurance
programs (health, worker's compensation, liabiityd property damage) are accounted
for in internal service funds, but are reportedpast of governmental activities since
these programs are used primarily for governmexutivities.

* Business-Type ActivitiesThe City charges a fee to customers to coverrathast of the
costs of certain services it provides. The Cityidustrial Wastewater System, Airport,
Golf Courses, Sanitary Sewer, Hitchcock Water tytiliStorm Sewer, Landfill and
Parking District activities are reported as bussrgpe activities.

Fund Financial Statements

The Fund Financial Statements provide detailedrimédion about the City’s major funds—not
the City as a whole. Some funds are required teediablished by State law and by bond
covenants. However, management establishes mamey fathds to help it control and manage
money for particular purposes or to show that mheseting legal responsibilities for using certain
taxes, grants and other money.

The Fund Financial Statements include statementsaoh of the three categories of activities —
governmental, proprietary and fiduciary. The goweental funds are prepared using the current
financial resources measurement focus and modifiedrual basis of accounting. The
proprietary funds are prepared using the econoescurces measurement focus and the accrual
basis of accounting. The fiduciary funds are agdaongs, pension trust fund and private purpose
trust funds, which only report assets and lialeditand do not have a measurement focus.

Governmental Funds The Governmental Funds are used to account fonesgle the same
functions reported as governmental activities em@overnment-Wide Financial Statements.
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

OVERVIEW OF FINANCIAL STATEMENTS: (Continued)

However, unlike the Government-Wide Financial Stants, Governmental Funds Financial
Statements focus on current financial resourceschwlemphasize near-term inflows and
outflows of expendable resources as well as bataotexpendable resources at the end of the
fiscal year. This information is essential in ewding the City’'s near-term financial
requirements.

In order to better understand the City’s long-teand short-term requirements, it is useful to
compare the City’'s Governmental Funds Statements thie governmental activities in the

Government-Wide Financial Statements. A reconailiais provided for the Governmental Fund

Balance Sheet and the Statement of Revenues, Bipesdand Changes in Fund Balances to
facilitate this comparison. The major governmeifitmds include the General and Measure V
Funds, Housing and Urban Development Special Revdrund, Development Fees Special
Revenue Fund, Construction Assistance Fund ands8ssnt Districts Debt Service Fund,

which are reported in detail in the Governmentatd-&inancial Statements. All other funds are
shown in the aggregate as other non-major govertahiemds.

Individual fund data for other non-major governnantunds is provided in the form of
supplementary information elsewhere in the report.

Proprietary Funds -The City maintains two types of proprietary fundsterprise funds and
internal service funds. Enterprise funds are usedeport the same functions presented as
business-type activities in the Government-Wideakoial Statements. The City uses enterprise
funds to account for its Industrial Wastewater 8ystAirport, Golf Courses, Sanitary Sewer,
Parking, Hitchcock Water Well Utility, Storm Sewand Landfill activities. Internal service
funds are an accounting device used to accumutat@locate costs internally among the City’s
various functions. The City uses internal senfigeds to account for its general city insurance
operations. Because these services predominagigfib the governmental rather than business-
type activities, they have been included within ggovmental activities in the Government-Wide
Financial Statements.

Proprietary funds provide the same type of inforaratas the Government-Wide Financial
Statements, only in more detail. All enterprisads are presented in detail as major enterprise
funds. The internal service funds are combined etsingle aggregated presentation in the
proprietary fund financial statements. Individdahd data for the internal service funds is
provided in the form of supplementary informatidsesvhere in the report.

Fiduciary Funds -The City is the trustee, or fiduciaryor certain funds held on behalf of
external parties. The City’'s fiduciary activitieeeaeported in separate Statements of Fiduciary
Net Assets. These activities are excluded fromQitgs other financial statements because the
resources of these funds are not available to stigpe City’'s own programs. The City is
responsible for ensuring that these funds are fmgetieir intended purpose.

Notes to the Basic Financial Statements

The notes provide additional information that isesgial to a full understanding of the data
provided in the Government-Wide and Fund FinarStatements.
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

OVERVIEW OF FINANCIAL STATEMENTS: (Continued)
Required Supplementary Information

In addition to the basic financial statements, théport also presents certain Required
Supplementary Information including the City’s betlyy comparison schedules for the General
Fund and Measure V, the Housing and Urban Developared Development Fees major special
revenue funds, and information concerning the megrin funding its obligation to provide
pension benefits to its employees.

Other Supplementary Information

Combining statements for the other non-major gawemtal funds, Internal Service Funds,
Fiduciary Funds and General and Measure V Fundpm@sented immediately following the
Required Supplementary Information as supplemenmtdoymation.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
The Management Discussion and Analysis (MD&A) inlds comparative data for analysis.
Statement of Net Assets

Net assets are a good indicator of the City’s fana@nposition. During this fiscal year, net assets
of the City were $304.3 million, which is a decrea$ $1.6 million (0.5%) from the prior year.

At June 30, 2011, the largest portion of net asgets8%) consists of the City’s investment in
capital assets net of related debt. This compoperitays the total amount of funds required to
acquire those assets less any related outstandisiguded for such acquisition. The City uses
these capital assets to provide services to resid€he capital assets of the City are not sources
of income for repayment of debt as most assets@reevenue generating and generally are not
liquidated to repay debt. Debt service paymergduanded from other resources available to the
City.
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

C. GOVERNMENT-WIDE FINANCIAL ANALYSIS:(Continued)
The following is the condensed Statement of Neefsstor the fiscal years ended June 30, 2011

and 2010:
City of Salinas
Condensed Statements of Net Assets
June 30, 2011
Governmental Activities Business-type Activities Tlota Percent
2011 2010 2011 2010 2011 2010 of Total
Assets:
Current Assets $ 74,772,774  78,218580 $ 12,205,894 $ 12,051,610 $ 86,978,668 $ 90,270,190 19.8 %
Other Assets 46,708,005 48,730,241 757,404 1,052,279 47,465,409 49,782,520 10.8 %
Capital Assets, Net 169,489,027 169,178,948 134,613,309 137,278,524 304,102,336 306,457,472 69.4 %
Total Assets 290,969,806 296,127,769 147,576,607 150,382,413 438,546,413 446,510,182 _ 100.0 %
Liabilities:
Current Liabilities 9,335,499 9,852,823 1,235,661 1,054,409 10,571,160 10,907,232 7.9 %
Other Liabilities 34,266,184 36,274,649 - - 34,266,184 36,274,649 255 %
LTD - Due in one year 5,465,577 5,430,999 1,300,587 1,297,271 6,766,164 6,728,270 5.0 %
Long-term Liabilities 44,927,573 47,477,696 37,665,403 39,200,127 82,592,976 86,677,823 61.6 %
Total Liabilities 93,994,833 99,036,167 40,201,651 41,551,807 134,196,484 140,587,974 _ 100.0 %
Net Assets:
Invested in Capital Assets,

Net of Related Debt 132,133,772 129,206,081 95,647,319 97,075,754 227,781,091 226,281,835 74.8 %
Restricted 64,859,794 67,245,546 3,236,018 3,858,161 68,095,812 71,103,707 224 %
Unrestricted (18,593) 639,975 8,491,619 7,896,691 8,473,026 8,536,666 2.8 %

Total Net Assets $ 196,974,9735 197,091,602 $ 107,374,956 $ 108,830,606 $ 304,349,929 $ 305,922,208  100.0 %




CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS:(Continued)

Statement of Activities

The following is the condensed Statement of Adggiland Changes in Net Assets for the fiscal
years ended June 30, 2011 and 2010:

City of Salinas
Condensed Statement of Activities and Changes in NAssets
For the Fiscal Year Ended June 30, 2011

Governmental Activities Business-type Activities Total
2011 201C 2011 201C 2011 201C
Revenues:
Program Revenue
Charges for Servic $ 5,919,76! $ 7,529,91. $ 594293 % 5711,40. $ 11,862,700 $ 13,241,31
Operating Grants & Contributic 13,458,94 14,015,11 691,17 635,72¢ 14,150,11 14,650,84
Capital Grants & Contributio 9,362,42: 13,417,02 3,241,67 3,124,04. 12,604,09 16,541,06
General Revenue
Taxe 79,321,89 76,028,49 - - 79,321,89 76,028,49
Licenses & Permi 898,45! 20,08: - - 898,45! 20,08:
Grants & Contributior
not Restricte 832,88: 462,26 - - 832,88 462,26°
Unrestricted Investment Earnit 202,51: 716,37: 300,98: 336,23¢ 503,49: 1,052,61.
Gain (Loss) on Disposal of Assets - (1,088,700) - - - (1,088,700)
Loans Receivable Forgiv (380,236 (796,000 - - (380,236 (796,000
Miscellaneou 574,95: 285,16: - - 574,95! 285,16:
Total Revenut 110,191,58 110,589,73 10,176,76 9,807,41! 120,368,34 120,397,15
Expenses
General Governme 18,986,31 17,492,88 1,955,93! 1,595,67. 20,942,25 19,088,55
Public Safet 55,943,70 55,123,84 - - 55,943,70 55,123,84
Public Work: 23,069,65 27,097,42 10,191,93 9,987,16! 33,261,58 37,084,59
Recreatio 3,572,17. 5,230,36' 893,39 981,77¢ 4,465,56! 6,212,141
Library 4,329,67 4,243,84! - - 4,329,67. 4,243,84!
Interes 2,297,83 2,663,16! - - 2,297,83 2,663,16!
Total Expenst 108,199,36 111,851,53 13,041,26 12,564,62 121,240,62 124,416,15
Increase in Net Asse
before Transfe 1,992,22. (1,261,797 (2,864,502 (2,757,205 (872,279 (4,019,002
Transfer (1,020,358 (53,662 320,35! 53,66 (700,000 -
Increase in Net Asse¢ 971,87: (1,315,45¢ (2,544,15C (2,703,543 (1,572,279 (4,019,002
Net Assets - Beginning of Ye 197,091,60 201,113,56 108,830,60 110,445,44 305,922,20 311,559,01
Prior Period Adjustme - (475,928 - - - -
Net Asset -
Beginning of Year as restated 197,091,602 200,637,637 108,830,606 110,445,449 305,922,208 311,083,086
Transfer Parking Net Assets
Business-type Activiti (1,088,50C (2,230,57€ 1,088,50! 1,088,70! - (1,141,876
Net Assets - Endir $ 196,97497 $ 197,091,60 $ 107,37495 $ 108,830,60 $ 304,349,92 $ 305,922,20




CITY OF SALINAS
Management’'s Discussion and Analysis
Fiscal Year ended June 30, 2011

GOVERNMENT-WIDE FINANCIAL ANALYSIS: (Continued)

Total revenues remained relatively the same aptioe year and total expenditures decreased
$3.2 million from prior year. Further analysigpisvided within the governmental and business-
type activities sections.

Governmental Activities

Governmental activities resources total $110.2 iomll The City’s governmental activities
decreased net assets by $0.1 million. The follgveinarts highlight the sources of revenues and
purpose of expenses:

Governmental Activities
Revenues by Source
June 30,2011

g Operating Grants
Charges for Investment ©p g 8

Services Income and
. o 0% Contributions
Unrestricted 5% 120, Other

Grants &
Contributions

194

1% Capital Grants
and
Contributions
9%%

|

Total expenses for governmental activities, exclgdiransfers, were $108.2 million including
interest on long-term debt of $2.3 million. Totxipenditures that were funded by tax revenues,
investment income and other general revenues v&r& nillion.

Governmental Activities
Expenses by Function/Program
Public Safety June 30,2011

0.
S1% General

Govermment

Recreation
3%
Pub]icql?v'mkb Interest

)
)

o]
2%
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

C. GOVERNMENT-WIDE FINANCIAL ANALYSIS: (Continued)
Functional expenses for the year ended June 3Q, ®6de as follows:

Total Cost of Net Cost of
Services Percent Services Percentage
2011 2011 2011 2011
General Government $ 18,986,318 17.5% $ 10,460,004 13.2 %
Public Safety 55,943,707 51.7% 52,313,100 65.7 %
Public Works 23,069,652 21.3% 7,471,922 9.4 %
Recreation 3,572,172 3.3% 3,221,166 4.1 %
Library 4,329,674 4.0% 3,694,197 4.6 %
Interest 2,297,837 2.1% 2,297,837 2.9 %
Total $ 108,199,360 100 % $ 79,458,226 100 %

Public safety continues to be the single highegeage for the City followed by public works.
Net cost of services, after subtracting fees aadtgevenues total $79.4 million.

Business Type Activities

The City’s business-type activities net assets v#i@7.4 million, a decrease of $1.5 million
from the prior fiscal year. Total program reventmsbusiness-type activities were $9.9 million.
The largest program revenues were charges forcesrof $5.9 million. Other program revenues
included operating/capital grants and contributiafis$3.9 million. Total expenses for the
business-type activities were $13.0 million durifig 2010-11.

Business Type Activities

Revenues, Expenses (in millions)
June30,2011

$4.5
$4.0
$3.5 —
$3.0
$2.5
$2.0
$1.5
$1.0

$0.0 . | .

$0.5
Industrial Golf Sanitary Storm
Waste Courses Sewer Sewer Utility

IRevenues $3.39 $1.27 $0.68 $3.32 $0.74 $0.01 $0.48
[Expenses $1.96 $1.05 $0.89 324 $3.96 $0.02 $1.93

Water Downtown

Atrport Parking
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

FUND FINANCIAL STATEMENT ANALYSIS:

The City uses fund accounting to ensure and demadastompliance with finance-related legal
requirements.

Governmental Funds

The focus of the City’'s governmental funds is tovyde information on short-term inflows,
outflows and balances of spendable resources. iBtarimation is useful in assessing the City’s
financing requirements. In particular, unassignewtifbalance may serve as a useful measure of
a government’s net resources available for speralitige end of the fiscal year.

As of the end of current fiscal year, the City’'svgmmmental funds reported combined ending
fund balances of $65.2 million. Of the total fubdlance of $65.2 million, $16.4 million was
nonspendable and indicates the resources are mutadge inventory, loans, notes, advances,
property held for resale and are not anticipatedediquidated in the near-term. Of the total
fund balance, $38.4 million was restricted fundabak and indicates the use of resources is
constrained by external parties, resource provjdarsstitutions or enabling legislations. Fund
balance of $16.4 was restricted for future develeptn$3.5 million for maintenance districts,
$2.1 million for capital projects related to thepairt, $1.8 million for street repairs, $9.4 mitio
was restricted for debt service, and $1.8 million Was restricted for various grant programs.
Committed fund balance totaled $2.9 million areitéd to specific purposes as defined in the
City Charter or through a formal budgetary actidntlwe City Council occurring through
adoption of an ordinance or resolution. The $2iian committed fund balance is committed
for capital projects. Assigned fund balance tata$3.9 million, of which $3.8 million was
assigned to capital projects. The remaining funthrim® of $3.6 million is unassigned and
includes the unassigned fund balance of the Geirenadl of $5.8 million and the unassigned
fund balance deficit of the Housing and Urban Depeient Fund, Construction Assistance
Fund and the nonmajor governmental funds of $AL1,%nd $1.0, respectively. The unassigned
fund balance deficit of the two major funds and tm®nmajor governmental funds will be
eliminated in future years by the receipt of vasiguant and tax increment revenues.

The General Fund is the chief operating fund ofGlty. The General and Measure V Fund’s
fund balance increased by $0.5 million in FY 2010té $11.1 million, of which $1.6 million
was nonspendable and indicates the resources aspemdable inventory, loans, notes and
advances and are not anticipated to be liquidatetia near-term. Of the total General Fund’s
fund balance, $0.9 million was committed fund batamand is limited to specific purposes as
defined in the City Charter or through a formal geiry action of the City Council occurring
through adoption of an ordinance or resolution.e H0.9 million committed fund balance is
committed for capital projects. Assigned fund bata totaled $2.8 million, of which $2.7
million was assigned to capital projects. The remmg fund balance of $5.8 million is
unassigned.

Proprietary Funds

The City’s proprietary funds provide the same tgpenformation found in the government-wide
financial statements but in more detail. Factanscerning these funds have been addressed in
the discussion of Government-Wide Financial Analysi
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

GENERAL FUND BUDGETARY HIGHLIGHTS:

The final amended General Fund and Measure V budggtiding transfers out and advances,
totaled $84.9 million.

Significant Appropriations Increases/Decreases:

Appropriations during the year totaled $4.6 milliaf which, $3.6 were related to transfers for
capital projects. The Public Safety increased By5$million and General Government
increased by $0.3 million. Estimated revenue vajisséed upward by $0.8 million.

CAPITAL ASSETS AND LONG-TERM OBLIGATIONS:
Capital Assets Including Infrastructure
The following is a summary of the City’s capitakats as of June 30, 2011 and 2010:

City of Salinas' Capital Assets

Governmental Activities Business-type Activities Tista

2011 2010 2011 2010 2011 2010
Land $ 22,674,022 $ 22,674,022 $ 3,632,339 $ 3,632,339 $ 26,306,361 $ 26,306,361
Buildings 40,351,308 29,929,046 27,313,974 27,042,814 67,665,282 56,971,860
Improvements 11,771,556 11,436,201 15,257,221 15,202,866 27,028,777 26,639,067
Equipment 24,093,297 23,453,512 6,913,056 6,956,848 31,006,353 30,410,360
Infrastructure 223,595,092 216,988,020 218,364,631 213,474,411 441,959,723 430,462,431
Construction in Progress 3,187,440 13,322,533 2,581,394 4,368,980 5,768,834 17,691,513

325,672,71 317,803,33 274,062,61 270,678,25 599,735,33 588,481,59

Accumulated Depreciation (156,183,688)  (148,624,386) (139,449,306) (133,399,734) (295,632,994) (282,024,120)

$ 169,489,027 $ 169,178,948 $ 134,613,309 $ 137,278,524 $ 304,102,336 $ 306,457,472

Capital assets including infrastructure assetdefQity are those assets, which are used in the
performance of the City’s functions. At June 3012, net capital assets of the governmental
activities totaled $169.5 million and the net capdssets of the business-type activities totaled
$134.6 million. During FY 2002-03, American AppraisAssociates were hired to conduct an
inventory and valuation of all the City’s capitasats. Finance’ staff maintains and updates the
Capital Assets inventory by recording all assetpiaed or retired at the end of every fiscal year.

The City has elected to report and depreciatenatistructures.

Governmental activities acquired $8.4 million opital assets during the year. The acquisitions
include $5.3 million in infrastructure improvemengl.7 million in construction in progress,
$1.1 million in machinery and equipment and $0.8iom in improvements, buildings and land.

Business-type activities acquired $3.5 million apital assets during the year. The Airport Fund
had $2.4 million in construction in progress, ttenifary Sewer and Storm Drain Sewer funds
had infrastructure improvements of $0.6 and $0.8ianj respectively. Other additions of
capital assets were routine replacements of cucagrital assets.
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

CAPITAL ASSETS AND LONG-TERM OBLIGATIONS: (Continud)
Long-Term Obligations

As of June 30, 2011, the City had $89,627,021 mgiterm debt composed of $89,560,640 from
governmental and business-type activities, and3ifrom fiduciary annual leave.

Governmental Activities Business-type Activities Tleta

2011 2010 2011 2010 2011 2010
Annual Leav $ 8,787,966 $ 9,029,483 $ 286,966 $ 292,671 $ 9,074,932 $ 9,322,154
Estimated Insurance
Claims 2,572,048 2,370,459 - - 2,572,048 2,370,459
Net Pension Obligation 33,024 38,914 - - 33,024 38,914
Capital Lease 1,754,967 911,720 545,990 684,727 2,300,957 1,596,447
Loans and Nott 310,135 391,308 - - 310,135 391,308
Revenue Bonc - - 12,030,000 12,440,000 12,030,000 12,440,000
Tax Allocation Bond 6,835,488 7,631,674 - - 6,835,488 7,631,674
Certificates of
Participation 13,135,000 13,630,000 26,390,000 27,080,000 39,525,000 40,710,000
Assessment District Bonds 16,995,000 19,030,000 - - 16,995,000 19,030,000
Unamortized Bond
Discount (115,944) (124,863) - - (115,944) (124,863)

$ 50,307,684 $ 52,908,695 $ 39,252,956 $ 40,497,398 $ 89,560,640 $ 93,406,093

Further details on the City of Salinas’ long-terebtican be found in Note 20 to the financial
statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET:

While Fiscal Years 08-09 and 09-10 proved to be divthe worse fiscal years in decades in the
City of Salinas, FY 10-11 ushered in signs thatéehenomy had hit rock bottom and the City
was slowly moving out of its dire economic stateaffirs. A major sign of this positive trend
was the revenue reports that begin to show sakeseteenues increasing for the last 3 quarters.
This was significant because the City had alreadgesenced 11 quarters of sales tax
reductions, starting in the second quarter of 200V addition, the Monterey County Assessor
informed the City that property tax revenue hadiitaed after a 23.2% reduction over the last
three years. However, employee benefit costs iwoatio increase and are projected to increase
at a faster pace than revenue recovery. Througilogee concessions, the City is in a position
to stay balanced through the next two years.

Even with signs that the economy is improving, @ig/'s FY 2013-14 General Fund Budget
shortfall is projected to return to over $7 milliavhen the concessions expire. Either the
concessions continue or a permanent solution tsttiietural deficit will be needed.
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CITY OF SALINAS
Management’s Discussion and Analysis
Fiscal Year ended June 30, 2011

ECONOMIC FACTORS AND NEXT YEAR’'S BUDGET: (Continued

Recently, there have been a significant numberrodles throughout the nation focusing on
public pensions and their sustainability. Many agstions are used to estimate the ultimate
liability of pensions and the contributions thatlwie required to meet those obligations. One of
the most significant factors used in determining liability and the funding requirements is the
rate of return that investments will yield prior neaking payments, known as the discount rate.
The City’s pension plans utilize a discount rat& a%5% in determining the pension liability and
funding requirements. If it is determined that askr rate of return is more appropriate in the
future, there may be a significant increase inlidality and the contributions required to meet
those obligations. The Governmental Accounting &atls Board also has issued an Exposure
Draft related to the accounting and reporting fengions which is expected to be finalized in
2012. The impact of adopting this accounting stesh@ad the possible required changes to the
discount rate used by the City will be evaluatedeotine official accounting standard is issued.

REQUEST FOR INFORMATION

This financial report is designed to provide oigidents, taxpayers, customers, and investors and
creditors with a general overview of the City's dirces and to demonstrate the City’'s
accountability for the money it receives. If yoavle questions about this report or need
additional financial information, contact the Ciby Salinas Finance Department, 200 Lincoln
Avenue, Salinas, California 93901.
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CITY OF SALINAS
STATEMENT OF NET ASSETS
JUNE 30, 2011

Primary Government

Governmental Business-type
Activities Activities Total
ASSETS
Cash and investments $ 56,387,589 $ 4,472,740 $ 60,860,329
Receivables, net
Taxes 9,481,138 - 9,481,138
Accounts 294,620 1,150,724 1,445,344
Accrued interest 818,323 2,692 821,015
Due from other agencies 4,322,267 3,514,756 7,837,023
Due from other funds 81,801 (75,801) 6,000
Restricted cash and investments 3,387,036 3,140,783 6,527,819
Long-term internal balances 1,510,000 (1,510,000) -
Assessments receivable 14,870,000 - 14,870,000
Loans receivable 23,298,850 - 23,298,850
Inventory 20,202 - 20,202
Deferred charges 2,154,268 2,267,404 4,421,672
Capital Assets
Land and nondepreciable assets 25,861,462 6,213,733 32,075,195
Depreciable assets, net of accumulated depreciation 143,627,565 128,399,576 272,027,141
Land held for resale 4,854,685 - 4,854,685
Total assets 290,969,806 147,576,607 438,546,413
LIABILITIES
Accounts payable 8,566,473 313,273 8,879,746
Prepaid deposits 68,796 68,796
Accrued interest payable 769,026 566,626 1,335,652
Deferred revenues 18,241,507 - 18,241,507
Long term liabilities
Insurance claims payable 11,136,423 - 11,136,423
Net OPEB obligation 4,973,720 - 4,973,720
Debt due within one year 5,465,577 1,356,266 6,821,843
Debt due in more than one year 44,842,107 37,896,690 82,738,797
Total liabilities 93,994,833 40,201,651 134,196,484
NET ASSETS
Invested in capital assets, net of related debt 132,133,772 95,647,319 227,781,091
Restricted for:
Housing 29,471,324 - 29,471,324
Capital Projects 7,051,052 - 7,051,052
Highways and Streets 17,302,194 - 17,302,194
Debt Service 9,521,051 3,236,018 12,757,069
Special Programs 1,514,173 - 1,514,173
Total restricted assets 64,859,794 3,236,018 68,095,812
Unrestricted (18,593) 8,491,619 8,473,026
Total net assets $ 196,974973 $ 107,374,956 $ 304,349,929

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS
STATEMENT OF ACTIVITIES
FOR YEAR ENDED JUNE 30, 2011

Net (Expense) Revenue and

Program Revenues Changesin Net Assets
Operating Capital
Chargesfor Grantsand Grantsand Gover nmental Business-type
FUNCTION/PROGRAM ACTIVITIES Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities:
General Government $ 18,986,318 $ 4,382,062 $ 4,143,485 $ 767 $ (10,460,004) $ - $ (10,460,004)
Public Safety 55,943,707 1,248,354 2,381,918 335 (52,313,100) - (52,313,100)
Public Works 23,069,652 12,120 6,248,977 9,336,633 (7,471,922) - (7,471,922)
Recreation 3,572,172 244,972 94,193 11,841 (3,221,166) - (3,221,166)
Library 4,329,674 32,257 590,373 12,847 (3,694,197) - (3,694,197)
Interest on long-term debt 2,297,837 - - - (2,297,837) - (2,297,837)
Total governmental activities 108,199,360 5,919,765 13,458,946 9,362,423 (79,458,226) - (79,458,226)
Business-Type Activities:

Airport 1,955,936 1,196,463 16,038 2,176,254 - 1,432,819 1,432,819
Industrial Waste 1,050,779 1,271,099 - - - 220,320 220,320
Golf Courses 893,397 - 675,000 - - (218,397) (218,397)
Sanitary Sewer 3,240,385 2,711,178 57 604,779 - 75,629 75,629
Storm Sewer 3,956,499 277,625 - 460,638 - (3,218,236) (3,218,236)
Water Utility 18,039 10,482 - - - (7,557) (7,557)
Downtown Parking 1,926,230 476,090 78 - - (1,450,062) (1,450,062)
Total Business-Type Activities 13,041,265 5,942,937 691,173 3,241,671 - (3,165,484) (3,165,484)

Total Primary Government $ 121,240625 $ 11,862,702 $ 14,150,119 $ 12,604,094 (79,458,226) (3,165,484) (82,623,710)

General Revenuesand Transfers:

Taxes 79,321,890 - 79,321,890
Licenses and Permits 898,451 - 898,451
Grants and Contributions not Restricted to Specific Programs 832,882 - 832,882
Unrestricted Investment Earnings 202,512 300,981 503,493
Miscellaneous 574,951 - 574,951
Gain (Loss) on Disposal of Assets/Debt (1,088,500) 1,088,500 -

Contribution to SUBA and Oldtown from SRA (65,000) - (65,000)
Loans Receivable Forgiven (36,000) - (36,000)
Advance to SRA 180,000 - 180,000
SERAF (459,236) - (459,236)
Transfers (1,020,353) 320,353 (700,000)
Total General Revenues and Transfers 79,341,597 1,709,834 81,051,431
Changein Net Assets (116,629) (1,455,650) (1,572,279)
Net Assets - Beginning of Y ear 197,091,602 108,830,606 305,922,208
Net Assets - End of Year $ 196,974,973 $ 107,374,956  $ 304,349,929

The accompanying notes are an integral part of this statement.
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GOVERNMENTAL FUNDS
GENERAL FUND

The General Fund is always classified as a majod.fult accounts for all financial resources
necessary to carry out basic governmental actvitiethe City that are not accounted for in
another fund. The General Fund supports esse@iigl services such as police and fire
protection, street maintenance, libraries, andgard open space maintenance.

SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account forfepeevenues that are legally restricted to
expenditure for a particular purpose. The follagvBBpecial Revenue funds have been classified
as major funds:

Community Development Block Grant Fund (Housing Binbdan Development)

This fund accounts for the use of community devalept block grant funds received from the
federal government. Other revenues in this funcdubte repayments of commercial and
residential loans and rental income from City prope Funds are used for programs or projects
that increase affordable housing and benefit peopth special needs such as senior and
handicapped citizens.

Development Fees Fund

This fund accounts for the fees that subdivideid @evelopers of property are required to pay,
by Resolution 3823 (N.C.S.), covering traffic impaamnnexation, use of existing or new sewers,
storm drains, park facilities, library facilitiea@street trees.

CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account forfithencial resources to be used for the
acquisition or construction of major capital faods (other than those financed by Proprietary
Funds).

Special Construction Assistance
The proceeds of long-term borrowings resulting fribia sale of Certificates of Participation to
finance the acquisition and construction of captalects are reported under this fund.

Capital Projects Fund

This fund accounts for all capital projects expamdis. Funds are transferred in from various
other funds after expenditures are made. This vawplfund was established with $2,000,000
and is used to advance capital project expendifories to reimbursement of Federal, State and
other construction grants and bond financings.

DEBT SERVICE FUNDS

Debt Service Funds are used primarily to accounttie accumulation of resources for the
payment of principal and interest on general lcgrgat debt of the City and the Redevelopment
Agency. The following fund has been classifiedasajor fund.

Assessment District Debt Service Fund

This fund is used to accumulate monies for paymanthe City’s Assessment Districts
Improvement Bonds. Debt service is financed wbcgal assessments levied against property
owners within the respective improvement districts.
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CITY OF SALINAS
BALANCE SHEET

GOVERNMENTAL FUNDS
JUNE 30, 2011

ASSETS

Cash and investments
Receivables, net:

Taxes

Accounts

Accrued interest

Assessments
Due from other agencies
Due from other funds
Advances to other funds
Restricted cash and investments
Loans receivable
Inventory
Land held for resale

Total assets

LIABILITIES
Accounts payable
Due to other funds
Advances from other funds
Deferred revenue

Total liabilities

FUND BALANCE
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and fund balances

Assessment Other Non-major
General and Housing & Urban Construction District Debt Governmental
Measure V Development Development Fees Assistance Service Funds Total
$ 11,378,862 $ 622832 $ 16,582,897 % 66,217 $ 3,167,666 $ 17,485,969 49,304,443
8,387,921 - - - - - 8,387,921
71,754 219,265 - - - 3,436 294,455
17,793 21 13,643 - - 781,445 812,902
- - - - 14,870,000 - 14,870,000
19,351 1,260,944 - 1,119,355 - 1,922,617 4,322,267
1,893,074 - - - - 959,885 2,852,959
1,510,000 - - - - 940,000 2,450,000
289,518 - - - - 2,678,478 2,967,996
29,800 13,307,182 - - - 9,961,868 23,298,850
20,202 - - - - - 20,202
1,405,855 - - - 3,448,830 4,854,685
$ 23618275 $ 16,816,099 $ 16,596,540 $ 1,185572 % 18,037,666 $ 38,182,528 114,436,680
$ 6,502,478 $ 125993 $ - $ 204858 % - $ 1,553,953 8,477,282
6,056,417 1,145,883 183,392 283,602 - 989,689 8,658,983
- - - - - 940,000 940,000
- 13,307,182 - 1,089,149 14,870,000 1,860,937 31,127,268
12,558,895 14,579,058 183,392 1,667,609 14,870,000 5,344,579 49,203,533
1,560,002 1,405,855 - - - 13,410,698 16,376,555
- 965,931 16,413,148 - 3,167,666 17,886,789 38,433,534
898,500 - - - - 2,000,000 2,898,500
2,792,369 - - 525,836 - 556,470 3,874,675
5,808,509 (134,745) - (1,007,873) - (1,016,008) 3,649,883
11,059,380 2,237,041 16,413,148 (482,037) 3,167,666 32,837,949 65,233,147
$ 23618275 $ 16,816,099 $ 16,596,540 $ 1185572  $ 18,037,666  $ 38,182,528 $ 114,436,680

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS

RECONCILIATION OF THE GOVERNMENTAL FUNDSBALANCE SHEET

TO THE GOVERNMENT WIDE STATEMENT OF NET ASSETS- GOVERNMENTAL ACTIVITIES

JUNE 30, 2011

Total fund balances - total governmental funds (page F-23)

Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental funds are not current financial resources and therefore are not

reported in the governmental funds balance sheet.

Interest payable on long-term debt does not require current financial resources. Therefore, interest

payableis not reported as aliability in governmental funds balance sheet.

Deferred revenues are adjusted as follows:

Deferred revenues resulting from revenues that are not available to liquidate liabilities of the current
period in the governmental funds are reclassified as revenues in the statement of net assets.

Taxes receivable not collectible within sixty days are not available to pay current period expenditures

and, therefore, are not reported in the funds.

Internal service funds are used by management to charge the costs of insurance programs to
individual funds. The assets and liabilities of the internal service funds areincluded in
governmental activities in the government-wide statement of net assets.

Long-term liabilities are not due and payable in the current period and, therefore, they are not

reported in the governmental funds balance sheet as follows:

Annual leave $ (8,787,966)
Estimated insurance claims (2,572,048)
Net pension obligation (33,024)
Capital leases (1,754,967)
Loans and notes payable (310,135)
Certificated of partcipations (13,135,000)
Tax alocation bonds (6,835,488)
Assessment bonds (16,995,000)
Unamortized bond discount 115,944

The Other Post Employment Benefit (OPEB) obligation is not due and payable in the current period

and, therefore, is not reported in the governmental funds.

Deferred charges for bond issuance costs are not reported in the governmental funds balance sheet.

Net Assets of governmental activities (page F-19)

The accompanying notes are an integral part of this statement.
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$ 65233147

169,489,027

(769,026)

12,885,761

1,093,217

2,169,983

(50,307,684)

(4,973,720)

2,154,268

$ 106074973



CITY OF SALINAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES N FUND BALANCES

GOVERNMENTAL FUNDS
FOR YEAR ENDED JUNE 30, 2011

REVENUES
Taxes
Taxes - special assessments
Licenses and permits
Intergovernmental
Charges for services
Interest
Rental income
Fines and forfeits
Developer contributions
State grants
Miscellaneous

Total revenues

EXPENDITURES
Current:
Administration
Public safety
Public works
Recreation
Library
Contribution to other agency
Capital outlay
Debt service:
Principal retirement
Interest and fiscal charges
Steinbeck Center debt
SERAF
Pass through tax

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Loan proceeds
Loans receivable forgiven
Advance from SRA
Property transfers
Housing grant transfers
Operating transfersin
Operating transfers out

Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR
FUND BALANCES, END OF YEAR

Other Non-major

General and Housing & Urban Construction Assessment District Governmental
MeasureV Development Development Fees Assistance Debt Service Funds Total

$ 73618519 $ - $ - $ - $ - $ 6,444,442  $ 80,062,961
- - - - 3,197,657 1,519,520 4,717,177

898,451 - - - - - 898,451
1,225,520 3,710,210 - 3,170,534 - 10,038,994 18,145,258
4,318,725 - 313,920 50,982 - 119,876 4,803,503
129,670 136 81,483 - - 137,727 349,016
75,712 - - - - 231,450 307,162

77,759 - - - - 633,958 711,717

- - - 370,013 - - 370,013

- - - 268,331 268,331

114,937 170,188 - - - 21,891 307,016
80,459,293 3,880,534 395,403 3,591,529 3,197,657 19,416,189 110,940,605
14,089,799 2,247,370 - - - 1,405,734 17,742,903
49,255,020 - - - - 4,204,668 53,459,688
10,396,497 - - - - 57,300 10,453,797
1,346,892 - - - - 1,400,363 2,747,255
3,596,483 - - - - 577,361 4,173,844

- - - - - 65,000 65,000

120,197 - 1,065,417 5,089,732 - 8,797,964 15,073,310

- - - - 2,035,000 3,427,360 5,462,360

- - - - 1,012,240 1,357,072 2,369,312

- - - - - 1,088,500 1,088,500

- - - - - 459,236 459,236

- - - - - 947,862 947,862

78,804,888 2,247,370 1,065,417 5,089,732 3,047,240 23,788,420 114,043,067
1,654,405 1,633,164 (670,014) (1,498,203) 150,417 (4,372,231) (3,102,462)

- - - - - 2,055,000 2,055,000

- - - - - (36,000) (36,000)

- - - - - 180,000 180,000

1,845,000 - 210,488 27,406 - 8,879,240 10,962,134
(2,991,037) (1,238,758) (1,397,690) - - (6,355,898) (11,983,383)
(1,146,037) (1,238,758) (1,187,202) 27,406 - 4,722,342 1,177,751
508,368 394,406 (1,857,216) (1,470,797) 150,417 350,111 (1,924,711)
10,551,012 1,842,635 18,270,364 988,760 3,017,249 32,487,838 67,157,858

$ 11,059,380 $ 2,237,041  $ 16413148  $ (482,037) $ 3,167,666 $ 32,837,949 % 65,233,147

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGESIN FUND BALANCES OF THE GOVERNMENTAL FUNDSTO THE
GOVERNMENT WIDE STATEMENT OF ACTIVITIES- GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2011

Net changein fund balances - total governmental funds (page F-25)

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

Governmental funds report capital outlays as expenditures. However, in the statement of
activities, the costs of those assets are alocated over their estimated useful lives and
reported as depreciation expense. This is the amount by which depreciation exceeded
capital outlay in the current period.

Net increase (decrease) in taxes receivable not collectible within sixty days.

Deferred revenues of new housing loans are reported in the statement of net assets.
Deferred revenues of principal payments are reported in the statement of net assets.

Issuance of long-term debt including capital advances, compensating absences, and leases
provides current financia resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources in governmental
funds. Neither transaction has any affect on net assets. Also, governmental funds report
the affect of issuance costs, premiums, discounts, and similar items when debt is first
issued, whereas these amounts are deferred and amortized in the statement of activities.
Following is the net affect of these differences in the treatment of long-term debt and
related items:

Increase in benefits' liability

Net pension obligation

Capitdl leases

Loans and notes payable

Certificates of participation

Bonds payable

Assessment district 1915 act bonds

Amortization expense for bond discount

Net Other Post Employment Benefits (OPEB) expenses are recognized in Government-
Wide Statements. The net OPEB obligation is the cummulative difference between annua
OPEB costs and contributions made to the plan.

Governmental funds report the affect of issuance costs and similar items when debt is
issued, whereas these amounts are deferred and amortized in the statement of activities.
This amount is the net current period change in deferred charges for bond affect of the
bond issuance costs on bonds.

Interest payable expense on long-term debt is reported in the Government-Wide Statement
of Activities, but they do not require the use of current financia resources. Therefore,
interest payable expense is not reported as expenditures in Governmental Funds. This
amount is the current year net change in interest payable.

Internal service funds are used by management to charge the costs of activities involved in
rendering services to departments within the City. The assets and liabilities of the internal
service funds are included in the statement of net assets.

Change in net assets of governmental activities (page F-20)

$  (1924,711)

310,079
(221,467)
193,750
(146,422)
$ 39,928
5,890
(843,247)
81,173
495,000
796,186
2,035,000
(8,919) 2,601,011
(985,881)
(142,813)
80,394
119,431
$ (116,629

The accompanying notes are an integral part of this statement.
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PROPRIETARY FUNDS

Proprietary Funds are used to account for a goventisn business-type activities (activities
supported, at least in part, by fees or charg@shprietary funds are segregated into Enterprise
Funds and Internal Service Funds. Enterprise Fanglsised to report business-type activities
for which a fee is charged to external users fardgoor services. Internal Service Funds on the
other hand are used primarily for services providednternal users (other departments or
agencies).

The City has the following Enterprise Funds:

Airport Fund - This fund is used to account for the enterpoperations of the City-owned
airport.

Industrial Waste Fund This fund is used to account for enterprise apens of the City-
operated Industrial Wastewater treatment facility.

Municipal Golf Courses FundThis fund is used to account for the enterpogerations of the
Fairways and Twin Creeks golf courses.

Sanitary Sewer Fund This fund is used to account for the maintenaoicthe City’s sanitary
sewer collection system, which is funded from aclkarge on the Monterey Regional Water
Pollution Control Agency sewer user fees.

Storm Sewer Fund This fund is used to account for the maintenaotehe City’s storm
drainage system and the street sweeping progrdns pfogram was funded with a storm sewer
fee that was declared by the Court as invalid uiRdleposition 218. Until alternative funding is
secured, the program is funded with a combinatibmgemeral funds and gas tax funds. In
addition, the program is funded with a 9% streeeegping surcharge on garbage collection
billings.

Landfill Garbage Surcharge Fundrhis fund is used to account for the installmsae of the
Crazy Horse landfill site to the Salinas Valleyi8MVaste Authority.

Water Utility Fund— This fund is used to account for the repairs @aghtenance of the water
well located at Hitchcock Road. This project starite September 2003, after the well shaft had
collapsed and emergency repairs were required. Wakrs fund the costs of the water well
repairs and annual operating costs.

Parking District Fund This fund was established to account for revenoperating expenses
and debt service associated with the City’s parkaugjities. The City’s paid parking facilities
include the Monterey Street Parking Structure Shknas Street Garage and four parking lots.
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CITY OF SALINAS
STATEMENT OF FUND NET ASSETS (DEFICITS)
PROPRIETARY FUNDS
JUNE 30, 2011

ASSETS
Current assets:
Cash and investments
Receivables, net
Accounts
Accrued interest
Restricted cash and investments
Deferred charges
Due from general fund

Total current assets

Noncurrent assets:
Due from other agencies
Capital assets
Nondepreciable
Depreciable buildings, property,
and infrastructure, net
Net capital assets
Total noncurrent assets
Total assets

LIABILITIES

Current liabilities:
Accounts payable
Deposits
Due to other funds
Insurance claims payable
Interest payable

Long term debt - due within one year

Total current liabilities

Noncurrent Liabilities:
Accrued leave
Advance from general fund

Long term debt - due in more than one year

Total noncurrent liabilities
Total liabilities

Net Assets:

Invested in capital assets, net of related debt

Restricted
Unrestricted

Total net assets (deficits)

Governmental
Business-type Activities - Enterprise Funds Activity
Landfill
Industrial Municipal Sanitary Storm Garbage Water Parking Internal
Airport Waste Golf Courses Sewer Sewer Surcharge Utility District Totals Service
196504 $ 1330660 $ 438571 $ 1555484 % 779743 $ - $ 44,020 $ 127,758  $ 4472740 $ 7,083,146
130,940 227,785 25,000 666,897 2,579 - 7,771 89,752 1,150,724 165

187 1,325 - 977 203 - - - 2,692 5,421

- - 960,866 1,031,529 - - - 1,148,388 3,140,783 419,040

- 9,906 1,243,213 177,758 - - - 836,527 2,267,404 -

- - - - - - - - - 5,887,825
327,631 1,569,676 2,667,650 3,432,645 782,525 - 51,791 2,202,425 11,034,343 13,395,597

- - - - - 3,514,756 - - 3,514,756 -

4,217,138 1,030,560 - 959,335 - - - 6,700 6,213,733 -
11,554,702 4,313,174 5,094,330 37,579,293 56,377,651 - 128,345 13,352,081 128,399,576 -
15,771,840 5,343,734 5,094,330 38,538,628 56,377,651 - 128,345 13,358,781 134,613,309 -
15,771,840 5,343,734 5,094,330 38,538,628 56,377,651 3,514,756 128,345 13,358,781 138,128,065 -
16,099,471 6,913,410 7,761,980 41,971,273 57,160,176 3,514,756 180,136 15,561,206 149,162,408 13,395,597

43,766 84,225 3,357 71,210 78,198 - 775 31,742 313,273 89,191
68,796 - - - - - - - 68,796 -
24,586 6,434 - 35,180 9,601 - - - 75,801 -
- - - - - - - - - 11,136,423
- 6,363 85,278 246,387 2,726 - - 225,872 566,626 -
26,716 75,000 320,000 430,000 42,157 - - 405,000 1,298,873 -
163,864 172,022 408,635 782,777 132,682 - 775 662,614 2,323,369 11,225,614
24,727 20,974 - 101,588 115,304 - - 24,373 286,966 -

- - 150,000 - - - - 1,360,000 1,510,000 -
112,339 270,000 10,950,000 11,600,000 19,778 - - 14,715,000 37,667,117 -
137,066 290,974 11,100,000 11,701,588 135,082 - - 16,099,373 39,464,083 -
300,930 462,996 11,508,635 12,484,365 267,764 - 775 16,761,987 41,787,452 11,225,614

15,632,785 4,998,734 (6,175,670) 26,508,628 56,315,716 - 128,345 (1,761,219) 95,647,319 -

- 86,999 960,866 1,031,529 8,236 - - 1,148,388 3,236,018 419,040

165,756 1,364,681 1,468,149 1,946,751 568,460 3,514,756 51,016 (587,950) 8,491,619 1,750,943
15798541 $ 6450414 $ (3746655 $ 29486908 $ 56892412 $ 3514756 $ 179,361  $ (1,200,781) $ 107,374,956  $ 2,169,983

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS (DEFICITS)
PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2011

OPERATING REVENUES:
Charges for services
Licenses and permits
Rental income

Total operating revenues

Operating Expenses:
Personnel services
Administration
Contractual services
Supplies
Insurance
Insurance claims
Fees and permits (taxes)
Utilities
Bad debt expense
Depreciation
Amortization
Land rent
Other

Total operating expenses
Operating income (loss)

NONOPERATING REVENUES (EXPENSES)
Investment income
Interest expense
Gain (loss) on disposition of fixed assets
Other nonoperating revenues (expenses)

Total nonoperating revenues(expenses)

INCOME (LOSS) BEFORE
CONTRIBUTIONS AND TRANSFERS

Contributed assets

Contribution to parking from SRA
Transfersin

Transfers out

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Governmental
Business-type Activities - Enterprise Funds Activity
Landfill
Industrial Municipal Sanitary Storm Garbage Water Parking Internal
Airport Waste Golf Courses Sewer Sewer Surcharge Utility District Totals Service
$ 6041 $ 1271099 $ - $ 2711178 $ 277625 % - $ 10482 $ - 4276425 $ 6,825,094
70,398 - - - - - - 476,090 546,488 -
1,120,024 - - - - - - - 1,120,024 -
1,196,463 1,271,099 - 2,711,178 277,625 - 10,482 476,090 5,942,937 6,825,094
509,206 227,951 - 712,154 985,598 - - 197,898 2,632,807 337,395
196,839 100,907 - 136,998 142,056 - 867 65,868 643,535 -
160,117 188,370 47,589 25,167 43,809 - 6,904 284,638 756,594 414,872
63,334 13,842 - 106,643 122,476 - - 12,520 318,815 623
19,627 11,100 - 25,600 14,900 - - - 71,227 886,136
- - - - - - - - - 5,791,608
46,526 10,340 - - - - - - 56,866 -
99,921 294,225 - 173,239 4,930 - - 65,695 638,010 -
94,185 - - - - - - - 94,185 -
682,366 172,853 557,527 1,444,601 2,640,757 - 10,268 573,877 6,082,249 -
- 2,476 71,153 9,875 - - - 36,371 119,875 -
20,356 1,506 8,032 5,854 3,747 - - 544 40,039 320
1,892,477 1,023,570 684,301 2,640,131 3,958,273 - 18,039 1,237,411 11,454,202 7,430,954
(696,014) 247,529 (684,301) 71,047 (3,680,648) - (7,557) (761,321) (5,511,265) (605,860)
1,170 6,569 2,083 4,682 2,360 284,067 - 50 300,981 33,034
- (27,209) (209,096) (600,254) 1,774 - - (688,819) (1,523,604) -
(63,459) - - - - - - - (63,459) -
16,038 - 675,000 57 - - - 78 691,173 -
(46,251) (20,640) 467,987 (595,515) 4,134 284,067 - (688,691) (594,909) 33,034
(742,265) 226,889 (216,314) (524,468) (3,676,514) 284,067 (7,557) (1,450,012) (6,106,174) (572,826)
2,176,254 - - 604,779 460,638 - - - 3,241,671 -
- - - - - - - 1,088,500 1,088,500 -

- - - - 1,214,300 - - 39,864 1,254,164 700,000
(16,354) (71,418) - (330,256) (130,686) (385,097) - - (933,811) -
1,417,635 155,471 (216,314) (249,945) (2,132,262) (101,030) (7,557) (321,648) (1,455,650) 127,174

14,380,906 6,294,943 (3,530,341) 29,736,853 59,024,674 3,615,786 186,918 (879,133) 108,830,606 2,042,809
$ 15,798,541 $ 6450414 $ (3,746,655) $ 29,486,908 $ 56,892,412 $ 3,514,756 $ 179,361 $ (1,200,781) 107,374,956 $ 2,169,983

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2011

Cash Flows from Operating Activities:
Receipts from customer and users
Receipts from interfund services provided

Payments to suppliers
Payments to employees
Payments to claimants

Net Cash Provided (Used) by Operating Activities

Cash Flows from Non-Capital Financing Activities:

Other non-operating revenue
Deposits

Advance received from General Fund

Contribution from SRA
Operating transfersin
Operating transfers out

Net Cash Provided by (Used for)
Non-Capital Financing Activities

Cash Flows from Capital and Related Financing Activities:

Acquisition of capital assets
Proceeds from capital debt

Deferred bond issuance costs
Principal paid on capital debt

Interest paid on capital debt

Net Cash Provided (Used) by Capital and
Related Financing Activities

Cash Flowsfrom Investing Activities:

Interest received

Increase (decrease) in fair value of investments
Transfer (to) from restricted cash
Net Cash Provided by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Y ear

Cash and Cash Equivalents at End of Y ear

Governmental
Landfill Activities -
Industrial Municipal Sanitary Storm Garbage Water Parking Internal
Airport Waste Golf Courses Sewer Sewer Surcharge Utility District Totals Service Funds
$ 1047918 $ 1145132 - $ 2219802 $ 309,774 % - $ 8384 % 386,338 $ 5117,348 $ 940,320
- - - - - - - - - 3,564,327
(607,778) (639,589) (124,733) (476,673) (321,854) - (8,125) (483,894) (2,662,646) (1,301,861)
(511,850) (240,498) - (729,410) (989,929) - - (208,311) (2,679,998) (344,632)
. R - - - - - - - (5,066,164)
(71,710) 265,045 (124,733) 1,013,719 (1,002,009) - 259 (305,867) (225,296) (2,208,010)
13,829 - 650,000 57 - - - 78 663,964 -
40,760 - - - - - - - 40,760 -
- - - - - - - 175,000 175,000 -
- - - - - - - 1,088,500 1,088,500 -
- - - - 1,214,300 - - 39,864 1,254,164 700,000
(16,354) (71,418) - (330,256) (130,686) (385,097) - - (933,811) -
38,235 (71,418) 650,000 (330,199) 1,083,614 (385,097) - 1,303,442 2,288,577 700,000
(155,117) (81,297) - 8,595 (3,738) - - (27,346) (258,903) -
- - - - - 101,030 - - 101,030 -
- 2,476 71,153 9,875 - - - 36,371 119,875 -
- (70,000) (300,000) (410,000) (40,307) - - (390,000) (1,210,307) -
- (28,500) (282,065) (607,933) - - - (692,410) (1,610,908) -
(155,117) (177,321) (510,912) (999,463) (44,045) 101,030 - (1,073,385) (2,859,213) -
1,887 5,789 2,084 5,540 3,919 284,067 - 175 303,461 34,318
(379) 573 - (375) (846) - - (69) (1,096) (147)
- - (1,560) 718,587 - - - 352 717,379 (81,718)
1,508 6,362 524 723,752 3,073 284,067 - 458 1,019,744 (47,547)
(187,084) 22,668 14,879 407,809 40,633 - 259 (75,352) 223,812 (1,555,557)
383,588 1,307,992 423,692 1,147,675 739,110 - 43,761 203,110 4,248,928 8,638,703
$ 196,504 $ 1,330,660 $ 438571 $ 1555484 $ 779,743 $ - $ 44020 $ 127,758 $ 4,472,740 $ 7,083,146

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2011

Reconciliation of Operating Incometo Net Cash
Provided (Used) by Operating Activities:
Operating income (l0ss)

Adjustments to Reconcile Net
Income to Net Cash Provided by
Operating Activities:
Depreciation
(Increase) decrease in accounts receivable
Increase (decrease) in allowance for bad debt
(Increase) decrease in Deposits
(Increase) decrease in due from General Fund
Increase (decrease) in accounts payable
Increase (decrease) in insurance claims
Increase (decrease) in accrued leave
Increase (decrease) in restricted cash
Transfer to restricted cash

Total adjustments to net income

Net Cash Provided by Operating
Activities

Governmental
Landfill Activities -
Industrial Municipal Sanitary Storm Garbage Water Parking Internal
Airport Waste Golf Courses Sewer Sewer Surcharge Utility District Totals Service Funds
$  (696,014) $ 247529 $ (684,301) $ 71,047 $ (3,680,648) - (7,557) (761,321) $ (5,511,265) $ (605,860)
682,366 172,853 557,527 1,444,601 2,640,757 - 10,268 573,877 6,082,249 -
(105,220) (125,967) - (491,376) 32,149 - (2,098) (89,752) (782,264) 128
48,650 48,650 -
2,210 - - - - - - - 2,210 -
. _ - - - - - - - (3,158,298)
(645) (30,137) 2,042 (12,880) 11,389 - (354) (28,586) (59,171) 7,359
- - - - - - - - - 1,556,122
(3,057) 767 - 2,327 (5,656) - - (85) (5,704) (7,743)
- - - - - - - - - (81,719)
- - - - - - - - - 81,719
624,304 17,516 559,569 942,672 2,678,639 - 7,816 455,454 5,285,970 (1,602,432)
$ (71,710) $ 265,045 $ (124,732) $ 1,013,719 $ (1,002,009) - 259 (305,867) $ (225,295) $ (2,208,292)

The accompanying notes are an integral part of this statement.
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FIDUCIARY FUNDS

Fiduciary Funds are used to account for assetsihedrustee or agency capacity for others and
therefore cannot be used to support the governsiemth programs. The City maintains the
following Fiduciary Funds:

Private Purpose Trust FundsThese funds are used to account for any trushgement not
properly reported in a pension trust fund undercitprincipal and income benefit individuals,
private organizations, or other governments. Thtg &counts for the following trust funds:
Community Center, Monterey Regional Water PollutiGontrol Agency (MRWPCA) Fees,
Sales Tax, Payroll Taxes, Developer Deposits, EmideRoom, Construction Bonds, Monterey
County Tourism Improvement District, Leadershipiisad, and miscellaneous.

Pension Trust Funds These funds are used to account for resoure¢sth required to be held

in trust for the members and beneficiaries of defibenefit pension plans, defined contribution
plans, other post-employment benefit plans, orromeployee benefit plans. The City’s only
pension trust fund is the Deferred CompensatiordFwich allows City employees to invest in
trust deeds that are managed by the City with trersight of an investment committee that is
made up of representatives from each of the bargaimits.

Agency Funds These funds are used to account for assetdrhaliagency capacity by the City
for individuals, private organizations, other gaweents and/or other funds. These funds are
custodial in nature (assets equal liabilities) alal not involve measurement of results of
operations. The City accounts for the followingelagy funds: Sunrise House, Economic
Development, Salinas Valley Enterprise Zone, Sedohdnce Youth Program, Cafeteria Plan,
Retirees Health Insurance and Business ImproveBistrict.
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CITY OF SALINAS
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

JUNE 30, 2011

Private
Purpose Pension
Trust Trust Agency Total
ASSETS
Cash and investments $ 1025667 $ 17,783915 $ 727,264 $ 19,536,846
Cash and investments restricted 10,823 - - 10,823
Accounts receivable 16,371 - 153,696 170,067
Interest receivable - 504 234 738
Due from other agencies - - 115,571 115,571
Total assets 1,052,861 17,784,419 996,765 19,834,045
LIABILITIES
Accounts payable 69,333 8,347 265,835 343,515
Accrued leave - - 66,381 66,381
Due to outside agencies - - 19,350 19,350
Due to other funds 6,000 - - 6,000
Deferred revenues - - (44,195) (44,195)
Total liabilities 75,333 8,347 307,371 391,051
NET ASSETS
Held in trust for pension benefits
and other purposes $ 977528 $ 17,776,072 $ 689,394 $ 19,442,994

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS
STATEMENT OF CHANGESIN FIDUCIARY NET ASSEST
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Private
Purpose Pension
Trust Trust Total
ADDITIONS
Contributions
Plan members $ - $ 532,404 % 532,404
Private donations 1,392,296 - 1,392,296
Tota contributions 1,392,296 532,404 1,924,700
Investment earnings
Interest 89 2,238,173 2,238,262
Net investment earnings 89 2,238,173 2,238,262
Total additions 1,392,385 2,770,577 4,162,962
DEDUCTIONS
Benefit payments - 4,134,920 4,134,920
Payments on behalf of trustees 1,341,641 - 1,341,641
FMV write-down - 7,006,400 7,006,400
Tota deductions 1,341,641 11,141,320 12,482,961
CHANGE IN NET ASSETS 50,744 (8,370,743) (8,319,999)
NET ASSETS
BEGINNING OF THE YEAR 926,784 26,146,815 27,073,599
END OF YEAR $ 977528 % 17,776,072 $ 18,753,600

The accompanying notes are an integral part of this statement.
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific#tdcounting Policies:

A. Reporting Entity

Description of the Reporting Entity

The City of Salinas was incorporated as a charigr @ March 4, 1874. The City operates
under a Council-Manager form of government and igies/the following services as authorized:
Public Safety, Public Works, Recreation-Parks, aiprand General Government Administrative
Services. The City also operates an Airport, a Diown Parking District, a Sanitary Sewer
System, a Water Utility, a Storm Sewer System anbhdustrial Waste Facility.

The basic financial statements of the City of SadinCalifornia (City), include the financial
activities of the City (the primary government) aitelcomponent units. The component units
discussed below are included in the City’s repgrtmtity because of the significance of their
operational or financial relationship with the Cityhe blended component units, although
legally separate entities, are, in substance, gfattte City’'s operations and so data from these
units is combined with data of the primary governm&he City has no discretely presented
component units. The City and its blended compbuaeits have June 30 year ends.

Blended Component Units

City of Salinas Redevelopment AgeneyThe City of Salinas Redevelopment Agency (the
Agency) was created by the City Council with théhauty and responsibility for redeveloping
and upgrading blighted areas of the City. The Ageis financed by property tax increments
according to the State Community Redevelopment LEwve Agency’s purpose is to eliminate
blighted areas by encouraging the development siieatial, including low and moderate-
income housing, commercial and industrial faciditieThe Redevelopment Agency is a legal
separate entity; however, the City Council has agpd its members to serve as the governing
board of the Agency, and is fully accountable fsrfiscal matters. The City Council, acting as
an Agency Board, appoints the Agency’s Executivee@or, Legal Counsel, and Treasurer. In
the attached statements, the Agency is presentdleirSpecial Revenue, Debt Service and
Capital Projects Funds.

There have been recent significant legislative gkanaffecting California Redevelopment
Agencies. This issue is further discussed as aesulesit event in Note 28 — Subsequent Events.

A separate Annual Financial Report of the Salinadd@Relopment Agency is published and is
available from the Agency Treasurer at the Agen€&ygnce Department located at 200 Lincoln
Avenue, Salinas, CA 93901.

The Salinas Public Financing Authority (Authority)The Authority was established October 6,
1992 pursuant to a Joint Exercise of Powers Agreérbg and between the City and the
Agency. It was established to refund Central Gé&yitalization Project tax allocation bonds.

The Authority was used on the following dates for following purposes:

o April 19, 1994 - to issue a site lease to finanoe eéxpansion of the industrial waste
facility.
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

1. Description of the Reporting Entity and Signific#@dcounting Policies(Continued)

» September 17, 1996 - to issued Central City Raexéabn Project Tax Allocation Bonds,
Series A 1996.
* March 25, 1997 - issue Variable Rate Lease RevBoues, Series A and B 1997.
* October 24, 1997 - to issue Certificates of Pgréition, Series A 1997.
* February 25, 1999 - to issue Certificates of Pigitton, Series A 1999.
» December 17, 2003 - to issue Certificates of Fpetmon, Series A 2004.
» September 1, 2005 - issue Refunding CertificatioRanticipation, Series 2005 A and B
* August 21, 2008 - to issue variable rate taxabfending Certificates of Participation
Series 2008.
The Authority is reported in Debt Service and Epitisie Funds. A financial report is not issued
by the Authority.

Other Organizations

The City of Salinas acts as fiscal agent for SenH®use and Second Chance Youth Program;
therefore, financial information for these agences included in the accompanying financial
statements as fiduciary fund types.

B. Financial Statement Presentation

In recent years, the City’s General Fund has steagtp balance its revenues and expenditures,
and has attempted to balance its deficit spendirmugh the sale of surplus assets, reduction in
employee compensation packages and reductions ikfovce. Additionally, the economic
downturn had a considerable negative impact taCitys revenues. For thieng term, the City
believes additional revenues will be generatedrbinerease in sales tax revenues mainly due to
the recovery of the economy and new commercial Idpweent. The City will address the
structural deficit by prioritizing service levelgptimizing cost recovery and reviewing all
opportunities to increase revenues. The City befiethat success in increasing revenues and
controlling cost is achievable and that availatdshcand cash equivalents will provide adequate
liquidity to fund the City’s operations through laast June 30, 2012. The financial statements
do not include any adjustments to reflect the ®ieififects in the recoverability and classification
of assets or the amounts and classification oflities.

Government-Wide Financial StatementShe statement of net assets and statement ivitiast
display information about the primary governmenitf)lCand its component units. These
statements include the financial activities of theerall government, except for fiduciary
activities. These statements distinguish betwkergbvernmental and business-type activities of
the City. Governmental activities, which are nolignasupported by taxes and inter-
governmental revenues, are reported separately fasmess type activities, which rely to a
significant extent on fees charged to externaligsurt
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific&dcounting Policies(Continued)

The statement of activities presents a comparistween direct expenses and program revenues
for each segment of the business-type activitiethefCity and for each function of the City’s
governmental activities. Direct expenses are thibsg are specifically associated with a
program or function and, therefore, are clearlyntdble to a particular function. Program
revenues include 1) charges paid by the recipiehtgods or services offered by the programs
and 2) grants and contributions that are restridiedmeeting the operational or capital
requirements of a particular program.

Revenues that are not classified as program regemauding all taxes, are presented instead as
general revenues.

Fund Financial StatemertsThe fund financial statements provide informataiout the City’s
funds, including fiduciary funds. Separate stateisidar each fund category — governmental,
proprietary and fiduciary — are presented. Theatpns of each fund are accounted for with a
separate set of self-balancing accounts that camf assets, liabilities, fund equity, revenues,
expenditures or expenses, as appropriate. Govetmeswurces are allocated to and accounted
for in individual funds based upon the purposesafbich they are to be spent and the means by
which spending activities are controlled. The eagyh of the fund financial statements is on
major governmental and enterprise funds, eachalisgdl in a separate column. All remaining
governmental and enterprise funds are separatghggated and reported as nonmajor funds.

The City reports the following major governmentahds:

» General Fund and Measure-\fs the general operating fund of the City. dcaunts for
all financial resources traditionally associatedhwgovernments, which are not required
to be accounted for in another fund. The GeneraldFsupports essential City services
such as police and fire protection, street maimnteealibraries, and parks and open space
maintenance.

» Community Development Block Grant Fund (Housing &irban Development)This
fund accounts for the use of community developnémtk grant funds received from the
federal government. Other revenues in this furetbiste repayments of commercial and
residential loans and rental income from City prope Funds are used for programs or
projects that increase affordable housing and litepebple with special needs such as
senior citizens and handicapped citizens.

» Development Fees This fund accounts for fees paid by subdividerd developers of
property, by Resolution 3823 (N.C.S.), coveringffitaimpact, annexation, use of
existing or new sewers, storm drains, park faesitilibrary facilities and street trees.

» Construction Assistance The proceeds of long-term borrowings resultiregrf the sale
of Certificates of Participation to finance the aisition and construction of capital
projects are reported under this fund.

» Assessment District Debt Service Fundhis fund is used to accumulate monies for
payment of the City’s Assessment Districts ImproeaeimBonds. Debt service is
financed with special assessments levied agaimgtepty owners within the respective
improvement districts.
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

1. Description of the Reporting Entity and Signific#@dcounting Policies(Continued)

The City reports the following major enterprisedsn

Airport Fund — This fund accounts for the operations of they @i#vned airport. The
activities necessary to provide such service acewated for in the fund, including, but
not limited to, operations, maintenance, financamgl related debt service, and billing
and collection.

Industrial Waste Fund- This fund accounts for the operations of they @perated
Industrial Waste Water treatment facility.

Municipal Golf Courses Fund This fund accounts for the operations of Fairsvand
Twin Creek golf courses.

Sanitary Sewer Funéd This fund accounts for the maintenance of thiy'€isanitary
sewer collection system, which is funded from aclkarge on the Monterey Regional
Water Pollution Control Agency sewer user fees.

Storm Sewer Fund This fund accounts for the maintenance of thg'€€storm drainage
system and the street sweeping program. This anogvas funded with a storm sewer
fee that was declared by the Court as invalid uiteposition 218. Until alternative
funding is secured, the program is funded with mlmoation of general funds and gas
tax funds. In addition, the program is funded vaili®% street sweeping surcharge on
garbage collection billings.

Landfill Garbage Surcharge FurdThis fund accounts for the installment sale haf t
Crazy Horse landfill site to the Salinas Valleyi8MVaste Authority.

Water Utility Fund— This fund accounts for the repairs and mainteeasf the water
well located at Hitchcock Road. This project sdrin September, 2003, after the well
shaft had collapsed and emergency repairs weraregquWater users fund the costs of
the water well repairs and annual operating costs.

Parking District Fund- This fund accounts for the operations of they'’€iparking
facilities. The activities necessary to providelsservices are accounted for in the fund,
including, but not limited to, operations, maintece, financing and related debt service,
and billing and collection.

The City reports the following additional fund type

Internal Service Fund (a proprietary fund tymecounts for the services provided to
internal users (other departments or agencies).
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific&dcounting Policies(Continued)

C. Measurement Focus and Basis of Accounting

Measurement focus and basis of accounting refardhem revenue and expenditures or expenses
are recognized in the accounts and reported irb#sec financial statements. The accounting
and financial reporting treatment applied to a fisidetermined by its measurement focus. All
governmental funds are accounted for using a cufieancial resources measurement focus.
With this measurement focus, only current assatscarrent liabilities are generally included on
the balance sheet. Operating statements of thess present increases (i.e., revenues and other
financing sources) and decreases (i.e., expenditanel other financing uses) in net current
assets. When both restricted and unrestrictecgssats are available, unrestricted resources are
used only after the restricted resources are dsplet

The government-wide, proprietary and private-pugpdsist fund financial statements are
accounted for on a flow of economic resources nreasent focus. With this measurement
focus, all assets and all liabilities associatetthwie operation of these funds are included on the
statement of net assets. Operating statementesé flunds present increases (i.e., revenues) and
decreases (i.e., expenses) in total net assets.

» Government-wide financial statemenése accounted for using the accrual basis of
accounting. Revenues are recognized when theyaaned and expenses are recognized
when they are incurred.

» Governmental fundsire accounted for using the modified accrual bakiaccounting.
Their revenues are recognized when they becomeursds and available as net current
assets. The City considers property taxes as #@il& they are levied and collected
within 60 days after year-end. The availabilityipdrfor all other revenues susceptible to
accrual is also 60 days. Revenues considered dildeefo accrual include property
taxes, sales tax, licenses, interest and rentadsges for services and intergovernmental
revenues. All other revenues are recognized onlgnwthe cash receipts are collected.
Expenditures are recorded when the related furnitiais incurred, except for principal
and interest on general long-term debt, compensabsgénces and claims which are
recognized when due.

» Proprietary funds, private purpose and pension fiwsds are accounted for using the
accrual basis of accounting. Revenues are recagjmiben they are earned and expenses
are recognized when they are incurred. Water, seamer refuse collection service
revenues earned at June 30, but unbilled, are mexzxt)

Proprietary funds distinguish operating revenues expenses from non-operating items.
Operating revenues and expenses generally resuait firoviding services in connection
with the fund's principal ongoing operations. Thén@pal operating revenues of the
City's enterprise and internal service funds am@ds for customer services including:
water, sewer and refuse collection, and servicp@ticharges. Operating expenses for
enterprise funds and internal service funds incltide cost of services, administrative
expenses and depreciation on capital assets. ¥dhrees and expenses not meeting this
definition are reported as non-operating revenunesexpenses.
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific&dcounting Policies(Continued)

Private-sector standards of accounting and finameforting issued prior to November
30, 1989, generally are followed in both governmeittle and proprietary fund financial
statements to the extent that those standardstdmwnbict with or contradict guidance of
the Governmental Accounting Standards Board (GASBpvernments also have the
option of following subsequent private-sector guicka for business-type activities and
enterprise funds, subject to the same limitatiofhe City has elected not to follow
subsequent private-sector guidance.

D. Budgeting

The Budget is prepared by the City Manager and tediopy City Council. Formal budgetary
integration was employed as a management contvateleuring the fiscal year for the General
Fund, Special Revenue Funds and Capital Projectds-u

The City Manager may transfer budget appropriatibesveen departments and Department
Directors may transfer appropriations between @ogr and accounts within their individual
departments and divisions, but only the Council rbgolution may appropriate funds from
reserves or fund balances.

Budgets for General, Special Revenue and Capitaje€ts Funds are adopted on a basis
consistent with generally accepted accounting ppies (GAAP). Reserves for future lease
commitments have been established for accountingogas and the fund balance is reserved for
the total lease commitment consistent with budgéties.

Budget policy excludes taxes, interest, and acsotateivable assets, which are not currently
available resources for budget purposes, and comalgrn deposits which are returned upon
right of way acquisition.

Expenditures may not legally exceed budgeted apatogns at the government level. Budgeted
amounts shown are as originally adopted or as aewkbg the City Council during the year.
During the year, several supplementary appropriatigere necessary.

Appropriations lapse at fiscal year end and thenrabudgeted for the coming year. Project-
length financial plans are adopted for all cappedjects funds and appropriations are carried
forward until project completion. Grant funds aegried forward until the grant expires.

Encumbrances represent commitments related to fampexd contracts for goods or services.

Encumbrance accounting, under which purchase qrdergracts, and other commitments for

the expenditure of monies are recorded in ordereserve that portion of the applicable

appropriation, is employed as an extension of fbimiagetary integration in the governmental

funds. Encumbrances outstanding at year-end aceded as reservations of fund balance and
do not constitute expenditures or liabilities bessathe commitments will be honored during the
subsequent year.
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific&dcounting Policies(Continued)

E. Interest Earnings

Interest received on time deposits and investmisngsorated quarterly to the following funds
generally based on an average of three month eradisly balances. Interest earned by other
funds under this method is allocated to the Gerfaratl.

* General Fund

* Airport Fund

* Industrial Waste Fund

* Asset Seizure Fund

* Local Public Safety Fund

* Community Development Act of 1974 Fund

» Lighting, Landscape and Maintenance District Funds

» Storm Sewer Fund

» Sanitary Sewer Fund

* Development Fee Fund

» Special Gas Tax Improvement Fund

» Special Aviation Fund

» Certificates of Participation Debt Service Funds

» Internal Service Self Insurance Funds

» Parking District Fund

* Agency Funds

» Deferred Compensation Fund

» Assessment District Funds

» Central City Revitalization Project, Debt Serviceldousing Funds
» Sunset Avenue Merged SRA Project, Debt ServiceHmgsing Funds

F. Cash and Investments

Cash and Cash Equivalent€ash and cash equivalents are considered tmbards in demand
deposits, and short-term investments with originaiurity of three months or less from the date
of acquisition. For purposes of both the balarfuees and statements of cash flows, cash and
cash equivalents include not only currency on hdmda, deposits in the City’'s cash and
investment pool. These deposits have the samedatkastics for the participating funds as
demand deposit accounts, in that the funds maysitepdditional cash at any time and also
effectively withdraw cash at any time without prigtice or penalty. Cash and cash equivalents
also include restricted cash and money market finedts by fiscal agents. For purposes of cash
flows, the City considers all liquid market investnts with maturities of one year or less at time
of purchase to be cash equivalents. All otherstiments are stated at fair value. Market value
is used as fair value for those securities for Whtarket quotations are readily available.
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific&dcounting Policies(Continued)

Investment held in Local Agency Investment Funthe City participates in the Local Agency
Investment Fund (LAIF), an investment pool manafgdhe State of California. LAIF has
invested portion of the pool funds in structuredesoand asset-backed securities. LAIF’'s
investments are subject to credit risk with thd falth and credit of the State of California
collateralizing these investments. In additiorest structured notes and asset-backed securities
are subject to market risk as a result of change#terest rates.

LAIF determines fair value on its investments paitf based on market quotations for those
securities where market quotations are readilylahi® and based on amortized cost or best
estimate for those securities where market quaotstiare readily available and based on
amortized cost or best estimate for those secsifitieere market value is not readily available.

The City valued its investments in LAIF as of J&® 2011, by multiplying its account balance
with LAIF times a fair value factor determined bRIE value for all LAIF participants by total
aggregate amortized cost.

Other Investments Investments are accounted for in accordance thighprovisions of GASB
Statement No. 3JAccounting and Financial Reporting for Certain Istments and for External
Investment PoolsThis Statement requires governmental entitiesefmont investments at fair
value in the statement of net assets or balana ahd to recognize the corresponding change in
fair value of investments in the year in which d@ange occurred.

Investments in nonparticipating interest earningtaxcts (certificate of deposits) are reported at
cost, and all other investments are reported awvidue. Fair value is defined as the amount the
City could reasonably expect to receive for an stweent in a current sale between a willing

buyer and seller and is generally measured by quaosgket prices.

Deferred CompensationThe Deferred Compensation Plan is invested edsgef trust secured

by real or personal property and in real estatalihngk. The trust deeds are considered
nonparticipating interest earning investments aedreported at cost. Due to the economic and
real estate downturn, on October 28, 2010, the ttesds were valued by an independent real
estate professional and the real estate holdindj$o@ms have been revalued to current real estate
market values. See Note 15 for additional infororaton the various deferred compensation
plans.

G. Restricted Cash and Investment with Fiscal Agen

Certain restricted cash and investments are helfisbgl agents for the redemption of bonded
debt and for acquisition and construction of cdjtajects.

H. Accounts Receivable

All receivables are reported at their gross valud, avhere appropriate, are reduced by the
estimated portion that is expected to be uncobéxti
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CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Description of the Reporting Entity and Signific&dcounting Policies(Continued)

|. Property Tax
Monterey County assesses properties, bills forcatidcts propertytaxes as follows:
Secured Unsecured
Valuation dates January 1 January 1
Lien/Levy dates January 1 January 1
Due dates 50% on November 1 July 1
50% on February 1
Delinquent as of December 10, April 10 August 31

The term “Unsecured” refers to taxes on personapgmty other than real estate, land, and
buildings. These taxes are secured by liens opepty being taxed.

Property tax revenues are recognized when leviegligegd the measurement and availability
criteria have been met.

Property tax revenue is recorded when it becomessunable and available. Available means
when due, or past due and receivable within theeatiperiod and collected no longer than sixty
(60) days after the close of the current perioche Tity has elected not to participate in the
“Teeter Plan” offered by the County, thereby ratagnthe right to any interest and penalties
collected on the related delinquent taxes.

Property Tax Levy, Collection and Maximum Rate§he State of California Constitution
Article XIIIA provides that the combined maximumoperty tax rate on any given property
may not exceed one percent of its assessed val@ssuan additional amount for debt or
assessments has been approved by voters. Assedgedsvcalculated at 100% of market value
as defined by Article XIlIA and may be increasedmore than two percent per year unless the
property is sold, transferred or improved. The &tagislature has determined the method of
distribution of receipts from a one percent taxylamong the counties, cities, school districts
and other districts.

J. Special Assessment Districts

Special assessments are recorded as receivablestiebecome a lien on property. Special
assessments not considered available are recosdedeavables and offset by deferred revenues
in the governmental fund financial statements.gdéneral, special assessments and special tax
bonds are fully secured by liens against the pelyabwned properties benefited by the
improvement for which the bonds were issued. Thenmeo reserve for delinquent receivables
since priority liens exist against the related prties and hence the City’s management believes
value will ultimately be received by the City.
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Description of the Reporting Entity and Signific&dcounting Policies(Continued)

K. Interfund-fund Balances/Internal Balances

Interfund transactions are reflected as loans,isesvprovided, reimbursements or transfers.
Loans and residual balances outstanding in the fiumghcial statements are reported as
receivables and payables as appropriate, are guigeslimination upon consolidation and

are referred to as either "due to/from other fun¢s’y., the current portion of interfund

loans) or "advances to/from other funds" (e.g., mlo@current portion of interfund loans).

Any residual balances outstanding between the gwwental activities and the business-type
activities are reported in the government-wide ficial statements as "internal balances".
Advances to other funds, as reported in the fundrfcial statements, are offset by a fund
balance reserve account in applicable governmefutadls to indicate that they are not

available for appropriation and are not availalmamcial resources.

Services provided, deemed to be at market or neakeh rates, are treated as revenues and
expenditures/expenses. Reimbursements are whenfuwrk incurs a cost, charges the
appropriate benefiting fund and reduces its relatedt as a reimbursement. All other
interfund transactions are treated as transfe@nsfers between governmental or proprietary
funds are netted as part of the reconciliatiohedovernment-wide presentation.

All other outstanding balances between funds gperted as due to and due from other funds.
These are generally repaid within the followingéiyear.

L. Inventory of Supplies

Inventory is valued at average cost, which apprexas cost as determined on a first-in-first-out
basis. Inventory in the General Fund consistxpeadable supplies held for consumption by all
departments of the City. The cost is recordedrasx@enditure or expense in the appropriate
fund at the time individual inventory items are lditawn for use (consumption method). The
General Fund inventory amount is recorded as apsmuable portion of fund balance because
such assets are not available for current opemation

M. Land Held for Resale

Land held for resale is being carried at the loafecost or market, but no greater than the net
realizable value. In the fund financial statemgtitss amount is recorded as a nonspendable
portion of fund balance because such assets aw@vaiddble for current operations.

N. Restricted Assets

Certain proceeds of debt issues, as well as cemaiources set aside for their repayment, are
classified as restricted assets on the balance Bheause their use is limited by applicable bond
covenants. In addition, funds have been restriébedfuture capital improvements by City
resolution.
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Description of the Reporting Entity and Signific&dcounting Policies(Continued)

O. Capital Assets

Capital Assets, which include land, buildings, ioy@ments, equipment and infrastructure assets
(e.g. roads, bridges, sidewalks, and similar itera® reported in the applicable governmental or
business-type activities in the Government-WideakRmal Statements. Capital assets are
recorded at historical cost or, for donated asset)eir estimated fair market value on the date
donated. The cost of normal maintenance and reffatsdo not add to the value of the asset or
materially extend asset lives are not capitaliz€ity policy has set the capitalization thresholds

for reporting capital assets at the following:

General Capital Assets $ 5,000
Infrastructure Capital Assets $ 150,000

For all exhaustible capital assets, depreciatioreeerded on a straight-line method (with half-
year conversion applied to the first year of adtjois) over the useful lives of the assets as
follows:

Buildings 20-50 years
Other Improvements 15-45 years
Infrastructure 10-50 years
Equipment 5-20 years

P. Encumbrances

Encumbrance accounting, under which purchase ordemttacts, and other commitments for
the expenditure of monies are recorded in ordereserve that portion of the applicable
appropriation, is employed as an extension of forimadgetary integration in the General,
Special Revenue, and Capital Projects Funds. Eb@mes outstanding at year-end are
reported as reservations of fund balance since theytdmnstitute expenditures or liabilities.

Q. Compensated Absences

It is the policy of the City to permit employeesaocumulate earned but unused vacation and
sick benefit leave. Vested or accumulated annuakldar all regular City employees and paid
time-off for management employees is reported ag-term liability in the governmental
activities of the Government-Wide Financial Statataeand as current liability in the business-
type activities of the Government-Wide Financial Staets.

Employees are eligible to receive their entire @auannual leave balance upon termination, or
can elect to be paid annually for a maximum o€&éft days of annual leave, depending on years
of service. The City also pays all City employewsrity percent of their sick leave balances

upon normal (not early or disability) retirement or ten petdor other than a normal retirement.

R. Deferred Revenue

Governmental funds report deferred revenue in coorewith receivables for revenues that are
not considered to be available to liquidate lizie§ of the current period. For additional
information on deferred revenues, see Note 14.
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Description of the Reporting Entity and Significant Acetiag Policies(Continued)

S. Claims and Judgments

Claims and judgments are recognized as expenditunes it is probable that the liability has
been incurred and the amount of the loss can lsomahly estimated. The City performs an
actuarial study of claims and judgments to determinditiab on a biannual basis. This liability

is recorded in the internal service fund that accounts &City’s self insurance activities.

T. Long-Term Debt

Government-Wide Financial Statements
Long-term debt and other financed obligations agorted as liabilities in the appropriate
activities.

Bond premiums and discounts, as well as issuands, @e deferred and amortized over the life
of the bonds using the straight-line method. Bopdgable are reported net of applicable
premium or discount. Issuance costs are reported aseatktdharges.

Fund Financial Statements

The government fund financial statements do ndude long-term debt. Long-Term Debt is
shown in the Reconciliation of the Governmental dauBalance Sheet to the Government-Wide
Statement of Net Assets.

U. Net Assets and Fund Balances
Government-Wide Financial Statements

Invested in Capital Assets, Net of Related Debthis amount consists of capital assets net of
accumulated depreciation and reduced by outstardiibg that is attributed to the acquisition,
construction, or improvement of the assets.

Restricted Net Assets This amount is restricted by external creditgrantors, contributors, or
laws/regulations of other governments.

Unrestricted Net Assets This amount is all net assets that do not mieetdefinition of
“invested in capital assets, net of related debt” or “id@stlinet assets.”

Governmental Fund Financial Statements

The accompanying financial statements reflect sedhanges that have been made with respect
to the reporting of the components of fund balarfoegiovernmental funds. In previous years,
fund balances for governmental funds were repdrteatcordance with previous standards that
included components for reserved fund balance, anred fund balance, designated fund
balance, and undesignated fund.

As discussed in Note 28, due to the implementatioASB No. 54,Fund Balance Reporting
and Governmental Fund Type Definitigtise components of the fund balances of governrhenta
funds now reflect the component classificationscdbed below. Prior year amounts have been
restated to reflect the component designations requyr&iASB 54.
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Description of the Reporting Entity and Significant Acetiag Policies(Continued)

Nonspendable Fund Balaneeincludes amounts that are not in a spendable,feuch as
inventories, prepaid items, and long-term loans and redes/alt also includes amounts that are
legally or contractually required to be maintainetact or required to be retained in perpetuity,
such as the principal of an endowment.

Restricted Fund Balance includes amounts reported as restricted whest@nts placed on
the use of resources are either (1) externally sagoby creditors (such as through debt
covenants), grantors, contributors, or laws or reguiatof other governments, or (2) imposed
by law through constitutional provisions or enabling liegisn.

Committed Fund Balance includes amounts that have been limited to §pepurposes as
defined in the City Charter or through a formal geidry action of the City Council occurring
through adoption of an ordinance or resolution. These ¢omants may be changed or lifted but
only by the same formal action that was used toosepthe constraint originally. City Council
action to commit fund balance must occur within tiseal reporting period while the amount
committed may be subsequently determined.

Assigned Fund Balance includes amounts that are intended to be usedpfecific purposes
through City Council budgetary actions. For all goweental funds other than the General Fund,
any remaining positive amounts not classified asspendable, restricted or committed must be
designated as assigned fund balance.

Unassigned Fund Balaneeincludes amounts within the General Fund, th&lues resources,
either positive or negative, in excess of what carptoperly classified in one of the other four
fund balance categories. Unassigned amounts aneitedly available for any purpose. Other
governmental funds may only report a negative ugasd balance that was created after
classification in one of the other four fund balance catego

In circumstances when an expenditure is made farrpose for which amounts are available in
multiple fund balance categories, it is the Citg@icy that restricted resources will be applied
first, followed by (in order of application) comnatt, assigned, and unassigned resources, in the
absence of a formal policy adopted by the Council.

GASB 54 applies to fund balance presentations sidajied on the governmental fund balance
sheet. It does not impact the reporting of proprietadyfatuciary fund balances.

V. Self-Insurance

The City is self-insured for workers’ compensatigeneral liability, auto liability, and certain
other risks. In the government-wide financial stegats, the estimated liability for all self-
insurance liability claims are recorded as a liability.

W. Use of Estimates

The preparation of financial statements in conftymwith generally accepted accounting
principles requires management to make estimatesassumptions. These estimates and
assumptions affect the reported amounts of asadtsiabilities and the disclosure of contingent
assets and liabilities. In addition, estimates aftee reported amount of expenditures and
expenses. Actual results could differ from these estisnand assumptions.
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Stewardship, Compliance and Accountability:
At June 30, 2011, the following funds had a deficit fund baawaleficit net assets:
Governmental Funds — Major Fund - Construction Asscsdund

The deficit fund balance in Construction Assistaaend of $482,037 is due primarily to

amounts advanced by the City for costs associatddthe annexation of 2,457 acres for the
development of the Future Growth Area. The plannedetbpment includes 11,600 dwelling

units and 1,600,000 square feet of retail and officexmercial space. These costs will be
recovered from developer paid annexation fees when ssluivagreements are finalized.

Governmental Funds — Other Nonmajor Fund — Debti&eiFunds - Redevelopment Agency —
Sunset Avenue Merged Debt Service Fund

The deficit fund balance in Sunset Avenue Mergett[®ervice Fund of $391,084 is due the
payment of $459,236 for Supplemental EducationaleRee Augmentation Fund (SERAF) to
the Auditor-Controller. While the fund has few eissleft, it still owes $490,000 to the
Low/Moderate Income Housing Fund for the advanaemfrprior year used to the 2009-10
SERAF payment. Future tax increments will be used to pay hackdivance.

Enterprise Funds — Municipal Golf Courses Fund

The deficit net assets in Municipal Golf Coursesdrof $3,746,655 represents the amount of
debt issued for the purchase of capital assetsettwted the value of those capital assets net of
accumulated depreciation. Fairways Golf Course icoes under a twenty-year private
management agreement with Sierra Golf Managementin Treeks Golf Course continues
under the sub-lease agreement with the Future eé@gizZ-oundation, dba The First Tee of
Monterey County to operate and manage the Golf Course.

Enterprise Funds — Parking District Fund

The deficit net assets in the Parking District Fofié1,200,781 represents the amount of debt
issued for the construction of the Parking Structure thedexls the value of the capital assets net
of accumulated depreciation.

Debt Compliance

There are a number of limitations and restrictiomstained in the various bond indentures. The
City believes it is in compliance with all significant limitons and restrictions.
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Cash and Investments

The City’s cash and investment at June 30, 201lirarle@ded in the accompanying basic
financial statements as follows:

Government-Wide Statement of Net Assets Fund Financials
Fiduciary Funds
Governmental  Business-Type Statement of
Activities Activities Total Net Assets Total
Cash and Investments $ 56,387,58% 4,472,740 $ 60,860,329 $ 19,536,846 $ 80,397,175
Restricted Cash
and Investments 3,387,036 3,140,783 6,527,819 10,823 6,538,642

Total Cash and
Investment $ 59,77462 $ 7,61352 $ 67,388,144 $ 19,547,66 $ 86,935,381

Cash and Investments at June 30, 2011 consisted of theifgto

Cash
Demand Accounts at Banks $ 1,550,268
Petty Cash and Revolving Fund 15,000
1,565,268
Investments
State Local Agency Investment Fund 47,786,482
Certificates of Deposits 95,823
Money Market 12,091,875
Investments held in trust by Fiscal Agent 6,903,896
OPEB 289,518
Insurance Reserves 419,040
67,586,634
Deferred Compensation
Cash in State Local Agency Investment Fund 1,397,428
Trust Deeds 16,386,487
17,783,915
Total Cash Investments $ 86,935,817

The City's investment policy also governs the inment of all funds including those of the
Salinas Redevelopment Agency. The City’s investmpalicy conforms to California
Government Code. The investment of bond proceedsvsrned by the specific Indenture of
Trust. The investment policy is reviewed annuallhe City of Salinas follows the practice of
pooling cash and investments of all funds includiggency funds except for funds required to
be held by outside fiscal agents under the pronssiof bond indentures. Earnings from these
investments are allocated quarterly to each fursgéd@n an average of three month ending cash
balances.

Investment income from cash and investment heldidoal agents is credited directly to the
related fund.
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Cash and Investment&Continued)

Investments are stated at fair value. Investmgimisvn at fair value are used only to assess the
actual value if the City were to liquidate the istraents before maturity. The City intends to
hold all investments to maturity.

As of June 30, 2011, the City's investment in LAIFsw#19,183,910, which has a weighted
average maturity of 237 days. The total amount iteeeby all public agencies in LAIF at that
date is approximately $23.3 billion. The City's prammate share of structured notes and asset-
backed securities held by the LAIF was $1,397,428 or 2.84%edCity's investment in LAIF.

The Local Investment Advisory Board (Board) has ogtsiesponsibility for LAIF. The Board
consists of five members as designated by Statet&tal’he value of the pool shares in LAIF
that may be withdrawn is determined on an amortced basis, which is different from the fair
value of the City's position in the pool. The City's investnrehtAIF is unrated for credit risk.

Investments permitted by the City’s investment policyudel the following:

Certificates of Deposit Repurchase Agreements

Bankers Acceptances Guaranteed Investment Contracts

U.S. Treasury Bills and Notes State of California Looggcy Investment Fund
Government Agency Securities Passbook Savings Accounts

Mutual Funds Interest Bearing Checking Accounts

Commercial Paper

The Deferred Compensation Plan is permitted by @olution to invest in deeds of trust
secured by real or personal property.

Deposits
At June 30, 2011, the carrying amount of the Citgpaskits was $1,550,268. The bank balance

was $2,285,345. The difference is due to outstandimgks and deposits in transit. All bank
balances are insured or collateralized.

The City has waived collateral requirements fora$#s, which are fully insured up to $250,000
by the Federal Deposit Insurance Corporation (FDIC).

Investments
As of June 30, 2011, the City had the following investment aatdinities:
Cost Fair Value 0-12 months 1-5 years over 5 years

Local Agency

Investment Fund $ 49,106,495 % 49,183,910 $ 49,183,910 $ - $
Money Market 12,971,769 12,091,875 12,091,875 -
Certificates of Deposits 95,735 95,823 95,823 -
Investment Agreements 7,601,555 6,903,896 - 6,903,896
Insurance Reserves 337,319 419,040 419,040 - -
OPEB 232,007 289,518 289,518 -
Trust Deeds-Def Comp 26,161,120 16,386,487 - 16,386,487
Total $ 96,506,00 $ 85,370,54 $ 62,080,16 $ 16,386,48 $ 6,903,89

F-50



CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Cash and InvestmentgContinued)

Interest Rate Risk

Interest rate risk is the risk that changes in markterest rates will adversely affect the fair
value of an investment. As a means of limiting expedo fair value losses from rising interest
rates, the City’s investment policy limits the maturof investments in accordance with
Government Code Sections 53601(a)-(n) and 53636(n)- It is the City’s policy to ladder
investments so that there are always investmentsngpdue to meet cash flow requirements.
Because the Local Agency Investment Fund as of 30n2011 had an average life of 237 days,
it was presented as an investment with a matufiy-52 months. However, LAIF allows the
City to make withdrawals of any amount within 24uh& Information about the sensitivity of
the fair values of the City investments to marketiiest rate fluctuations is provided by the
preceding table that shows the distribution of the Citwestment by maturity.

Summarized below are the ratings of the City’s cash andtmeess:

Fair Value S&P Moodys % of Tota

Local Agency Investment Fu $ 49,183,91 NR NR 57.62%
Money Marke

Raboban 12,091,87 AAA/Aaa AAA/Aaa 14.16%
Certificates of Deposi

Raboban 10,82: AAA/Aaa AAA/Aaa 0.01%

Pinnacle Ban 85,00( NR NR 0.10%
Investment Agreemer

Fed PRM Ot 5,329,19: AAAM Aae 6.24%

Wells Fargt 599,23 AAAM Aaa-mf 0.70%

Westdeutsche Ba 975,46’ BBB+ A3 1.14%
Insurance Reserv 419,04( NR NR 0.49%
OPEE 289,51¢ NR NR 0.34%
Trust Deeds-Def Con 16,386,48 NR NR 19.20¥%
Total $ 85,370,54 100.00Y

Concentration of Credit Risk

The City places no limit on the amount the City niayest in any one issuer. However, the
City’s investment policy calls for portfolio divefisation by avoiding over concentration in a
specific maturity sector or specific investmente Tity’s portfolio is detailed in the preceding
table (see above).

Custodial Credit Risk

For an investment, custodial credit risk is the riblat, in the event of the failure of the
counterparty, the City will not be able to recovke tvalue of its investments or collateral
securities that are in the possession of an oufsitlyy. The City's investment policy limits
safekeeping of investments to third-party custody.

All of the City’'s deposits are either insured by thederal Depository Insurance Corporation
(FDIC) or collateralized with pledge securities chéh the trust department of the financial
institution in the City’s name.
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5. Restricted Assets:

Cash and investments of $6,527,819 are recorded as eszbtaggtets at June 30, 2011 as follows:

General Fund: Restricted for OPEB $ 289,518
Debt Service Fund:
Debt Service Fund - restricted to cover expensebf 2,678,478

Enterprise Fund:
Restricted to cover expenses of debt service

Golf Courses Fund $ 960,866
Sanitary Sewer 1,031,529
Downtown Parking District 1,148,388 3,140,783
Internal Service Fund:
Restricted for liability expenses and workers congagion 419,040
Total Restricted Assets $ 6,527,819

6. Taxes Receivable:

Taxes receivable recorded in the General Funds8¢#8%,921 represent amounts due for the
guarter ending June 30, 2011 for the following taxpayessessed taxes:

Sales Tax $ 3,033,241
Transaction and Use Tax 1,753,189
In-lieu Sales Tax 1,196,970
Utility Users Tax 970,497
Franchise Tax 654,258
Transient Occupancy Tax 400,072
Vehicle License Fee 330,033
Other Taxes 8,592
Property Transfer Tax 41,069
Total $ 8,387,921

7. Assessment Receivable:

Debt Service Fund — Assessments receivable reconddee Assessment District Debt Service
Fund of $14,870,000 at June 30, 2011, will be ctHleé from property owners to retire
outstanding bond principal issued for improvemantspecial assessment districts. Cash and
investments at June 30, 2011 of $3,167 &GHavailable to make bond and interest payments of
$2,994,211 that are due on September 1, 2011.

Assessment receivables in the amount of $14,80&0Hnot expected to be collected within the
subsequent year.
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Due From Other Agencies:

Due from other agencies consists of the following:

Government Activities:
Second Chance
Special Revenue Funds:

Dept. of Housing & Urban Development:
CDBG Improvement Program
CDBG Recovery Program (ARRA)
HOME Investment Program
Emergency Shelter Grant
Homelessness Prevention (ARRA)
US Department of Justice
US Department of Justice (ARRA)

National Highway Traffic Safety

California Dept of Motor Vehicles

California Highway Users Tax

Gang Reduction, Interv. and Prevent.

California Office of Traffic Safety(US DOT)

Library Awards & Contributions

Local JAG Program

COPS Secure Schools

Cable Franchise

County of Monterey

Capital Projects Funds:
Federal Aviation Administration
Federal Highway Administration
Federal Economic Stimulus
CA Dept.of Transportation
Developers

Total Government Activities

Business-Type Activities:
Enterprise Funds:
Salinas Valley Solid Waste Authority

Trust and Agency Funds:

Sunrise House:
Monterey Co Probation
Greenfield School
Monterey Peninsula Foundation
Harden Foundation
CalGRIP Grant

Second Chance Youth Program:
Cal Grip3and 4
Monterey Co Probation Grant
Monterey Co CAP
County of Monterey
City of Salinas (CalGRIP1 SOS)
MCOE Alternative Ed Program
SCYP Programs

Primary Government Totz

CITY OF SALINAS

Federal State Other Total
$ - $ - $ 19,351 $ 19,351
1,006,495 - - 1,006,495
110,240 - - 110,240
4,294 - - 4,294
39,129 - - 39,129
100,786 - - 100,786
334,196 - - 334,196
8,391 - - 8,391
60,192 - - 60,192
- 80,632 - 80,632
- 440,882 - 440,882
- 91,900 - 91,900
- 45,724 - 45,724
- - 9,294 9,294
58,110 - - 58,110
- - 50,632 50,632
- - 38,042 38,042
- - 77,639 77,639
1,721,833 659,138 175,607 2,556,578
626,983 - - 626,983
48,390 - - 48,390
255,718 - - 255,718
- 567,178 - 567,178
- - 248,069 248,069
931,091 567,178 248,069 1,746,338
2,652,924 1,226,316 443,027 4,322,267
- - 3,514,756 3,514,756
- - 12 12
- - 775 775
- - 20,000 20,000
- - 20,000 20,000
. 3,143 - 3,143
- 40,672 - 40,672
- - 1,070 1,070
- - 5,068 5,068
- - 606 606
- - 7,975 7,975
- - 6,250 6,250
- - 10,000 10,000
- 43,815 71,756 115,571
$ 2,652,92. $ 1,270,13 % 4,029,531 $ 7,952,59.
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Interfund Transactions:

Interfund Receivables/Payables (Due to/Due freriihe composition of interfund balances as of
June 30, 2011 was as follows:

Due Tc
Governmental Activitie
Capita Interna
Due From Genere Project: Service Total
Primary Governmel
Governmental Activitie:
Major Funds
General $ - $ 95,75( $ 5,887,820 $ 5,983,57
Measure \ - 72,84 - 72,84.
Comm Dev Act of 197 1,077,29. 68,58¢ - 1,145,88:
Development Fe 1,70( 181,69:. - 183,39
Construction Assis 283,60: - - 283,60:
Non-Major Funds
Lighting, Landscape & Maintenar 25,84¢ - - 25,84¢
Local Public Safet 325,08 1,817 - 326,90«
Gas Tax - 456,24« - 456,24+
SRA Project - 1,15( - 1,15(
Debt Servic 11,93( - - 11,93(
Grants 167,61! - - 167,61!
Total Governmental Activitie 1,893,07. 878,08 5,887,82! 8,658,98:
Business Type Activitie
Airport - 24,58t - 24,58¢
Industrial Wast - 6,43¢ - 6,43¢
Sanitary Sewe - 35,18( - 35,18(
Storm Sewe - 9,601 - 9,601
Total Business Type Activitir - 75,80: - 75,801
Total Primary Governme 1,893,07. 953,88! 5,887,82! 8,734,78:
Expendable Trust Func
Trust Deposit - 6,00( - 6,00(
Total Expendable Trust Fur - 6,00( - 6,00(

$ 189307 $ 959,88 $ 5,887,820 $ 8,740,78.
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Interfund TransactiongContinued)

Interfund Transfers- Interfund transfers are legally authorized tfarssbetween funds in which
one fund is responsible for the initial receiptfohds and another fund is responsible for the
actual disbursements. The composition of interfib@dnces as of June 30, 2011 was as follows:

Operating Operating
Transfers In Transfers Out
General Fund $ 1,845000 $ 2,991,037
Special Revenue Funds:
Emergency Medical Services 522,500 3,337
Local Public Safety 68,663 147,671
Housing and Urban Development - 1,238,758
Vehicle Abatement Program 50,000 -
Development Fee 210,488 1,397,690
Gas Tax 46,000 4,123,305
Traffic Safety - 645,000
Recreation Parks - 10,719
Grants - 898
Central City Housing 605,225 240,000
Sunset Avenue Merged Housing 579,743 -
2,082,619 7,807,378
Debt Service Funds:
COPS 2005B 765,097 -
COPS 1999 84,000 -
Central City Debt Service 240,000 605,225
Sunset Avenue Merged Debt Service - 579,743
1,089,097 1,184,968
Capital Projects Funds:
Construction Assistance 27,406 -
Capital Project 5,918,012 -
5,945,418 -
Total Governmental Activities 10,962,134 11,983,383
Enterprise Funds:
Airport - 16,354
Industrial Waste - 71,418
Sanitary Sewer - 330,256
Storm Sewer 1,214,300 130,686
Solid Waste - 385,097
Parking District 39,864 -
Internal Service Funds:
General Liability-Self Insurance 700,000 -
Total Business Type Activities 1,954,164 933,811
Total Governmental & Business Activities 12,916,298 12,917,194
Expendable Trust Fund:
Agency 22,859 22,387
Trust Deposits 65,613 65,189
Total Expendable Trust Fund 88,472 87,576

$ 13,004,77 $ 13,004,77

F-55



CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Interfund TransactiongContinued)

Advances to/from other funds

The total advances made from the General Fund doMunicipal Golf Course fund totaled
$150,000 as of June 30, 2011. The advance offsébotie payment deficit.

An advance of $175,000 from the General Fund toPtakking District fund was made during
fiscal year 2010-2011. The total advances made ftenGeneral Fund to the Parking District
fund totaled $1,360,000 as of June 30, 2011. Thearamk offset the operating deficit
experienced while the Downtown Parking Manageméant ®as designed and implemented.

This advance is recorded in the General Fund — Acks to other funds and in the Enterprise
Fund — Advances from General Fund for the year edded 30, 2011.

The Central City Debt Service Fund has a liabtiitghe Central City Housing Fund of $450,000
at June 30, 2011. The Sunset Avenue Merged DehticBeFund has a similar liability of
$490,000 to the Sunset Avenue Merged Housing FAndortion of the mandatory set-aside
(20% of tax increment revenue) to the Low and Matkeincome Housing Funds was deferred
in 2009-10.

In order to fund the Agency's contribution of $2,53® in 2009-10 to the Supplemental
Educational Revenue Augmentation Funds (SERAFAency suspended part of its Low and
Moderate Income Housing Fund deposit as allowedyaunt to Health & Safety Code Section
33334.2 (k). The total advance of $940,000 musfullg repaid by June 30, 2015. The debt
service requirement to maturity for the housingasétle payable at June 30, 2011 is $940,000.
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10. Loans Receivable:
At June 30, 2011, the Government-Wide and Fund rigiah Statements show the City had

$23,298,850 in long-term loans receivable, sumredras follows:

Balance New Principal Balance
Loan Type Rate June 30, 2010 Loans Payments June 30, 2011
General Fund
First Time Homebuyers 3.00% $ 29,800 % - $ - $ 29,800
Special Revenue Funds
Deferred Housing Rehabilitation 3.00% 2,034,313 - (27,066) 2,007,247
Direct Housing Rehabilitation 8.00% 324,136 29,000 (48,520) 304,616
First Time Homebuyers 3.00% 1,660,000 - (27,000) 1,633,000
Sherwood Seniors Village 3.00% 2,550,000 - - 2,550,000
Wesley Oaks 3.00% 970,353 - - 970,353
Gateway Apartments 3.00% 704,346 - - 704,346
Small Business Loans various 43,837 - (43,837) -
Plaza House 0.00% 95,370 - - 95,370
La Gloria Apartments 3.00% 745,000 - - 745,000
Los Padres Apartments 3.00% 300,000 - - 300,000
Circle of Friends 1.00% 75,000 - - 75,000
Tynan Village 1.00% 2,600,000 - - 2,600,000
Sun Street 1.00% 500,000 - - 500,000
Green Gold Inn 0.00% 157,500 - - 157,500
Tresor Apartments 3.00% 500,000 - - 500,000
Neighborhood Stabilization Program 0.00% - 164,750 - 164,750
13,259,855 193,750 (146,423) 13,307,182
Central City Project Fund
Unreinforced Masonry 0.00% 220,011 - (6,948) 213,063
Central City Debt Service Fund
Steinbeck Center Debt 1.00% 303,727 180,989 - 484,716
Central City Housing Fund
First Time Homebuyers various 1,159,500 - (36,000) 1,123,500
Housing Assistance various 174,298 - (10,748) 163,550
Gateway Apartments 3.00% 1,590,000 - - 1,590,000
Tynan Village 3.00% 1,275,000 - - 1,275,000
Tresor Apartments 3.00% 360,000 40,000 - 400,000
La Gloria Apartments 3.00% 396,541 37,459 - 434,000
4,955,339 77,459 (46,748) 4,986,050
Sunset Avenue Housing Fund
Los Padres Apartments 3.00% 1,500,000 - - 1,500,000
First Time Homebuyers 3.00% 95,000 - - 95,000
Sherwood Village 0.00% 300,000 - - 300,000
Tynan Village 3.00% 725,000 - - 725,000
La Gloria Apartments 0.00% 368,829 27,171 - 396,000
Sunflower Gardens 3.00% 1,000,000 - - 1,000,000
Down Payment Assistance 3.50% 224,500 - - 224,500
4,213,329 27,171 - 4,240,500
Sunset Avenue Merged Project Fund
Small Business Loans 0.00% 49,374 - (11,835) 37,539
$ 23,031,435 $ 479,369 $ (211,954) $ 23,298,850
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10. Loans ReceivabldContinued)

Following are the details on the loans receivailéune 30, 2011:

General Fund
$29,800 - First time homebuyers loans with 3% ggerforgiven if owner occupied for thirty
years, which are due upon transfer of propertg.titl

Special Revenue Funds
Loans recorded in the CDBG under Title | of the Biag and Community Development Act and
HOME under Title 1l of the Cranston-Gonzalez Na#ibAffordable Housing Act of 1990 are:

$2,007,247- Deferred housing rehabilitation loans3% simple interest are reviewed for
extension every five years, and are due upon eansfproperty title.

$304,616 - Direct housing rehabilitation loans #@9% interest amortized over fifteen years, and
due upon transfer of property title.

$1,633,000 - First time homebuyers loans with 3% sénmterest forgiven if owner occupied for
thirty years, are due upon transfer of propertg.tit

Deferred payment loan to Community Housing ImprogetSystems and Planning Association
Inc. (CHISPA) for:

e $2,550,000 - Sherwood Seniors Village, bearing Bnmterest at an annual rate of 3%
for 30 years. Interest charges will accrue begigiinly 1, 2006; repayment of principal
and interest is due no later than July 1, 2036. ISP¥A assigned loan to Sherwood
Village L.P., a California limited partnership.

* $970,353 - Wesley Oaks subdivision, bearing siniplerest at an annual rate of 3%.
Interest charges will accrue beginning October Q08 repayment of principal and
interest is due in full no later than September281,5.

$704,346 - Deferred payment loan to Salinas Gatew#&y for the development of the Gateway
Apartments located at 39 West Market bearing simyérest at 3% annually. Repayment in full
is due by June 30, 2028.

$95,370 - Plaza House loan for costs related tantieeior replacement and improvements of the
property located at 30 E. Market Street.

$745,000 - Deferred payment loan for the acquisitib La Gloria Apartments located at 531-
539 E. Market Street. Loan bears a simple anmialast rate of 3% for 30 years. Interest
charges commenced July 1, 2009. Repayment of pahand interest is due in full no later than
December 31, 2029.

$300,000 - Deferred payment loan for the acquisitbLos Padres Apartments located at 1260
John Street. Loan bears a compounded annual shtexe of 3% for 55 years. No payment
shall be due for the first 10 years. Repaymemtrioicipal and interest is due in full no later than
June 1, 2058.
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10. Loans ReceivabldContinued)

$75,000 - Acquisition of 7 Spoleto Circle by Chédts Circle of Friends, a foster case housing.
Deferred payment loan bearing simple interest aammmual rate of 1% for 30 years. Interest
charges began accruing July 1, 2007. Repaymentirafipal and interest is due in full no later

than December 31, 2024.

$2,600,000 - Loan to Tynan Affordable Housing LieditPartnership for construction of Tynan
Village; a mixed income apartment project for lomdavery low income households. The loan is
secured by a deed of trust and bears an annuagshtate of 1% for 55 years. Interest charges
began accruing on July 1, 2007. Repayment of pah@nd interest is due in full no later than
June 30, 2062.

$500,000 - Deferred payment loan bearing simpleésteat an annual rate of 1% for 55 Y% years.
Loan is for the acquisition of complex at Sun Stieg Interim Inc Sunflower Housing Corp.
Interest charges will accrue from the date of agitjan or upon full repayment of CalHFA MSA
loan.

$157,500 - Loan to the Salinas Redevelopment Agémcthe purchase of the Green Gold Inn
Homeless Shelter at no interest, due transferaggaty title or cessation of homeless center and
one half to be forgiven in ten years (2005).

$500,000 - Deferred payment loan for the acquisitibthe Tresor Apartments located at 1041
Buckhorn Drive. Loan bears a simple annual intera® of 3% for 40 years. Interest charges
will accrue beginning January 1, 2010. Repaymempriotipal and interest is due in full no later

than June 30, 2050.

$164,750 - Neighborhood Stabilization Program (N8Milent 2% loans deferred interest rate
for 15 years. The loans are due and payable upmsfer or sale of property, and are forgiven
after the affordability period.

Central City Project Fund

$213,063 - 26 Unreinforced Masonry Loans for engiimg and retrofitting of downtown
buildings to meet City code earthquake requiremedutans are interest free for 25 years due and
payable upon transfer or sale of property. 16 |dans e no payments due until the end of the 25
year term. 10 loans have monthly payments amorozed 25 years.

Central City Debt Service Fund

$484,716 - Loan to Steinbeck Center for debt servic Certificates of Participation. On June
15, 2010 the Agency Board authorized a loan up4@4& 16 with simple interest at the LAIF
rate not to exceed 1%, due in full on July 1, 2018.

Central City Housing Fund
$80,000 - Six First Time Homebuyer Loans at 3%regefor 30 years due and payable upon
transfer or sale of property. If owner occupies propfor 30 years, the 3% interest is forgiven.

$18,000 - Six First Time Homebuyer Loans at 6%regefor 10 years due and payable upon
transfer or sale of property. No payments due i@woccupies property for 10 years. Beginning
the sixth year, the Agency will forgive 20% of th#l amount of principal and interest until the
entire note is forgiven at the end of 10 years.
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10. Loans ReceivabldContinued)

$28,556 - Housing Construction Loan at 6% amortisedr 30 years due and payable upon
transfer or sale of property.

$118,428 - Housing Construction Loan at 5% amadtiaeer 20 years due and payable upon
transfer or sale of property.

$16,566 - Housing Rehab Loan at 2.75%/LAIF rate rbimexd over 15 years due and payable
upon transfer or sale of property.

$775,500 - Loan to CHISPA to provide down paymessistance loans to farm worker families.
Loans bear interest at 3.5% annually, are subamittathe primary mortgage, and are due upon
transfer of title. If owner occupies property for yars, the 3.5% interest is forgiven.

$250,000 - Loan made during May 2003 to the Plazan¢ for a 92-unit very low-income
residential project. Loan bears no interest andireg no payments until due in forty years.

$1,590,000 - Loan to Salinas Gateway LP for landuasition and construction of Gateway
Apartments. The loan is secured by a deed of émdtbears interest at 3%. The terms of the loan
call for annual repayments equal to 50% of thedresireceipts (rents less operating expenses)
commencing on May*ifollowing the issuance of a certificate of occupan

$1,275,000 - Loan to Tynan Affordable Housing LieditPartnership for construction of Tynan
Village. The loan is secured by a deed of trustlaeats interest at 3%. The terms of the loan call
for annual repayments equal to a 1/3 pro rata sbaB®% of the residual receipts (rents less
operating expenses) commencing in December, 2018.

$400,000 - Loan to Salinas Pacific Associates lathiPartnership for construction of Tresor

Apartments. The loan is secured by a deed of tmdtbears 3% simple interest for 60 years. The
terms of the loan call for annual repayments eqoidl3% of the residual receipts (rents less
operating expenses) commencing May 1, after Ceatéi of Occupancy is issued or May 1,

2012.

$434,000 - Loan to CHISPA for construction of Laoftd Apartments. Loan is secured by a
deed of trust, bears no interest for 60 years cameing February 1, 2010 or 55 years from when
Certificate of Occupancy is issued, whichever isrlaDue in full upon transfer, default, or end
of term.

Sunset Avenue Merged Housing Fund

$1,500,000 - Loan to KDF Communities, LLC to pusharehabilitate and convert the 219-unit
Los Padres Apartment complex to affordable houdiogin is at 3% interest for 55 years and
was originated on June 1, 2003. No payments ardaiufest 10 years. The next 5 years require
payments of $10,000, $20,000, $30,000, and $40@8pectively. Years 15 through 30 require
annual payment of $50,000. Beginning in 2034 timeaiaing balance and any accrued interest is
fully amortized in annual payments through the ehthe loan. The loan is secured by a deed of
trust in second lien position.

$95,000 - Five First Time Homebuyer Loans at 3%ridt for 30 years due and payable upon
transfer or sale of property. If owner occupiesperty for 30 years the 3% interest is forgiven.
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10. Loans ReceivabldContinued)

$300,000 - Loan made during May 2005 to CHISPALfos Abuelitos Senior Housing Project
no interest for 55 years.

$725,000 - Loan to Tynan Affordable Housing Limitd&artnership for construction of
TynanVillage. The loan is secured by a deed oft tansl bears interest at 3%. The terms of the
loan call for annual repayments equal to a 1/3rata share of 50% of the residual receipts (rents
less operating expenses) commencing in Decembé:. 201

$396,000 - Loan to CHISPA for construction of Laoftd Apartments. Loan is secured by a
deed of trust, bears no interest for 60 years ffegbruary 1, 2010 or 55 years from when
Certificate of Occupancy is issued, whichever isrlaDue in full upon transfer, default, or end
of term.

$1,000,000 - Loan to Interim Inc. for the acquasitiand reconstruction of Sunflower Gardens.
The loan bears a deferred simple interest at 3%uésin 55 years, and is secured by a deed of
trust. $403,883 was loaned during the fiscal yeaied June 30, 2009 and $596,117 was loaned
during fiscal year ended June 30, 2010.

$224,500 - Loan to CHISPA to provide down paymessistance loans to farm worker families.
Loans bear interest at 3.5% annually, are subamgittathe primary mortgage, and are due upon
transfer of title. If owner occupies property f& years, the 3.5% interest is forgiven.

Sunset Avenue Merged Project Fund
$37,539 - Sixteen interest free Emergency Smallri&ass Loans due in 10 years.

No allowance for doubtful accounts for loans reable is presented in the accompanying
financial statements.
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11. Land Held for Resale

Land held for resale consisted of the following atel@0, 2011:
General Fund

7 Vera Circle $ 223,217
1514 Verona Ct. 228,435
1853 Bradbury St. 205,877
1905 Brandbury St 225,098
1941 Gladstone Way 281,862
975 Logfellow Drive 241,366
1,405,855
Special Revenue Fund
111 Main St — Parking lot — future hotel Site 393,560
117 Main St — Alley by Steinbeck 24,445
150 Main St — Vacant lot — future hotel site 523,272
137, 145 & 151 Division Street 850,000
1,791,277
Central City Low and Moderate Income Housing Fund
17 & 19 Soledad Street 370,693
9 & 11 Soledad Street 129,738
500,431
Sunset Avenue Merged Low and Moderate Income Housing Fund
115 Division Street 335,947
123 Division Street 300,000
923 E. Market Street 521,175
1,157,122
Total Land Held for Resale $ 4,854,685

F-62



12.
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CITY OF SALINAS

For the Fiscal Year Ended June 30, 2011

Capital Assets

Capital asset activity for the fiscal year endedeJ8d, 2011 was as follows:

Governmental Activities

Capital assets, not being depreciated:

Land
Construction in progress
Total assets not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Improvements other than buildings
Machinery and equipment
Infrastructure

Total assets being depreciated

Less accumulated depreciation:
Total capital assets
being depreciated, net

Governmental Activities
capital assets, r

Business-type Activitie:

Capital assets, not being depreciated:

Land
Construction in progress
Total assets not being depreciated

Capital assets, being depreciated:
Buildings and improvements
Improvements other than buildings
Machinery and equipment
Infrastructure

Total assets being depreciated

Less accumulated depreciation:
Total capital assets
being depreciated, net

Business-type Activities
capital assets, r

Balance Adjustments/ Balance
June 30, 2010 Additions Retirements June 30, 2011
$ 22,674,022 $ - - $ 22,674,022

13,322,533 1,694,713 (11,829,806) 3,187,440
35,996,555 1,694,713 (11,829,806) 25,861,462
29,929,046 90,230 10,332,032 40,351,308
11,436,201 164,084 171,271 11,771,556
23,453,512 1,121,243 (481,458) 24,093,297
216,988,020 5,291,369 1,315,703 223,595,092
281,806,779 6,666,926 11,337,548 299,811,253
(148,624,386) (8,051,560) 492,258 (156,183,688)
133,182,393 (1,384,634) 11,829,806 143,627,565
$169,17894 $ 310,07¢ - $ 169,489,02
$ 3,632,339 $ - - $ 3,632,339
4,368,980 2,362,732 (4,150,318) 2,581,394
8,001,319 2,362,732 (4,150,318) 6,213,733
27,042,814 - 54,355 27,097,169
15,202,866 - 271,160 15,474,026
6,956,848 52,346 (96,138) 6,913,056
213,474,411 1,065,417 3,824,803 218,364,631
262,676,939 1,117,763 4,054,180 267,848,882
(133,399,734) (6,082,249) 32,677 (139,449,306)
129,277,205 (4,964,486) 4,086,857 128,399,576
$137,27852 $ (2,601,754 $ (63,461 $ 134,613,30
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12. Capital Assets(Continued)
Depreciation expense was charged to functionseoptimary government as follows:

Governmental Activities:

General Government $ 229,885
Police 706,344
Fire 428,100
Public Works, including infrastructure assets 5,761,079
Recreation and Parks 818,998
Library 107,154
Total depreciation expense - Governmental Activities $ 8,051,560
Business-type Activities:
Airport $ 682,366
Industrial Waste 172,853
Golf Courses 557,527
Sanitary Sewer 1,444,601
Storm Sewer 2,640,757
Water Utility 10,268
Preferential Parking 2,735
Downtown Parking 571,142
Total depreciation expense - Business-type Activities $ 6,082,249

13. Contingent Assets

The City made land acquisition advances totalin@2#04 to the Community Housing
Improvement Systems and Planning Association, @tdIEPA). The City holds two promissory
notes for 17 years, non-interest bearing, defgpeanent notes in the amounts of $334,362 and
$348,542. All principal and other amounts are dond payable no later than September 30,
2013. The notes are secured by deeds of trust.

14. Deferred Revenues:

Governmental funds report deferred revenues in edion with receivables for revenues not
considered available to liquidate liabilities oétburrent period (unavailable). Deferred revenues
are those where assets recognition criteria haea Ibeet, but for which revenue recognition
criteria have not been met. Deferred revenuesstated at $18,241,507 in the Government-
Wide Statements and $31,127,268 in the Fund statsmeThe difference of $12,885,761
represents long-term loans in the Special Revemumgl$-recorded as deferred revenue. These
are not available resources.

F-64



14.

15.

CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

Deferred Revenue$Continued)

Deferred revenues of $31,127,268 at June 30, 20ddist@f the following:

Governmental Activities:
Major Funds:
Housing and Urban Development

Housing Rehab Loans $ 2,328,308

First Time Homebuyers Loans 1,425,752

Salinas Redevelopment Agency Loan 157,500

CDBG/Home Program Deferred Revenue 9,395,622

Total Housing and Urban Development 13,307,182

Construction Assistance 1,089,149
Assessment District Debt Service

Assessment receivable 14,870,000

Non-Major Funds:
Special Revenue and Capital Projects grants, advances
Grants and advances 1,860,937

Total Governmental Activitie $ 31,127,26

Deferred Compensation Plan:

The City has four deferred compensation plans edeat accordance with Internal Revenue
Code Section 457. The Small Business Job Proteétod of 1996 requires the establishment of
a trust or similar vehicle to ensure that the assétDeferred Compensation Plans under the
Internal Revenue Code Section 457 are protecteduaad exclusively for the benefit of Plan

participants and/or their beneficiaries. Accordingthese laws the City established Employer
Trust arrangements for each of the Plans befoneaigri, 1999.

The City has established Employer Trust agreemerits ICMA Retirement Corporation,
Hartford Insurance, and Central Coast Credit Unidn. 1998, the City Council adopted a
Resolution amending the City administered defeo@mipensation plans to conform to the new
law protecting the plan participant assets from alaym against the City. Under the Trust
arrangement, individual accounts maintained by teeord-keeper used for receiving
contributions and paying distributions must be sabjo the Trust. The existence of the Trust
does little to change the Plan structure excepttba layer of protection for money set aside for
the employee against claims of the Employer’s toesli The law also allows an increase in the
amount a participant may contribute to differ egelr, based on changes in the consumer price
index.
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15. Deferred Compensation PlafContinued)

International City Manager’s Association (ICMA)

The International City Manager’'s Association Retient, Inc., Plan had 295 participants and a
balance of $18,129,805 at June 30, 2011. All eygde are eligible to participate through
voluntary salary deduction. Some management erapkparticipated in lieu of participation in
the New York Life Retirement Program until June 1995 when a qualified 401(a) retirement
program was established. These assets are noteépm the City’s financial statements at June
30, 2011 pursuant to the Employer Trust establishedthe City with ICMA Retirement
Corporation during November 1997.

Trust Deed Program

The City administers a Trust Deposit Fund thatudek a deferred compensation plan funded
solely by the voluntary salary reductions. The goflthe Trust Deed program is to invest
participants funds in short-term deeds of trusisThvestment option is administered within the
City of Salinas by the City’s appointed administrabf the Deferred Compensation Plan. Loans
are based on equity after obtaining a fee appratdbproperty is physically inspected and the
loan package is reviewed and approved/disapproyed Deferred Compensation Committee.
All employees are eligible to participate. The rPlaad 437 participants and a balance of
$17,783,164 in net assets at June 30, 2011. Thedesain these plans is available to employees
only upon termination, retirement, death or unfeessemergency. While the Employer Trust
established by the City on December 15, 1998 piotese funds from creditors of the City,
because the City administers the plan assets,ateeincluded in the City’s financial statements
at June 30, 2011.

Due to the economic and real estate downturn, rtist teeds were valued by an independent
real estate professional on October 21, 2010. ThustTDeed Committee authorized the write

down of $7.0 million due to the decline in net reable value and it is reflected in the Statement
of Changes in Fiduciary Net Assets (page F-34).

Central Coast Federal Credit Union (CCFCU)

This third deferred compensation plan was estaddisim August 1993. The plan funds are

backed by the full faith and credit of the U.S. @mment and are also insured by the National
Credit Union Administration (NCUA), an agency ottfederal government for up to $100,000.

Central Coast collateralizes any amounts investdatieir savings accounts in excess of NCUA
insurance limits in accordance with applicable lIawere were 81 participants with a balance at
June 30, 2011 is $4,620,767. All employees arabéfigo participate through voluntary salary

deductions. The assets for this plan are not regam the City’s financial statements.

Hartford Life Insurance

This fourth Deferred Compensation plan was estaétisin September 2000. This retirement
savings plan enables employees to defer a porfidhedar current compensation for payment at
later date, generally retirement. Salary deferafscontributions) are voluntary, and are made
through the ease of payroll deduction. Hartforcerdfa variety of investment vehicles that vary
in risks, term and return to the investment. Thasestment options are offered through a group
variable annuity contract. There were 42 participawith a balance at June 30, 2011 of
$2,242,174. All employees are eligible to partitgpthrough voluntary salary deductions. The
assets for this plan are not reported on the Ciigancial statements.

F-66



CITY OF SALINAS
Notes to Basic Financial Statements
For the Fiscal Year Ended June 30, 2011

16. Retirement Programs:

As of June 30, 2011, the City was contributing iceé employee retirement programs. Total
pension expenses for the fiscal year were $13,045j8Acluding employee contributions, normal
costs and annual amortization of prior serviceost

Public Employees Retirement System

Plan Descriptior The City of Salinas’ defined benefit pensionnglaSafety Fire Plan, Safety
Police Plan and Miscellaneous Plan, provide ret@mand disability benefits, annual cost-of-
living adjustments, and death benefits to plan memsbnd beneficiaries. The Plans are part of
the Public Agency portion of the California Puldimployees Retirement System (CalPERS), an
agent multiple-employer plan administered by CalBERhich acts as a common investment
and administrative agent for participating publepdoyers within the State of California. Under
the authority of approved legislation, the CalPEB&ard of administration created a Risk
pooling system for plans with less than 100 paénis. The Fire Safety Plan is required to
participate in a risk pool since there were lessmitbne hundred active members in at least one
valuation since June 30, 2003. Risk pooling coasi§pooling assets and liabilities from several
employers to produce a large risk sharing pool tw#ltdramatically reduce or eliminate the
large fluctuations in the employer’s contributi@te caused by unexpected demographic events.
The schedule of funding progress, presented as iReg®upplementary Information (RSI)
following the notes to the financial statementgludes the Fire Public Safety Group risk pool
history as available from CalPERS.

A menu of benefit provisions as well as other regaients is established by state statutes within
the Public Employees’ Retirement Law. The City aligas selects optional benefit provisions
from the benefit menu by contract with CalPERS addpts those benefits through local
ordinance. CalPERS issues a separate comprehemsvel financial report. Copies of the
CalPERS’ annual financial report may be obtainesnfrCalPERS Executive Office — 400 Q
Street — Sacramento, CA 95811.

The City amended its contract with CalPERS effectlune 1, 2001 to provide 3% at 50 for the
Police Public Safety Group and 2% at 55 for Locédddllaneous Members. The City's contract
with CalPERS for the Fire Public Safety Group pdad 2% at 50 through November 30, 2005.
A contract amending the benefits for the Fire RuBlafety Group providing 3% at 50 went in
effect as of December 1, 2005. All CalPERS paréiot benefits vest after five years of service.
Local Police Safety and Local Fire Safety Employwhs retire at or after age 50 with five years
of credited service are entitled to an annual eatent benefit, payable monthly for life, in an
amount that equals 3% at age 50 of the single bigyear’s salary for each year of credited
service. Those Miscellaneous members under CalRERSretire at or after age 55 with five
years of credited service are entitled to an anretaement benefit, payable monthly for life, in
an amount that varies from 2% at age 55 to a maxir2i418 percent at age 63 and over of the
single highest year’s salary for each year of ¢egldservice.

As a point of clarification to this note, the Cigntered in negotiations and achieved an
agreement in June 2011, with both public safetygsqpolice and fire) to create a second tier of
benefits and amend the retirement formula fromctiveent 3% at 50 with the single highest year
of salary to a less expensive formula for all nempyees under these classifications to 3% at
55 with a three-year final compensation. The camtwith CalPERS was formally amended
October 17, 2011.
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16. Retirement Program$Continued)

Funding Policy— Active plan members are required to contribu® @% for miscellaneous
employees) of their annual covered salary. Thg GitSalinas is required to contribute the
actuarially determined remaining amounts necesafynd the benefits for its members. The
actuarial methods and assumptions used are thosptead by the CalPERS Board of
Administration. The required employer contributiate for fiscal year 2010-11 was 35.628%
for firefighters, 26.665% for police officers and.490% for miscellaneous employees of their
annual covered payroll. The contribution requieats of the plan members are established by
State statute and CalPERS actuarially determireesrtiployer contribution rate annually.

Annual Pension Cost For fiscal year 2010-11, the City of Salinashaal pension cost of
$12,721,718 was equal to the City's required andighccontributions. The City of Salinas
actually contributed $9,309,744 while the employeestributed $3,411,974. The required
contribution for fiscal year 2010-11 was determireed part of the June 30, 2008 actuarial
valuation using the entry age normal actuarial owethod with the contributions determined as a
percent of pay. The actuarial assumption inclu@d7.75% investment rate of return (net of
administrative expenses), (b) projected annuakgatereases that vary by duration of service
ranging from 3.25% to 13.15% for safety membersS%?2to 14.45% for miscellaneous
members, and (c) 3.25% payroll growth. Both (&) &) include an inflation component of 3%.
CalPERS unfunded actuarial accrued liability isngeamortized as a level percentage of
assumed future payroll on a closed basis.

THREE YEAR TREND INFORMATION

Percentage
Annual Pension of APC Net Pension
Fiscal Year Cost (APC) Contributed Obligation
2010-11 $ 12,721,718 100% $ -
2009-10 12,779,887 100% -
2008-09 14,238,804 100% -

The Annual Pension Cost represents the contributivé as determined by CalPERS for the
period of July 1, 2010 to June 30, 2011 multiplgdthe payroll of covered employees that was
actually paid during the same period.

The schedule of funding progress, presented as iReg®upplementary Information (RSI)
following the notes to the financial statementsesents multiyear trend information about
whether the actuarial value of plan assets is asing or decreasing overtime relative to the
actuarial accrued liability for benefits. The refece to the schedule of funding progress
presented as RSI does not represent or imply incatipn of the schedule of funding progress
into the notes to the basic financial statements.
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16. Retirement Program$Continued)

New York Life Retirement Plan

Plan Description— The New York Life Retirement Plan (Plan) is asead single-employer
defined benefit pension plan that covers Non-Pubdifety Employees. The Plan benefit offers a
formula of 2% at 60 for vested employees. The Raa established on September 1, 1954 and
has been amended and restated from time to tinee ghmat date. Prior Plan amendments
eliminated the six-month service requirement foiryemto the plan and credited participants
with up to six-months of service from hire to plantry prior to time change. The Plan was
amended and restated effective September 1, 1986irg the Plan into compliance with the
Internal Revenue Code and Regulations promulgdieeiby to provide for the City’s pick-up of
employee eligible participants equal to the presahie of vested accrued benefits. Effective
June 1, 2001, the Plan amended its benefit fornoutane that uses an average salary computed
from the twelve month period, replacing an old falanthat uses an average salary computed
from a thirty six month period.

As of June 19, 1995, all new regular non-publicesaiemployees are enrolled in the Public
Employees Retirement System (PERS).

The City of Salinas has an agreement with New Y oflx Insurance Company to hold and invest
plan assets of the Retirement Plan, which coversdarees other than Police and Fire. During
FY 2009-10 the City allowed employees participatingthis retirement plan to transfer to
CalPERS retirement plan. Twenty-eight active pgrdiots and three terminated vested
participants opted to transfer on January 25, 20dth all their corresponding assets
accumulated throughout their years of participatiéh June 30, 2011, there are thirty-two
employees left in this closed plan after transterd retirements. The total covered payroll for
employees participating in the Plan for fiscal yearded June 30, 2011 is $2,205,508.
Miscellaneous personnel benefits vest after fivery®f service. The vested benefit would be in
the form of a pension beginning after attaining 8§eequal to the benefits accrued at time of
termination, or for a reduced amount if an eleci®made to have payments commence before
attaining the normal retirement age of 60. Cityptyees who retire at or after age of 60 with
five years of credited service are entitled to anual retirement benefit payable: monthly, as a
straight line annuity, as a ten year certain afedadnnuity, or as a lump sum, in an amount equal
to 2% of the average earnings paid to the emplaoyemg the twelve consecutive months of
service with the City during which his earnings v@ighest, multiplied by the number of years
and completed months of plan participation.

The plan allows early retirement after reaching &jeand completing five years of plan
participation. The plan also provides death andigor benefits.
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16. Retirement Program$Continued)

Funding Policy— The contribution requirements of Plan members the City are established
and may be amended by the City Council. Prioatwdry 1, 1979, participants were required to
make specified levels of contributions to the glanrder to accrue benefits under the Plan. For
the period commencing January 1, 1979 through Dbeef3il, 1993, there were no participants’
contributions under this Plan. Since January 94]18articipants are required to contribute 4.5%
of their compensation to the Plan. Since Septerhp&B96, participant contributions are made
by the City under the employee pretax pick-up miovi for government-sponsored plans
allowed under the Internal Revenue Code. As esfaddi in their Memorandum of
Understanding document for personnel of the SElueBTollar bargaining group, the City will
contribute (pick-up) four and one-half percenttd eEmployee retirement contribution.

Annual Pension Cost The annual pension cost is actuarially deterchimgethe valuation based
on a plan year that starts on SeptemBearid ends on August 31 The required actuarially
determined City contribution for the period endingAugust 31, 2011 was $729,332. During
fiscal year 2010-11, the City contributed $729,838e New York Life Retirement Plan, while
the employees contributed $82,156. The City alsurituted $17,440 on behalf of employees
represented by SEIU Blue Collar.

The Net Pension Obligation as determined by theudcl valuation of September 1, 2010 is
$33,024 and is included in the General Long TerrtDe

The plan used the frozen initial liability (frozentry age) actuarial cost method under which the
unfunded actuarial accrued liability is not explicidetermined each year until September 1,
2005. Effective with the September 1, 2005 actlaraluation, the plan uses the entry age
normal cost funding method under which the unfundetliarial accrued liability is explicitly
determined each year. As of September 1, 2005unifiended actuarial accrued liability was
redetermined to be $12,127,776 based on the mafkdan assets and plan accrued liabilities as
of September 1, 2005 and the plan’s funding coatigin was then calculated based on a 30-year
amortization of the redetermined unfunded actuagalued liability. The actuarial assumptions
include (a) 7.0% investment return (net of admraiste expenses), (b) projected salary
increases of 2.0% per year and (c) projected coBving adjustment of 2%.  The actuarial
liability represents the actuarial present valuealbfbenefits accrued as of the valuation date,
based on service and salary at that date.

THREE YEAR TREND INFORMATION

Percentage
Year Ended Annual Pension of APC Net Pension
June 30, Cost (APC) Contributed Obligation
2010 $ 801,975 100.73% $ 33,024
2009 1,545,142 52.28% 38,914
2008 1,358,413 114.22% 45,297
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16. Retirement Program$Continued)

The Annual Pension Cost represents the contributiten as determined by the New York Life
actuary for the period of July 1, 2010 to June 3011 multiplied by the payroll of covered
employees that was actually paid during the samm®geThe City made the recommended
minimum employer contribution (30 year amortizatioh unfunded liabilities) of $729,333
during fiscal year 2010-11. The reduction in theyGiminimum contribution when compared to
the previous fiscal year reflects the transfer biv8sted New York Life participants to CalPERS
on January 2010.

The schedule of funding progress, presented as iReg®upplementary Information (RSI)
following the notes to the financial statementsgesents multiyear trend information about
whether the actuarial value of plan assets is asing or decreasing overtime relative to the
actuarial accrued liability for benefits. The refiece to the schedule of funding progress
presented as RSI does not represent or imply iocatipn of the schedule of funding progress
into the notes to the basic financial statements.

ICMA Retirement Corporation Defined ContributioraR!l

Plan Description- On June 19, 1995, the City established a gedlifetirement program in
accordance with Internal Revenue Code Section 30T{ais defined contribution 401(a) Money
Purchase Retirement Plan was established with niatienal City Managers Association
Retirement Corporation (ICMA). Non-Public SafetyidManagement employees that were
participating in the ICMA 457 non-qualified defedreompensation plan in-lieu of participation
in the New York Life Retirement Program, were reqdito transfer to one of the other City's
three qualified retirement plans. The City’s ardragatribution to this plan is determined by the
employer required contribution to the New York LR&n Retirement Plan.

During the fiscal year 2010-11, the City's conttiba to this plan was $49,323, while the
employees had a mandatory contribution of 4.5%heirtsalary or $5,848. Since June 29, 1998,
participants are required to contribute 4.5% oirtbempensation to the plan.

Significant Accounting Policies

Basis of Accounting- Financial statements are prepared using the loasis of accounting.
Employer contributions are recognized in the petiat the contributions are made.

Method Used to Value InvestmentsParticipants direct their investments, withoestriction,
among various investments options available urftet@MA 401(a) Plan. Plan investments are
reported at fair market value. At June 30, 20hé total Plan Assets totaling $595,304 consisted
of $507,569 of earnings and employer contributio884,821 of employee mandatory
contributions, $2,914 rollover from another quatifiglan. Earnings include dividends, interest,
and realized and unrealized gains and losses.
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Retirement Programg¢Continued)

Retirement Buyback Program

During Fiscal Year 1995-96, the City establishedeferred compensation retirement buyback
program for Department Directors where the Citytdbaotes a flat dollar amount based on

tenure with the City. The 401(a) Money Purchastr&ueent Plan is administered by the ICMA

Retirement Corporation. The program requires eggadematching contributions for every

dollar contributed by the City. At June 30, 201fliere were 6 participants in this program and
the City's annual contribution was $70,045 whilee tamployees had an equal mandatory
matching contribution of $70,045.

Post Employment Benefits:

Plan Description: The City participates in the FRulEmployees Medical and Hospital Care
(PEMHCA) for Police and Miscellaneous employeederaed through the California Public
Employees’ Retirement System (CalPERS), a multileygp healthcare plan which provides
medical insurance benefits to active and eligileiirees and their families in accordance with
various labor agreements. Fire employees receiadthtare benefits for active and retiree
members from a union sponsored plan.

Post Employment Benefits Eligibility: The City pides postretirement healthcare benefits to
eligible employees who retire directly from theyCiThe City pays 25% of retiree and spouse
health insurance premium up to $100 per month &fetg retirees (Police and Fire). The

payment is made until Medicare eligibility, but mmre than 10 years for non-supervisory Police
retirees. For Miscellaneous employees and all AdirI (Firefighters) safety employees, the
City pays the PEMHCA “unequal method” monthly benéd retirees ($59.40 per month in

2011).

Membership of the plan consisted of the followingJane 30, 2010, the date of the latest
actuarial valuation:

Miscellaneou Fire Police Total
Active plan membe
Coun 282 78 152 512
Average Ag 46.5 41.2 39 42.7
Average Servic 8.2 11.C 10.t 9.7
Average PERS Servi 9.3 11.€ 12
Average PERS P $ 52,53¢ % 98,48¢ $ 105,32¢ $ 72,851
Total PERS Payroll (million: $ 145 3 77 % 16.C $ 38.2
Retiree
Coun 76 10€ 123 30E
Average Agi 64.C 65.€ 63.1 63.5
Average Retirement A 60.5 49.¢ 49.4 53.t
Currently Receiving $1(
Monthly Benefi - 32 26 58
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Funding Policy- The City’'s policy approved by Council on May 2P008, established a
contribution of $100,000 during fiscal year 2007-08creasing by $25,000 per year until
reaching $250,000 and $250,000 annually thereafitethe CERBT (CalPERS OPEB) trust
account. The amounts of annual appropriationsdatrioutions to CERBT are subject to budget
constraints. Additionally, the City will continueayping the portion of the retiree premiums
outside of the trust (Pay-as-you-go approach). ifguFY 2009-10 and FY 2010-11, the City
opted not to fund the Post Employment Benefit dosthe those two years in accordance with
established policy. After recognizing administratifees and accruing earning and losses
experienced in the Trust Plan, the City shows alingnbalance of $289,518 at June 30, 2011.

Annual OPEB Cost and Net OPEB ObligatieniThe City’'s annual other post employment
benefit (OPEB) cost (Expense) is calculated basedhe annual required contribution of the
employer (ARC), an amount actuarially determinedénordance with the parameters of GASB
Statement 45. The ARC represents a level of fundirad, if paid on an ongoing basis, is
projected to cover normal costs each year and aaahy unfunded actuarial liabilities not to
exceed thirty years.

The following table shows the components of the/€iannual OPEB cost for the year, the
amount actually contributed to the plan and changése City’s net OPEB obligation:

June 30, 2011

Annual Required Contribution $ 1,397,000
Interest on Net OPEB Obligation 200,987
Amortization of Net OPEB Obligation (179,159)
Adjustment to annual required contribution 72,556

Annual OPEB cost (expense) 1,491,384

Contributions made to CERBT Trust -
Contributions under "pay-as-you-go"

Payment to Retirees (435,610)

Payment to CalPERS (69,893)

Increase in net OPEB obligation 985,881
Net OPEB obligation - beginning of the year 3,987,839
Net OPEB obligation - end of the y $ 4,973,72

At June 30, 2011, the City recorded net OPEB ohtiga totaling $4,973,720 in the
government-wide financial statements.
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17. Post Employment Benefit§Continued)

The City’s annual OPEB cost, the percentage of dfDB&B costs contributed to the plan, and
the net OPEB obligation for 2011 and two precedieary were as follows:

Percentage of

Year Ended Annual Annual OPEB Net OPEB

June 30, OPEB Cost Cost Contributed Obligation
2011 $ 1,491,384 339% % 4,973,720
2010 1,353,000 8.1% 3,987,839
2009 1,466,000 7.8% 2,744,197

Funded Status and Progres$he 2010-11 Annual Required Contribution inclddbe normal
cost at $940,000 plus a 30-year amortization of thdunded Actuarial Accrued Liability
(UAAL) of $457,000, for a total Annual Required Gobution of $1,397,000 representing 2.9%
of the annual payroll. The estimated covered payaoinual payroll of active employees covered
by the plan) was $48.2 million.

Actuarial valuations of an ongoing plan involveimsttes of the value of reported amounts and
assumptions about the probability of occurrenceexdnts into the future. Examples include

assumptions about future employment, mortality dhd healthcare cost trend. Amount

determined regarding the funded status of the pfahthe annual required contributions of the
employer are subject to continual revision as dgegults are compared with past expectations
and new estimates are made about the future. Thedske of funding progress, presented as
required supplementary information following thetasto the financial statements, presents
multi-year trend information about whether the ad@l value of plan assets is increasing or
decreasing over time relative to the actuarial@ediiabilities for the benefits.

Actuarial Methods and Assumption®rojections of benefits for financial reportipgrposes are
based on the substantive plan and include the tgpdmnefits provided at the time of each
valuation and the historical pattern of sharingbehefit costs between employer and plan
members to that point. The actuarial methods asdnagtions used include techniques that are
designed to reduce the effects of short-term Jiiaiin actuarial accrued liabilities and the
actuarial assets, consistent with the long-termspesstive of the calculations.

The actuarial cost method used for determiningbreefit obligations is the Entry Age Normal
(EAN) cost method. Under the EAN cost method, tleemal cost for each participant is
determined as a level percent of payroll throughbetparticipant’s working lifetime. (the EAN
cost method is required by CalPERS for agenciegifignwith the CERBT.)

The unfunded actuarial accrued liability was amedi over a fixed 30-year period as a level
percentage of payroll beginning with the 2007-@84di year. The Plan is assumed to be ongoing
for cost purposes. This does not imply that angalblon to continue the Plan exists.

The discount rate applied was 5.04% for the portibthe Annual Required Contribution (ARC)
not funded and 7.75% for the portion of the ARCded.
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Post Employment Benefit§Continued)

A 3% per annum is assumed for the inflation ratg ar3.25% per annum for aggregate payroll
increases.

The assumption includes also the “Implied Subsitactor for the Fire Safety Medical Plan.
GASB 45 generally requires recognition of retirealthcare obligation when retirees participate
in the active medical plan and are charged a coitgpoate based on active and retiree
experience. This obligation, referred to as the limdp subsidy, is based on the difference
between the per capita cost and the premium chaiidedimplied subsidy represents $406,000
of the total Annual Required Contribution of $1,3%00.

Self Insurance:

The City has a self-insurance program and carneess insurance for catastrophic losses.
Markel American Insurance Company provides genl@hllity coverage up to a maximum of
$10,000,000 after the self-insured retention oD8@,000 per occurrence met. Safety National
Casualty Corporation provides Worker's Compensatixcess coverage with statutory coverage
(pursuant to California Worker's Compensation Aetfffer the self-insurance retention of
$1,000,000 for Public Safety and $750,000 for nohblie Safety is met.

Liabilities for estimated claims payable for thdf-sesurance programs represent settled claims,
claims incurred but not paid and claims incurred fot reported based upon past experience,
modified for current trends and information. Whtlee ultimate amount of losses incurred

through June 30, 2011 is dependent on future dpredats, City management has determined
the desired reserve level for each self-insuramogram as follows and believes the estimates
are adequate to cover such losses.

* Worker's Compensation insurance liability of $121#99 includes $10,363,519 for
claims incurred but not paid and $2,590,880 fometaincurred but not reported which is
based on expected claims and past claims histomp@smmended by the City’'s risk
management consultant. At June 30, 2011, Work&astmpensation Insurance liability of
$12,954,399 is reported on the statement of netassg he worker's compensation fund
was established as an Internal Service Fund onlJul991. The portion of the worker’s
compensation insurance liability since July 1, 1%t1June 30, 2011 is $10,382,351 and
is reported in the Internal Service Fund; $2,572 @4@is is treated as long-term debt.

e General liability insurance liability at June 3@124 of $754,072 includes $291,472 for
claims incurred but not paid and $462,600 for ckincurred but not reported which is
based on expected claims and past claims histdgypreserved retained earnings is
$426,566 at June 30, 2011 and is short the Cityad gf reserving three times the self-
insured retention plus full funding of all pastiota history. The City’s self-insured
retention is $1,000,000.
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Self InsurancefContinued)
The following table represents reconciliation af tthanges in total claims liability.

Workers General
Compensation Liability
Beginning balance of claims liability $ 10,901,491$ 1,049,269
Less beginning provision for incurred but not
reported claims (2,180,298) (426,566)
Beginning provisions for incurred but not paid oiai 8,721,193 622,703
Increase (decrease) in claims incurred and reported 5,547,357 736,851
Claims expenses paid (3,905,031) (1,068,082)
Ending balance provision for incurred but not
paid claims 10,363,519 291,472
Provisions for incurred but not reported claims P,B80 462,600
Ending balance of claims liabil $ 1295439 $ 754,07

Lease Obligations:

The City has commitments under various long-ternerafing lease agreements. Future
minimum lease payments are approximately as follows

Year Ended
June 30,
2012 $ 310,038
2013 304,020
2014 288,968

$ 903,026

Police— Lease of office space at 261 Lincoln Avenue was vacatédigust, 2010.

Redevelopment Agency The Agency leases office facilities at 159 M8&imeet under a five-
year lease with an option to extend for five yeafstal cost for the lease was $49,974 for the
year ended June 30, 2011. Lease of this office space wasdacajuly, 2011.

Community Development Block GrantOffice space at 200 Lincoln Ave was leased leyGlty
of Salinas to the Community Development Block Graraigram. Total cost of the lease for the
year ended June 30, 2011 was $20,980.

Police — Office space lease at 100 West Alisal StreeinB¢ek Post Office is currently on a
month-to-month lease. Rent at $2,000 per month. &fdse lease was $20,000 for year ended
June 30, 2011.

Police/Fire— The 10 year lease of 801 Abbott Place will pdeva facility for firefighters
training, space for police storage and for mainteaaguipment. Rent at $15,125 per month.
Total cost of the lease for the year ended June 30, 201118458$0.
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20. Long Term Debt:

The following is a summary of Long Term Debt trastgans for the fiscal year ended June 30,
2011:

Due Within
June 30, 2010 Increases Decreases June 30, 2011 One Yea

Governmental Activities:

Annual Leave $ 9,029,483 $ - $ 241517 $ 8,787,966 $ 1,757,593
Estimated Insurance claims 2,370,459 201,589 - 2,572,048 -
Net Pension Obligation 38,914 - 5,890 33,024 8,256
Capital Leases 911,720 843,247 - 1,754,967 165,086
Loans and Notes Payable:
Homeless Shelter 157,500 - - 157,500 -
Breadbox Gym Note Payable 88,713 - 42,244 46,469 46,469
Church Purchase Note Payable 145,095 - 38,929 106,166 40,900
Total Loans & Notes Payable 391,308 - 81,173 310,135 87,369
Certificates of Participation
Series B-2005 10,280,000 - 390,000 9,890,000 395,000
Series A-1999 950,000 - 40,000 910,000 45,000
Series A-2002 2,400,000 - 65,000 2,335,000 70,000
Total Certificates 13,630,000 - 495,000 13,135,000 510,000
Tax Allocation Refunding Bonds:
Series A-1996 5,155,000 - 645,000 4,510,000 680,000
Series A-1992 2,476,674 - 151,186 2,325,488 141,240
Total Bonds Payable 7,631,674 - 796,186 6,835,488 821,240
Assessmeristrict 1915 Act Bonds 19,030,000 - 2,035,000 16,995,000 2,125,000
Unamortized Bond Discount (124,863) 8,919 (115,944) (8,967)
Government Activities 52,908,695 1,053,755 3,654,766 50,307,684 5,465,577
Business-type Activities
Annual Leave 292,671 - 5,705 286,966 57,393
Capital Leases:
Street Sweeper 102,242 - 40,307 61,935 42,157
Industrial Waste Lease 415,000 - 70,000 345,000 75,000
Airport Fuel Facility Lease 167,485 - 28,430 139,055 26,716
Total Leases 684,727 - 138,737 545,990 143,873
Bonds Payable:
Sanitary Sewer Revenue Bonds 12,440,000 - 410,000 12,030,000 430,000
Certificates of Participation
Series A-2004 15,510,000 - 390,000 15,120,000 405,000
Series A-2005 6,910,000 - 300,000 6,610,000 310,000
Series A-2008 4,660,000 - - 4,660,000 10,000
Total Bonds Payable 39,520,000 - 1,100,000 38,420,000 1,155,000
Business-type Activities 40,497,398 - 1,244,442 39,252,956 1,356,266
Fiduciary Activities
Annual Leave 74,347 - 7,966 66,381 13,276
Total Long-Term Liabilit $93,480,44  $1,053,75! $4,907,17. $89,627,02 $ 6,835,11!
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The annual requirements to amortize capital ledsass and notes, certificates of participation
and bonds outstanding as of June 30, 2011 by activity ard@sso

Year Ended Governmental-Wide Activities Business-Type Activities

June 30, Principal Interest Principal Interest
2012 $ 3,708,695 $ 2,091,257 $ 1,298,873 $ 1,758,767
2013 4,041,799 1,906,107 1,331,494 1,705,005
2014 4,204,567 1,710,419 1,376,716 1,648,562
2015 3,837,802 2,070,830 1,436,716 1,588,519
2016 2,097,555 1,954,488 1,401,716 1,527,883
2017-2021 10,149,137 8,639,051 7,965,475 6,652,743
2022-2026 7,758,535 3,633,700 10,170,000 4,597,026
2027-2031 2,900,000 303,516 8,560,000 2,157,235
2032-2036 175,000 8,751 4,405,000 643,781
2037-2041 157,500 - 1,020,000 93,150

$ 39,030,590 $ 22,318,119 $ 38,965,990 $ 22,372,671

The debt for annual leave, estimated insurance slaing net pension obligation does not have
an amortization schedule and is therefore not includeckialtbve schedules.

Accrued Annual Leave

Accrued leave for governmental activities is repdrin Long-Term Debt on the Government-

Wide Statements and in current liabilities for Imesis-type activities. The cost of Annual Leave

accumulated at fiscal year end is recorded asramuliability within Proprietary and Fiduciary
At June 30, 2011 the liability for all compated absences totaled $9,141,313.

Funds.

It

includes $9,131,674 of annual leave and $9,639 of sick leawseEmounts are reported on the
financial statements in the following funds:

June 30, 2010

Increases

Due Within

Decreases June 30, 2011

Governmental Activities

General Fund $ 8,120,581 $ - $ 178,638 $ 7,941,943 $ 1,588,389
Measure V 713,596 - 59,042 654,554 130,911
Special Revenue Funds 175,824 3,813 179,637 35,927
Debt Service Funds 11,739 93 - 11,832 2,366
Internal Service Funds 7,743 - 7,743 - -
$ 9,02948 $ 3,906 $ 245420 $ 8,787,960 $ 1,757,59

Business-type Activities

Enterprise Func $ 29267, % - $ 5708 $ 286,96t $ 57,39:
Fiduciary Activities

Agency Fund $ 74,347 $ - $ 7,966 $ 66,387 $ 13,27¢
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Estimated Insurance Claims

At June 30, 2011, the estimated insurance clainbditiarecorded in the Internal Service Funds

is as follows:
Worker's Compensation $ 10,382,351
General Liability 754,072
Total $ 11,136,423

An additional $2,572,048 of Worker's Compensatioairok liability is reported in the Long-
Term Debt under estimated insurance claims.

Net Pension Obligation

At June 30, 2011, a Net Pension Obligation of $33,824eported as determined by the
September 1, 2010 actuarial valuation of the New York lafeement plan.

Governmental Type Activities

Capital Leases
Annual debt service requirements to maturity for the abjaase is as follows:

Year Ended
June 30, Principal Interest Total

2012 $ 165,086 $ 72,129 $ 237,215
2013 171,871 65,344 237,215
2014 178,935 58,280 237,215
2015 186,289 50,926 237,215
2016 193,946 43,269 237,215

2017-2021 858,840 90,023 948,863

$ 1,754,967 $ 379,971 $ 2,134,938

Loans and Notes Payable

Homeless Shelter Loan — Green Gold Inn

On March 7, 1995, the Salinas Redevelopment Agentgntral Agency Revitalization Project
entered into a funding agreement and received a foan the City of Salinas Community
Development Block Grant Fund for the acquisitiorpadperty, Green gold Inn at 28-32 Soledad
Street, to establish a homeless center/shelter. AQieacy agreed that the property would be
used solely for a homeless center/shelter for a periokks®than ten years. If the Agency or the
organization holding title to the property disposéshe property or alters the use of the property
prior to expiration of the ten year period, the Agewill reimburse the City the full amount of
the current fair market value less improvementsodiipon completion of the ten-year period,
one half of the debt, $157,500 was forgiven. Uporsat@sn of the homeless center/shelter
operations, the City will be reimbursed the fair kedrvalue of the property less the portion of
the loan paid and improvement cost.
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Debt service requirements for Green Gold Inn hosseleenter/shelter no interest loan is as

follows:
Year Ended
June 30, Principal Interest Total
2037-2041 $ 157,500 $ - $ 157,500

Breadbox Gym Note Payable

On August 9, 1991, the Salinas Redevelopment Agentsrexd into an installment purchase
agreement with Franklin C. & Dorothy G. Walt Trust the purchase of property at 745 N.
Sanborn Rd. The property is used for the Breadlemxeation facility. The property was

purchased for $487,200 with $52,024 down and a psomysote of $435,176 secured by a first
deed of trust with annual payments of $51,116, ararual rate of 10.0% for 20 years, expiring
August 9, 2011. Debt service payments are made frenSunset Avenue Merged Project tax
increments.

The annual debt service requirements for the Breadbox Gyenpayable are as follows:

Year Ended
June 30, Principal Interest Total
2012 $ 46,469 $ 4,647 $ 51,116

Church of the Nazarene Note Payable

On August 15, 2008, the Agency purchased the Chufctiheo Nazarene located at 331 N.
Sanborn Street. The property is leased to the BogsGirls Clubs of Monterey County and will
be used to operate such club. The property washased for $2,603,272 down and a
promissory note of $200,000 with semi-annual paysiefnt$22,851 with an interest rate of 5%
for five years.

The annual debt service requirements for the Chwicthe Nazarene note payable are as

follows:
Year Ended
June 30, Principal Interest Total
2012 $ 40,900 $ 4,803 $ 45,703
2013 42,971 2,732 45,703
2014 22,295 556 22,851

$ 106,166 $ 8,091 $ 114,257
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20. Long Term Debt(Continued)
Certificates of Participation Bonds

Series A-1997 (Refunded by Series B-2005)

On October 24, 1997, the Salinas Public Financindhévitly issued City of Salinas Certificates
of Participation (Certificates) Series A-1997 totgl$11,960,000. The purpose of this financing
was to raise money for capital improvement proje$8000,000 and to refund the Authority’s
Variable Rate Lease Revenue Bonds, which were issupdrchase the 65 W. Alisal Building.
The Variable Rate Lease Revenue Bonds Series A-4885eries B-1997 were fully retired on
November 20, 1997. The outstanding Certificate®l®¥, 785,000 were secured by a lien on City
owned assets based on the following appraised s;alDigy Hall ($3,820,000); Public Safety
Building ($1,990,000); Steinbeck Library ($2,350,000) aBd\6 Alisal Building ($2,805,000).

On September 14, 2005, the Salinas Public Financing Atthssued City of Salinas Refunding
Certificates of Participation Series 2005B (199Di@d Improvement Projects). The Refunding
Certificates were issued to refund Series A-1997tifidates. Series 2005B Refunding
Certificates were issued in the amount of $11,705f60@4 years at 4.22%. Maximum annual
debt service is $795,705. The net value savingeeofdfunding was $517,645. The Refunding
Certificates are secured by a lien on the Salina®r@unity Center with an appraised value of
$13,415,000. With these refunding liens removed ftben City’'s Public Safety Building, 65
West Alisal Building and Steinbeck Library. Refungli Certificates 2005B are rated Aaa
(insured by Ambac) with an underlying AAAm ratingm Standard and Poor’s. In conjunction
with this refunding, Standard and Poor’s affirmed the €iiysuer’s credit rating of A+.

The annual debt service requirements to maturity for tréficates is as follows:

Year Ended
June 30, Principal Interest Total

2012 $ 395,000 $ 387,593 $ 782,593
2013 415,000 373,418 788,418
2014 425,000 358,717 783,717
2015 440,000 343,580 783,580
2016 460,000 327,830 787,830

2017-2021 2,540,000 1,366,553 3,906,553

2022-2026 3,060,000 805,428 3,865,428

2027-2031 2,155,000 144,266 2,299,266

$ 9,890,000 $ 4,107,385 $ 13,997,385

Series A-1999 — Animal Shelter

The City of Salinas Certificates of ParticipatidDeftificates) Series 1999 were issued by the
Salinas Public Financing Authority on March 16, 1989the amount of $14,315,000. The
Certificates were issued to complete an animal teshe($1,250,338) and golf course
improvements ($13,064,662). The outstanding Centdgaf $12,920,000 were secured by a
lien on City owned assets based on the followingraiped values; Salinas Community Center
($9,840,000) and Twin Creeks Golf Course ($4,800,000).
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On September 14, 2005, the Salinas Public Finan&iryority issued $8,005,000 of City of
Salinas Refunding Certificates of Participationi&e2005A (Twin Creeks Golf Course). The
Refunding Certificates were issued to refund theiqo of Series A-1999 Certificates attributed
to Twin Creeks Golf Course ($7,210,000). The outlitem balance at June 30, 2011 of
$6,610,000 is reported in the Golf Course Enterprise Fund.

The portion of Series A 1999 Certificates attrilbute the Animal Shelter and Fairways Golf
Course remained not refunded until August 2008, wthenFairways Golf Course portion was
refunded by Series 2008 Certificates. The annuail siervice requirements for Animal Shelter
are illustrated in table below and they are regba® Governmental activities. New Series 2008,
refunding Certificates of Participation for Fairvgagolf Course are reported as Business-type
activities.

Debt service requirements to maturity are as follow:

Year Ended
June 30, Principal Interest Total

2012 $ 45,000 $ 43,722 $ 88,722
2013 45,000 41,765 86,765
2014 45,000 39,763 84,763
2015 50,000 37,500 87,500
2016 50,000 35,000 85,000

2017-2021 295,000 133,125 428,125

2022-2026 380,000 49,500 429,500

$ 910,000 $ 380,375 $ 1,290,375

Series A-2002 — Steinbeck Center

On May 2, 2002, the Salinas Public Financing Autlyaissued City of Salinas Certificates of

Participation Series A-2002, in aggregate principlaount of $2,855,000 to finance the

acquisition by the Agency of a leasehold interesthie Steinbeck Center site. This financing
provided funds to repay the $2,300,000 in bank la#nthe Steinbeck Center and release the
collateral posted by the Agency. In addition, the fundaidegn advance of $267,000 to the City
of Salinas, funded a reserve to pay the final paynoenthe Certificates in the amount of

$183,750, and paid certain costs of issuance. Thmb8tk Center makes annual lease
payments to the City in an amount equivalent toreérired payments of the Certificates of

Participation.

The outstanding Certificates of $2,335,000 are setiny the City taking possession of the
Steinbeck Center building pursuant to a ground lease, 8tifiabeck Center defaults on its lease
payments. In case of default by the Steinbeck Cethie City would become responsible for the
payments on the Certificates.
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Debt service requirements to maturity for Steinbeck Cemteas follow:

Year Ended
June 30, Principal Interest Total
2012 $ 70,000 $ 113,389 $ 183,389
2013 70,000 110,589 180,589
2014 75,000 107,614 182,614
2015 75,000 104,426 179,426
2016 80,000 101,126 181,126
2017-2021 460,000 445,691 905,691
2022-2026 585,000 321,000 906,000
2027-2031 745,000 159,250 904,250
2032-2036 175,000 8,751 183,751
$ 2,335,000 $ 1,471,836 $ 3,806,836

Tax Allocation Bonds

On August 28, 1996, the Agency issued $11,145,000 »fAll@cation Bonds Series A-1996.
On October 27, 1992, the Agency issued $6,541,178&afrkkling Tax Allocation Bonds Series
A-1992. The bonds were issued to complete projegiravements in the Central Agency
Revitalization Project area. The bonds will be r@gdaom property taxes levied within the
Salinas Redevelopment Agency Central City Revitalipafooject.

The annual debt service requirements for the bonds aB3y2®11 are as follows:

Year Ended TAB Series A-1996 TAB Series A-1992
June 30, Principal Interest Principal Interest

2012 $ 680,000 $ 229,350 $ 141,240 $ 366,413
2013 715,000 190,988 131,957 375,374
2014 755,000 150,563 123,337 383,891
2015 90,000 127,325 276,513 939,889
2016 95,000 122,238 258,609 958,296
2017-2021 550,000 526,079 1,060,297 5,018,584
2022-2026 1,625,000 201,714 333,535 2,096,727
$ 4,510,000 $ 1,548,257 $ 2,325,488 $ 10,139,174
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The Series A-1996 bond issue has a term bond oL8460 that matures on November 1, 2023.
Debt service payments beginning in fiscal year 20012 are deposits into a sinking fund. The
term bonds are subject to redemption prior to nigtdrom the sinking fund installments on
each November 1 on and after November 1, 2011 witboemium according to a specified
schedule, which is used in these debt service rempaints. The Series A-1992 bond issue has a
term bond of $2,638,475 that matures on November 22.2@ebt service payments beginning
in fiscal year 2009-2010 are deposits into a sigkinnd. The term bonds are subject to
redemption prior to maturity from the sinking funtstallments on each November 1 on and
after November 1, 2009 without premium accordin@ t&pecified schedule that is used in these
debt service requirements.

Assessment Districts Bonds

At June 30, 2011, outstanding Assessment DistriciBdotaled $16,995,000. Bonds issued for
improvements in special assessment districts afglities of the property owners and are
secured by liens against the assessed propertthe loase of default, the City has the authority
to advance bonds payments from the special redene and to foreclosure on delinquent

property.
Annual debt service requirements to maturity for assedstgrict bonds are as follows:
Year Ended
June 30, Principal Interest Total
2012 $ 2,125,000 $ 869,211 $ 2,994,211
2013 2,450,000 745,897 3,195,897
2014 2,580,000 611,035 3,191,035
2015 2,720,000 467,184 3,187,184
2016 960,000 366,729 1,326,729
2017-2021 4,385,000 1,058,996 5,443,996
2022-2026 1,775,000 159,331 1,934,331

$ 16,995,000 $ 4,278,383 $ 21,273,383

Business-Type Activities

Capital Leases

Street Sweepers

The City, using lease purchase financing, purchasethar street sweeper on June 12, 2007.
The City of Salinas will make five annual paymeots$45,000 and a sixth remaining payment
of $20,686. Debt payable of $61,935 for all sweeerscorded in the Storm Sewer Enterprise
Fund at June 30, 2011.
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Debt service requirements to maturity is as follows:

Year Ended
June 30, Principal Interest Total
2012 $ 42,157 $ 2,843 % 45,000
2013 19,778 908 20,686

$ 61,935 $ 3,751 $ 65,686

Bonds Payable

Industrial Waste Lease

On May 1, 1994, the City sold a lease in the amotifit (050,000 to finance the construction of

the industrial waste facility expansion. This isnenty-year lease at 7.5% interest per annum.
Annual lease payments are secured by the City'gatidn to make lease payments from any
lawful available source of funds and by the pledfjgeet revenues of the City’s Industrial Waste

System. Debt payable of $345,000 is recorded idrtestrial Waste Enterprise Fund at June

30, 2011.

Debt service requirements to maturity is as follows:

Year Ended

June 30, Principal Interest Total

2012 $ 75,000 $ 23,062 $ 98,062
2013 85,000 17,063 102,063
2014 90,000 10,500 100,500
2015 95,000 3,562 98,562

$ 345,000 $ 54,187 $ 399,187

Airport Fuel Facility Lease

On December 12, 2007 the City Council entered infease agreement with Central Coast
Aviation Services, Inc. to purchase a Fuel Facdityhe Salinas Municipal Airport. The agreed
total cost for the facility is $415,924. The Citygaaed its ownership interest in the fuel facility

subject to the City’s obligation to reimburse Caht€oast for the costs of construction and
installation of $250,000 and to credit the total amtoof rent due under the Fuel Facility and

Offices Leases for a ten year period. The rentitséar the fiscal year ending June 30, 2011 of
$28,430 have been applied to the obligation leagingutstanding balance of $139,055 as of
June 30, 2011.
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Debt service requirements to maturity is as follows:

Year Ended
June 30, Principal Interest Total

2012 $ 26,716 $ - $ 26,716
2013 26,716 - 26,716
2014 26,716 - 26,716
2015 26,716 - 26,716
2016 26,716 - 26,716

2017-2021 5,475 - 5,475

$ 139,055 $ - $ 139,055

Series 1998 — Sanitary Sewer Revenue Bonds

On July 30, 1998, the City of Salinas issued Sanisawer System Revenue Bonds, Series 1998
in the amount of $16,000,000 to finance capital @i@ent of existing sewer mains and other
sewer related capital replacement. Maximum annedit dervice is $1,047,890, including
interest at 5.14% for 30 years. The City is autteatiander Chapter 36, Article II, Division 5 of
the Salinas City Code, to levy a sewer fee for thepgse of paying sanitary sewer related
expenses of the City. In May 1998, the fee was as®d from 15% to 35% of the sewer service
charge levied by the Monterey Regional Water PiaiuControl Agency. The additional 20%
fee generates about $1,200,000 annually to pay skfvice on the Sanitary Sewer System
Revenue Bonds.

Debt payable of $12,030,000 is recorded in the Sanitaryrdemterprise Fund at June 30, 2011.
Debt service requirements and maturity are as follows:

Year Ended
June 30, Principal Interest Total

2012 $ 430,000 $ 588,607 $ 1,018,607
2013 450,000 567,585 1,017,585
2014 470,000 545,280 1,015,280
2015 495,000 521,625 1,016,625
2016 520,000 496,250 1,016,250

2017-2021 3,015,000 2,054,125 5,069,125

2022-2026 3,845,000 1,200,625 5,045,625

2027-2031 2,805,000 214,875 3,019,875

$ 12,030,000 $ 6,188,972 $ 18,218,972
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Certificates of Participation, Series A-1999 — Goturses (Portion Refunded by Series A-2005)
On March 16, 1999, the Salinas Public Financing Auttyhessued City of Salinas Certificates of

Participation (Certificates) Series A-1999 totalifig4,315,000. A portion of the Certificates

was allocated for the construction of an animalltehe$1,250,338, and the balance of the
Certificates, $13,064,662 was allocated for conswuactif the new Twin Creeks (9-hole) Golf

Course, $8,221,604 and the renovation of Fairways Golf €p$#5843,058.

On August 24, 2004, the City entered into a subleageement with the Monterey Peninsula
Foundation and its related foundation, Future Qm$zEoundation, dba the First Tee of Monterey
County providing for the lease of Twin Creeks gmirse to Future Citizens Foundation. As a
condition of the lease, the City repaid the portion of th&X2é&rtificates attributable to the Twin
Creeks golf course facility (about 57.5% of the éepayments of $575,000) and refinanced that
golf course portion with a new Refunding issue of Certiéicd Participation.

On September 14, 2005, the Salinas Public Financing Atthssued City of Salinas Refunding
Certificates of Participation Series 2005A, in timeoant of $8,005,000, to refund the portion of
the 1999 Certificates attributed to Twin Creeks.thhe closing of this financing, the sublease
agreement with First Tee of Monterey County waslired. Annual debt service for the 2005A
Certificates ($572,308) will be paid by the annushse payments ($575,000) from Future
Citizens Foundation and guaranteed by the MontBerynsula Foundation. As with most City
issued debt, the General Fund of the City backsi¢ine Certificates and payment of debt service
is ultimately the responsibility of the City.

Debt service requirements to maturity for the Twin Creeld$ Gaurse is as follows:

Year Ended
June 30, Principal Interest Total

2012 $ 310,000 $ 253,933 $ 563,933
2013 320,000 242,908 562,908
2014 335,000 231,445 566,445
2015 345,000 219,545 564,545
2016 355,000 207,295 562,295

2017-2021 1,985,000 824,456 2,809,456

2022-2026 2,415,000 383,251 2,798,251

2027-2031 545,000 11,922 556,922

$ 6,610,000 $ 2,374,755 $ 8,984,755

Refunding Certificates Series 2005A were issueth@namount of $8,005,000 for 24 years at
4.22%. Maximum annual debt service is $572,308. HEtevalue expense of the funding was
$117,298. The refunding was completed to issue fipchlb01 (c) 3 bonds to provide for the
operation of Twin Creeks golf course by First Tédlonterey County. Refunding Certificates
Series 2005A are secured by a lien on Twin Creeks golf course.
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Refunding Certificates 2005A are rated Aaa (insusgdAmbac) with an underlying AAAmM
rating from Standard & Poor’s. In conjunction with thisurefing, Standard and Poor’s affirmed
the City’s issuer’s credit rating of A+.

Certificates of Participation, Series A-2008 — Faatys Golf Course

On August 2008, the City of Salinas was issued RifunCertificates of Participation Series

2008, in the amount of $4,660,000, to refund the oudistg portion of the 1999 Certificate

pertaining to the Fairways Golf Project. Bond s@drSeptember 1, 2008 and will end after 30
years on September 1, 2038. Following the execusiod delivery of the Certificates of

Participation Series 2008, the 1999 Certificatesjbated to the animal shelter, will remain

outstanding.

The annual debt service requirements to maturity fomiegis Golf Course are as follows:

Year Ended
June 30, Principal Interest Total
2012 $ 10,000 $ 209,700 $ 219,700
2013 15,000 209,250 224,250
2014 25,000 208,575 233,575
2015 30,000 207,450 237,450
2016 40,000 206,100 246,100
2017-2021 350,000 994,500 1,344,500
2022-2026 660,000 890,100 1,550,100
2027-2031 1,090,000 704,250 1,794,250
2032-2036 1,420,000 426,825 1,846,825
2037-2041 1,020,000 93,150 1,113,150

$ 4,660,000 $ 4,149,900 $ 8,809,900

Certificates of Participation, Series A-2004 — Menaty Street Parking Structure

On November 2001, the City and the Salinas Redewedap Agency entered into a Disposition
and Development Agreement with Maya Cinema Holdbagnpany LLC for the development of
a 14-screen, 2,916-seat multiplex movie theatre cexnipl the 100 block of Main Street. To
serve this and other developments within the 10@Kd, the Disposition Agreement committed
the City/Agency to construct a five-level public parkingisture.

On December 17, 2003, the Salinas Public Financinghagkity issued City of Salinas
Certificates of Participation Series A-2004, withranciple amount of $16,630,000 an aggregate
interest of 4.68%, for a term of thirty years to fina the acquisition and construction of a five
level (with one below grade) 452-space public paglgarage adjacent to the National Steinbeck
Center and the planned Maya Cineplex Theater. Batlpublic parking structure and multiplex
movie theatre complex were completed and opened durin@0Q5,
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The annual debt service requirements to maturity foren#icates is as follows:

Year Ended
June 30, Principal Interest Total
2012 $ 405,000 $ 680,622 $ 1,085,622
2013 415,000 667,291 1,082,291
2014 430,000 652,762 1,082,762
2015 445,000 636,337 1,081,337
2016 460,000 618,238 1,078,238
2017-2021 2,610,000 2,779,662 5,389,662
2022-2026 3,250,000 2,123,050 5,373,050
2027-2031 4,120,000 1,226,188 5,346,188
2032-2036 2,985,000 216,956 3,201,956

$ 15,120,000 $ 9,601,106 $ 24,721,106

The Salinas Redevelopment Agency paid $1,088,50@isofl year 2010-11 debt service.

Beginning in fiscal year 2007-08, maximum annual tdeérvice payments are $1,091,950.
Annual debt service payments of approximately $1@3® will most likely need to be paid by

the Redevelopment Agency funds through Septem®#033 when bonds will be paid in full. At

June 30, 2011, the Salinas Redevelopment Agencyelsasved $1,135,000 of fund balance for
the purpose of making debt service payments. Purdgaa reimbursement agreement, the
Salinas Redevelopment Agency (Central City Project)sgamesible for the debt service.

Conduit Debt

In June of 1999, the City of Salinas issued MultifgrRlousing Revenue Bonds, Series 1999A
($5,310,000 tax-exempt) and 1999A-T ($390,000 taxatwe)he construction of a 132-unit
senior apartment project. Twenty percent (20%hefproject is designated to be affordable to
seniors. As of June 30, 2011 the total conduit dmlistanding related to these bonds is
$4,895,000.

In June 14, 2007, the City of Salinas issued Ecorm®mievelopment Revenue Bonds, Series
2007A ($18,655,000 tax exempt) and 2007B ($1,570,0@abta) for the acquisition of a
building located at 1000 Main Street in Salinas.e Duilding is currently leased in part to the
County of Monterey Department of Social Serviceshe Project intends to provide monthly
rental at below the market value rates to the GoohtMonterey, a one million dollar premise
improvement allowance to the Department of Socalies to renovate and upgrade its space
in the building and to generate charitable support ®Gbunty’s residents.

As of June 30, 2011, total conduit debt outstandielgted to the Economic Development
Revenue Bonds is $18,680,000.

Pursuant to the bond purchase agreements, the C8glmas has no obligation related to the
repayment of these bonds. Accordingly, the bondshateeported as liabilities in the City’s
financial statements.
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Legal Liability on Assessment Bonds Payable:

Bonds issued for improvements in special assessutstricts are liabilities of the property
owners and are secured by liens against the assessetyprdpehe case of default, the City has
the authority to advance bonds payments from tleeiapreserve fund and to foreclose on the
delinquent property owner. As of June 30, 2011, assest bonds outstanding are $14,870,000.
The Assessment District Reserve Fund balance is $84®at June 30, 2011.

Restricted Net Assets:

The government-wide statement of net assets re@6@s095,812 of restricted net assets, of
which enabling legislation restricts $1,031,529 espnted by the net assets held at the Sanitary
Sewer Fund. The assets are the result of a suefeggmposed on sanitary sewer users for the
payment of operating expenses and debt service payments.

Fund Balance:

It is the policy of the City to maintain a minimumserve for a reasonable level of assurance that
the City’'s day-to-day operations will be able tontioue even if circumstances occur where
revenues are insufficient to cover expenditurese fitnimum reserve of the General Fund is
15% of the next year’'s General Fund annual budgepedlating expenditures, as calculated by
the Finance Director. The minimum fund balancehm as unassigned in the General Fund.
For the year ending June 30, 2011, the City did restrtheir minimum fund balance reserve of
15%.
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Fund balance for governmental funds as of June 30, 201iktsoofthe following:

Nonspendabile:
Inventory
Loans & Notes Receivable
Advances
Properties Held for Resale
Land Held for Resale

Restricted for:
Public Safety
Future Development
Maintenance District
Recreation Parks
Housing Trust
Franchise-Cable
Street Repairs
Grants
Low/Moderate Housing
Capital Projects-Airport
Debt Service

Committed for:
Capital Projects
Assigned for:
Other Purposes
Unrealized Market Value
Carryover Appropriations
Capital Projects

Unassigned:
Operations-Reserve
Other-Accruals
Other Unassigned

Total Fund Balances

General Other
and Governmental
Measure V Funds Total

20,202 $ - $ 20,202
29,800 9,961,868 9,991,668
1,510,000 - 1,510,000
- 1,405,855 1,405,855

- 3,448,830 3,448,830
1,560,002 14,816,553 16,376,555
- 2,278,898 2,278,898

- 16,413,148 16,413,148

- 3,534,157 3,534,157

- 208,360 208,360

- 199,734 199,734

- 134,926 134,926

- 1,847,524 1,847,524

- 1,844,994 1,844,994

- 402,311 402,311

- 2,142,063 2,142,063

- 9,427,419 9,427,419

- 38,433,534 38,433,534
898,500 2,000,000 2,898,500
86,924 - 86,924
26,497 - 26,497
2,678,948 - 2,678,948

- 1,082,306 1,082,306
2,792,369 1,082,306 3,874,675
400,000 - 400,000
1,974,746 - 1,974,746
3,433,763 (2,158,626) 1,275,137
5,808,509 (2,158,626) 3,649,883
11,059,380 $% 54,173,767 $ 65,233,147
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Encumbrance:

The City uses encumbrances to control expenditarenttments for the year and to enhance
cash management. Encumbrances represent commitrelatés] to contracts not yet performed
and purchase orders not yet filled (executor catdgrand open purchase orders). Commitments
for such expenditures of monies are encumbered eserve a portion of applicable
appropriations. Encumbrances still open at yearagadot accounted for as expenditures and
liabilities but, rather, as restricted, committed,assigned governmental fund balance. As of
June 30, 2011, total governmental fund encumbrance balawdée iCity are as follows:

General Fund and Measure V $ 86,924

Housing and Urban Development 965,931

Development Fees 728,217

Construction Assistance 525,836

Nonmajor governmental funds 1,209,618
$ 3,516,526

Joint Venture — Salinas Valley Solid Waste Authority:

The Authority is a joint exercise of powers authgrcreated pursuant to an agreement dated as
of January 1, 1997 (the “Authority Agreement) amtmg County of Monterey, and the cities of
Salinas, Gonzales, Greenfield, Soledad, and King @ty (Members”). The Authority was
established to acquire and manage the landfilltesdecach member, ensure long-term landfill
capacity of the Authority service area and provaleunified and coordinated solid waste
management for the members.

The Authority is governed by a nine member govegrboard, consisting of three members of
the Salinas City Council, two members of the MontegEeunty Board of Supervisors, and one
City council member each from the cities of Gongal&reenfield, King City and Soledad.

Pursuant to the Authority Agreement, while the GifySalinas does not have unilateral control
over the activities of the Authority, the affirmagivote of at least one member of the Authority
Board who is a member of the Salinas City Council is requoe@pprove Board actions.

With the formation of the Authority, each participp@f jurisdiction contractually agreed to its
responsibilities. In addition, the Authority adoptedste supply agreements with each Member
of the Authority. Each has committed to deliver i@agenerated within its boundaries to
Authority’s solid waste facilities, to direct itsafnchise/permitted solid waste haulers to dispose
of waste at these facilities, and to pay tippingsfset by the Authority to cover all Authority-
related costs.

The commitments provided by the Members are foersod of 15 years (2012) from the date of
the Authority Agreements, may be terminated undezciip terms of withdrawal, which
includes a majority vote of the board. Repaymerdllobutstanding debt and funding of closure
and post closure and site remediation costs mugtrbeided for upon withdrawal from or
termination of the Authority. The members have madeequity contributions, or have sold
their interest in their assets to the Authority, and there explicit, measurable equity interest in
this joint venture.
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Joint Venture — Salinas Valley Solid Waste Author{yontinued)

The City had no measurable equity interest in thehérity and does not receive a share of
operating results.

The Annual Financial Report of the Salinas Valleytic Waste Authority is published and is
available from the Authority Treasurer at the Auttys Finance Department located at 128 Sun
Street, Suite 101, Salinas, CA 93901.

Commitments and Contingent Liabilities:

Various claims and lawsuits are pending againsCilye Although the outcome of those claims
and lawsuits are not presently determinable, irogiieion of the City Attorney the resolution of
these matters are within the self-insured retergiog are not likely to have a material adverse
effect on the financial condition on the City, except as otisernoted.

Commitment to Other Taxing Agencies The Salinas Redevelopment Agency settled legal
action with other taxing agencies over division in€remental tax revenue resulting from
amendment of Buena Vista and Sunset Avenue Redevelat Projects. Under the amended
and restated terms of the agreement, Amended Pdmpseal by Ordinance No. 2130 on April 9,
1991, payments due are contingent upon the amouaixahcrement monies available and the
cumulative amounts expended by the Merged Redewedop Project. Statutory pass through
payments for the Sunset Avenue Project total $818,711sfralfyear ending June 30, 2011.

Pass through payments per agreements from thenakrigroject plan and amended project plan
are estimated according to the following schedule:

Due in the year Due in the year

ended June 30, Amount ended June 30, Amount
2012 $ 865,669 2016 $ 1,650,842
2013 879,402 2017 1,685,650
2014 1,595,785 2018 1,727,801
2015 1,623,106 2019 1,770,794

Adoption of Debt Incurrence Time Limit Deletion On August 17, 2004 the City Council
approved an ordinance deleting the debt incurrdimee limit from the Redevelopment Plan,
thus allowing the Agency to incur debt past theetiimits of January 1, 2004 in the Central City
and Buena Vista Plan area and past July 7, 2007eirstinset Avenue Plan Area. This action
requires the Agency to make statutory pass-thrquayments pursuant to Health and Safety
Code Section 33607.7 to each affected taxing emtitly which the Agency does not already
have a pre-1994 pass-through agreement requiresigmir to this amendment. Statutory pass-
through payments totaled $947,862 for fiscal year endling 30, 2011.
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26. Commitments and Contingent Liabilitig€ontinued)

Commitment to Steinbeck Center Foundatio®n June 15, 2010, the Agency approved a loan
agreement between the Agency and the National lsteinCenter. The Agency agreed to make
five lease payments on behalf of the Steinbeck &eihe lease payments are used to make debt
service payments for the City/Agency CertificatdsParticipation Series A of 2002. The
deferred lease payments due March 1, 2009 throumyichML, 2011 total $484,716. The Agency
and Steinbeck Center entered into a note for $484with interest based on the Local Agency
Investment Fund, which is variable, not to exceéd)(per annum. The note and appropriate
interest is due in full on July 1, 2018, unless prepaid pridrabdate.

The Steinbeck Center is constructed on Agency owaed. Pursuant to a fifty-year ground
lease dated December 31, 1997, the Redevelopmentyideases the land to Steinbeck Center
for $1 per year.

Commitment to Monterey Street Parking Structarér November 2001, the City Council and
the Agency entered into a Disposition and Develapgmegreement (DDA) with Maya Cinema
Holding Company LLC for the development of a 14€®aer, 2,916-seat multiplex movie theater
complex in the 100 block of Main Street. To seivis tind other developments within the 100
blocks, the DDA committed the City/Agency to constra five-level, 435-space public parking
structure on the corner of Monterey Street and agtreet adjacent to the National Steinbeck
Center and the Maya Cineplex Theater. The publikipg garage opened in June 2005, while
the Maya Cinemas Multiplex was completed and opened daulyg2005.

On July 24, 2009, the State Legislature passed AdgeBilb (AB) X1 26, which required
redevelopment agencies statewide to deposit adbt2.1 billion of property tax increment in
county “Supplemental” Educational Revenue AugmeénraEunds (SERAF) to be distributed to
meet the State’s Proposition 98 obligations to stharhe SERAF revenue shift of $2.1 billion
is scheduled to occur over two years, $1.7 billiofisnal year 2009-2010 and $350,000,000 in
fiscal year 2010-2011. The SERAF is to be paid twost districts and the county offices of
education which have students residing in redeve&y project areas, or residing in affordable
housing projects financially assisted by a redgumlent agency, thereby relieving the State of
payments to those schools. The Agency’s share sfréhienue shift was $2,230,576 in fiscal
year 2009-10 and a required payment of $459,23Bet@bunty of Monterey was made in fiscal
year 2010-11.

On August 24, 2010, the Agency approved a $700,00@ase for the loan to Salinas Gateway
Limited Partnership for construction of the GateaAments in FY 2011-12. These funds will

come from the affordable housing set-aside fundsived in FY 2011-12. On July 12, 2011, the
City Council approved the conversion of the profecsenior housing. On November 15, 2011,
the Agency reduced the allocation by $300,000 ireotd meet the Agency’s pro-rata share of
funds for senior citizen housing.

On August 24, 2010, the Agency approved a $535,00Gteanion loan to the Housing

Authority of the County of Monterey for the congttion of Laguna Haciendas Apartments.
These funds will be provided by reducing the Clomat Housing budget. On November 15,
2011, the Agency reduced the allocation by $250,008€ td the uncertainty of the status of
redevelopment agencies.
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New GASB Pronouncements:

The City adopted the following Governmental Accountingh8ads Board (GASB) Statements
for the fiscal year ended June 30, 2011

In February 2009, GASB issued Statement No.Fahd Balance Reporting and Governmental
Fund Type Definition§GASB 54) The objective of this Statement is to enhance d&dulness

of fund balance information by providing clearendubalance classifications that can be more
consistently applied and by clarifying the existiggvernmental fund type definitions. This
Statement establishes fund balance classificativatscomprise a hierarchy based primarily on
the extent to which a government is bound to oleseonstraints imposed upon the use of the
resources reported in governmental funds. Underiquevreporting standards, the City’'s
governmental fund balances were reported undee thetegories: reserved, unreserved, and
designated. The new reporting standard replaceg tinese fund balance categories with five
new classifications: Nonspendable, restricted, cdtedhi assigned, and unassigned based on the
relative strength of the constraints that controlvispecific amounts can be spent. Additional
disclosure concerning the implementation of GASB 54 idaai in Note 28.

Subsequent Events:

The City has evaluated subsequent events througleda 23, 2012, the date these financial
statements were available to be issued.

Dissolution of Redevelopment Agency - AB X1 26 &-2@n December 29, 2011, the California
Supreme Court delivered its decision in the California Reldpment Association v. Matosantos
case, finding AB X1 26 (the "Dissolution Act") latgeconstitutional and AB X1 27 (the
“Alternative Redevelopment Program Act”) uncongtdoal. The Court’s bifurcated decision
means that all California redevelopment agencresuding the Salinas Redevelopment Agency
(the "Redevelopment Agency"), will be dissolved untiee constitutional Dissolution Act, and
none will have the opportunity to opt into contiduexistence under the unconstitutional
Alternative Redevelopment Program Act.

As a result, the Redevelopment Agency will be disstl on February 1, 2012. The
Redevelopment Agency's non-housing funds and assktdhen be turned over to a successor
agency (the "Successor Agency") charged with ttepaesibility of paying off the former
Redevelopment Agency's existing debts, disposinghef former Redevelopment Agency's
properties and assets to help pay off debts andnreevenues to the local government entities
that receive property taxes (the "Taxing Entitiegli)d winding up the affairs of the former
Redevelopment Agency. The Redevelopment Agencysdaible housing assets, other than its
existing housing fund balance, will be turned owea tsuccessor housing agency (the "Successor
Housing Agency") to continue performing affordableousing activities. (The former
Redevelopment Agency's affordable housing fund lealavill be used to repay existing housing
fund debts and/or remitted to the County Auditon@aller for distribution to the Taxing
Entities.)
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28. Subsequent EventeContinued)

On January 10, 2012, the City of Salinas City Couapproved a resolution to act as the
Successor Agency and the Successor Housing Agenog.City has also adopted and filed the
Enforceable Obligation Payment Schedule (EOPS), lwhiitl serve as the basis of receiving
future tax increment to fund payment of the Agenbligations. The EOPS will transition into
the Recognized Obligation Payment Schedule (ROR&)eaentually become the basis of the
Successor Agency receiving funds to pay the ohltigatof the Agency. All Bonds of the
Agency are listed on the EOPS and the draft oRO&S (prepared 9/30/11). It is the intent of
the law to ensure that all such obligations aré paiplanned. The City also intends to meet all
of the other responsibilities as Successor Agency and teeskor Housing Agency.

Land Disposition- On September 27, 2011, the City approved a Larspd3ition Agreement
with Taylor Fresh Foods for the sale and transfeproperties located at 111 and 132 Main
Street for the proceeds of $1.5 million.

U.S. Government Debt DowngradeéOn August 5, 2011, Standard & Poor’s lowered otsgt
term credit rating on debt of the U.S. governmenmfrAAA to AA+. That action affected
Standard & Poor’s view of U.S public finance deldgtioments that are directly or indirectly
backed by the U.S. As a result, on August 8, 2011,datan& Poor’s lowered its long-term
credit ratings of U.S. government-sponsored entaprasd public debt issues that have credit
enhancement guarantees by those government-spdnsoterprises to AA+. These credit
downgrades relate to the credit risk associateth wie City’s investments in U.S. Treasury
obligations and U.S. government agency securities (FFCBBFAHLMC and FNMA).

Implementation of GASB Statement No. 54 RegardingdHBalance ReportingOn August 16,
2011, the City Council adopted a Resolution appmyire Policy implementing Governmental
Accounting Standards Board (GASB) Statement No. Bdnd Balance Reporting and
Governmental Fund Type Definition3he intent of the Statement is to bring greater
transparency and consistency to fund balance repoAjglication of this Statement is effective
for the City’s fiscal year ending June 30, 2011. Plaéicy directs the Finance Director to assign
fund balances into one of the five new categoridenspendable, Restricted, Committed,
Assigned, or Unassigned.

Twin Creeks Golf Course LeaseOn December 6, 2011, City Council modified theseaf
Twin Creeks Golf Course with Future Citizens Fouruia (First Tee of Monterey County)
reducing annual lease payments from $575,000 to,80@%eginning July 1, 2012 through June
30, 2015. The reduction was necessary because tbe Fee golf program has incurred
significant and unsustainable operating losses@declining golf rounds and declining sponsor
donations. The First Tee golf program has been antrues to be an important youth program
in the City. The reduced lease payment was antmipand included in the City’s two-year
budget.
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28. Subsequent EventeContinued)

Green Vehicles- In the pursuit of attracting new business, palidy those involved in
manufacturing, on December 1, 2009, the City Couagthorized funding to attract a private
company (Green Vehicles, Inc.) to Salinas and appraveadvance in the amount of $300,000.
The funding using Community Development Block Gre@DBG) was supporting the creation
of nine new jobs for qualifying residents of SatinaOn July 12, 2011 Green Vehicles gave
notice to the City of their intention of closing eptions in Salinas on a clear breach of the
funding agreement. The City then commenced legabractdemanding that the breach to the
agreement be cured and the funds advanced to Gedaales be returned to the City. City staff
is working with Housing and Urban Development (HUAIXhorities responsible of determining
if the City must return the $300,000 advanced toe@Gréehicles. Under current guidelines for
“failed” special economic development activitiese tack of success on the part of the business
does not necessarily constitute non-compliancewvoald require a grantee to return the CDBG
funds advanced. A final decision from HUD is expected in thegpf 2012.

SAFER Firefighter Grant On April 19, 2011, City Council accepted a Federdfice of
Emergency Services SAFER Grant to fill 12 frozerefighter positions. A two-year grant
totaling $2.9 million will fund the salary and beitgefof 12 firefighters, with no financial
obligation to retain the firefighters after the tyear grant period. The new firefighters are
expected to be trained and online during FY 201l1ahd it is anticipated the City will
experience a significant reduction in firefighter ovediand workers compensation costs.

Amendment to CALPERS On September 13, 2011, City Council adopted annande
amending the City’s contract with California Pulimployees’ Retirement System (CALPERS)
for the public safety groups (police and fire).ohder to reduce public safety retirement cost, the
City’s public safety bargaining groups agreed tcosel-tiered retirement formula for new hires
(reducing the formula from 3% at 50 to 3% at 53)e Tontract amendment became effective on
October 17, 2011. The City will save approximatelyOBd per year for each public safety
employee hired after the effective date.

COPS Police Grant On November 15, 2011, City Council accepted a rgd@ffice of
Community Oriented Policing (COPS) Hiring Grantfilb 8 frozen police officer positions. A
three-year grant totaling $2.8 million will fund thealary and benefits of 8 police officer
positions, with a financial obligation to retain tpelice officers for 12 months after the three-
year grant period. The grant does not cover somairest) employee costs such as uniform
allowance and various incentive pays. The unfundsallity associated with these employee
costs is estimated at $1.3 million over the threaryterm of the grant. These costs will be
partially off-set through savings in overtime pagtimated at $650,000 over the three-year grant
term.
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28. Subsequent EventeContinued)

Sanitary Sewer Service Rate®©n January 10, 2012, the City Council approvedsalution to
modify the Sanitary Sewer Service Rates. The ratesbased on a Financial Plan and Rate
Study prepared by Camp Dresser & McKee, Inc. (CDM)he Ppurpose of the Wastewater
Financial Plan and Rate Study (Rate Study) waseterthine the annual rate-based revenue
requirements of providing sanitary sewer collects@nvices to its customers. Proposition 218
restricts the total revenues to those required uiad fthe utility, including operation and
maintenance costs (O&M), funding of capital improesits and replacements, and maintaining
appropriate reserves for utility working capital,ojgct contingencies, and net revenue
stabilization. A financial model was developed tf@ecasts revenues and O&M costs over a
10-year period. The net operating revenues (opgraguenues less operational expenses) are
used to fund capital improvements. The new ratesrbhe effective on February 1, 2012 and set
to increase over the next 5 years effective July 1 of eschl fyear through June 30, 2017.

FY 2011-12 First Quarter Review The Avery and Associates report on the City afirths
organizational assessment was presented to theCGiincil on November 16, 2010. The goal
of the report was to assist the City leadershipriswering key questions, setting priorities and
help identify specific solutions to the constanamye within the organization brought on by
identified inefficiencies as well as reduced researin today’s economic climate. The major
components of the report are Governance Policieaptay to Change, Organizational Analysis
and Review of three initiatives, including: 1) Youlltime and Gang Violence Prevention; 2)
Prosperity; and 3) Organizational Effectivenesse Teport included 53 recommendations and
as of June 30, 2011, the City had implemented 3h@5t8 recommendations. There has been
additional work in progress and/or completed since tha tmthe recommendations, including:

1. Continuing updates of short and long term budgétitigrojections, including a five
year budget forecast.

2. Additional rebuilding of the recommended 5% GeneFRand Reserves. Staff
recommended increasing the General Fund reserve bata$ite100,000.

3. Allocating funding for training. This first quartéudget update includes recommending
funding for training. Staff will also involve thexisting cross functional and inter
departmental Training Task Force who help defingartant training needs in an
annually updated training plan.

4. Continued implementation of reorganized departments.

5. Work on the employee transfer of an Environmentgdirces planning position within
Public Works to the Planning Division in the Comntyrand Economic Development
Department.

6. Reducing Council committees, boards and commissimnsuccessfully joining the
Library and Community Services Department with phevious Library Commission and
Park and Recreation Commission into one standingtinho meeting. Final completion
of this item will require an ordinance amending the City&od
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28. Subsequent EventeContinued)

7. Efficient department purchasing process has be@nowed with the introduction of the
Cal-Card credit card.

8. Establishing an Information Technology (IT) User nGuittee made up of four
department heads, the Information Systems (IS) Mamagd attended by several other
department staff to collaboratively review City widS needs, plan and recommend
budget priorities to the City Manager and ultimately CityQwol.

On October 25, 2011, City Council accept the finsanter FY 2011-12 budget review report
including an update of the Avery Recommendationpr@aped amendments to the FY 2011-12
operating and capital budgets, and approved arcaditm of the FY 2010-11 General and
Measure V Fund budget carryovers. The General Famdyover was $2,317,100 and the
Measure V carryover was $1,116,600 for a total General amde V Fund of $3,433,700.

The staff report included a first quarter reviewtlod revenues, Department budgets, FY 2010-11
year end carryover, and recommended budget adjustrferFY 2011-12. Staff recommended
key operating and capital supplemental appropnatim further the goals and priorities of the
City Council and the need to reinvest in the areesmmended in the Avery Report. Staff also
provided the City Council with an update of the Avery Repscbmmendations.

The report indicated that revenues were comingsirp@jected and there were no decreases
projected for the current year. Furthermore, aftedyzing the first quarter expenditure reports,
departments have determined they are on targeslamad remain within their budget. Given
the difficult economic condition of the nation, state andlocal area, staff continues to focus on
a two-year budget cycle. As such, although FY 20 Ieimains balanced, the FY 2012-13
budget forecast shows a deficit gap of $622,700s Gap is largely due to the increased cost in
health insurance ($268,000) and PERS ($575,000)ff ®if4 continue work on the budget
projections beyond the two-year budget cycle, ascipated costs deferred by significant
employee concessions will need to be examined.
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BUDGETING

The budget is prepared by the City Manager and tadapy the City Council. The City
Council approves operating appropriations at thadeent and fund level prior to July
1, each year and may amend the budget during tbal fiar. Budgetary control is
maintained at the program level. Formal budgetatggiration was employed as a
management control device during the fiscal yeattfie General Fund, Special Revenue
Funds, Debt Service Funds, Capital Projects Funds, Entefuisds and Internal Service
Funds.

Budgets are legally adopted for all Governmental Rroprietary Fund Types. Fiduciary
Funds and Agency Funds have no adopted budgetsideetiae City is only required to
make payments to the extent funds are availablené&gEBund budgets that are approved
by their respective governing boards are recorded i€illyés accounting system.

The City Manager may transfer budget appropriatidtedween departments and
Department Directors may transfer appropriatiortsvben programs and accounts within
their individual departments and divisions, but otilg Council may appropriate funds
from reserves or fund balances.

Budget policy excludes the use of taxes, accoummsivable, interest receivable assets
and long-term advances that are not currently abigl resources for budget purposes.
Condemnation deposits, are also excluded becaugeathereturned upon right of way
acquisition.

Expenditures may not legally exceed budgeted ap@itagms at the department level.
Budgeted amounts shown are as originally adoptddaaramended by the City Council
during the year. During the year, Council amends lihdget with the approval of

supplemental appropriations and reviews and aminedsudget at mid-year and at year-
end.

Appropriations lapse at fiscal year end to the mixteey have not been expended. New
budget appropriations are approved for the comiear.yProject-length financial plans
are adopted for all capital projects funds and apations are carried forward until
project completion. Grant funds are carried forward ungilgrant expires.

Encumbrances represent commitments related to fampeyd contracts for goods or

services. Encumbrance accounting, under which pseclbeders, contracts, and other
commitments for the expenditure of monies are ibrin order to reserve that portion
of the applicable appropriation, is employed as atersion of formal budgetary

integration in the governmental funds. Encumbrancetstanding at year-end are
recorded as reservations of fund balance and docordtitute expenditures or liabilities
because the commitments will be honored during the suéeseyear.
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On November 8, 2005, the voters of Salinas approvedshre V, a 0.50% transactions
and use tax. Measure V is a general tax and istexgpas part of the General Fund. The
tax was effective April 1, 2005 and the tax will sehin ten (10) years. The Measure V
Oversight Committee is a fundamental provisionha voter-approved tax. The Mayor

and City Council each annually appoints one mendfethe public to serve on the

Oversight Committee. The committee has two (2) mageponsibilities recommending

the specific uses of Measure V funds to the Cityri@d and overseeing the use of
Measure V funds to assure consistency with thenagproved tax and the appropriated
use of Measure V funds.

BUDGETATY INFORMATION

The adopted FY 2010-11 budget represents the fialaaod organizational plan by
which the policies and programs approved by thg Cauncil will be implemented. It
includes: (1) the programs, projects, services andites to be provided during the
fiscal year; (2) estimated revenues available narfce the operating plan; and (3) the
estimated spending requirements of the operatiag. plThe budget for a second fiscal
year (2011-12) plan is also presented for planpiagpose only. The City’s goals and
objectives session are:

» Economic Vitality — develop, enhance, and protecegpanded local economic
base

» Salinas as a City of Peace

* Image of the Community

» Consistent Community Outreach and Engagement

On June 30, 2010, the City Council was presentedandwed a two (2) year operating
budget with staff recommending approval of a oney€ar operating budget for the City
of Salinas and Salinas Redevelopment Agency. Tim& City Council and Salinas
Redevelopment Agency adopted FY 2010-11 Annual Oper&tirigets on June 8, 2010.
A revision to the CIP was made during FY 2010-1d tfe current fiscal year through
fiscal year 2014-15. The Capital Improvement Budgegenerally updated every two
years.

Annual budgets are prepared for the General Gowvembnfunds, Internal Service,
Enterprise Operations, Assessment and maintenarstecB, Block Grant and Home
programs, certain Grant and City Agencies, Defei@anpensation and Retirement,
Debt Service, Redevelopment Agency and Capital Projects-und

The annual appropriation resolution adopts the budgan appropriation level by fund,
with a detail expenditure by departments and programsdedlin the budget document.
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Capital project budget is updated annually with anagvisions occurring every two
years. Major revisions to the CIP were made duRNg2009-10 through FY 2014-15.
Potential investments of $574,581,970 were identif@dthe six (6) year period from
July 1, 2010, to June 30, 2015. The required invedsneange from deferred
maintenance needs of existing facilities (e.g. tation repairs) to the construction of
long overdue new and expanded facilities (e.g. a p@ie facility and the expansion of
Chavez Library) necessary to continue providingidoa®rvices to the residents of
Salinas. The CIP projects were funded from a wanétsources, including very modest
General Fund investments. Due to the economic downénd the requirement to
balance the two-year General Fund and Measure \faiipg Budgets, Capital project
investments were reduced to $372,400 in the GeRerad and no funds assigned under
the Measure V fund.

GENERAL FUND

The General Fund fund balance decreased $300,386,%40,375, of which $1,560,002
is Nonspendable, $898,500 is committed, $1,516,553redi and $2,535,320 is
unassigned.

General Fund reserves have been set-aside by Cdonespecific purposes. Under the
Reserved fund balance category, the General Fundspémdable fund balance of
$1,560,002 includes Inventory ($20,202), Loans Rect&v&h29,800) and Advances
($1,510,000). Committed funds balance of $898,500 @gdated for future Capital
Projects. To General Fund Assigned fund balance 1051%,553 includes carryover
appropriations, unrealized market value and other parpsss.

The General Fund Unassigned fund balance of $2,58582nade of $218,191 of
revenue accruals and $2,317,129 of funds availablelocation and expenditure at June
30, 2011. General Fund resources available for exjpeadat June 30, 2011 total
$2,535,320. The General Fund shows no available fundthe operating reserve
category.

MEASURE V

Measure V is a general tax and is reported asgbahte General Fund. The Measure V
fund balance increased $808,758 to $4,549,005, of which75,816 is assigned and
$3,273,189 is unassigned.

Of the $3,273,189 Measure V unassigned fund baland@),@00 is reserved for
operations, $1,756,555 in accruals and $1,116,634 in unaddignd balances.

Measure V reserved fund balance at June 30, 2Gals t$1,275,816 and represents the
reserves for encumbrances. Measure V reserves hesre $et-aside by Council for
specific purposes.
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BUDGETARY RESULTS RECONCILED TO GAAP

The budgetary process is based upon accountingeftaiin transactions on a basis other
than the accounting principles generally acceptethe United States (GAAP) basis.

The results of operations are presented in the naganying budget and actual

comparison schedules in accordance with the budgecess (budgetary basis) to

provide a meaningful comparison with the budget.e Tigjor differences between the

budgetary basis actual and GAAP basis are as follows:

* Year-end encumbrances are recognized as the eepiivall expenditures in the
budgetary basis financial statements, while encuetbeamounts are not
recognized as expenditures on the GAAP basis thdilequipment, supplies, or
services are received.

» Certain loan transactions are recognized as expgadifor the budgetary basis
but not for the GAAP basis. When these loans ardemthey are recorded as
receivables for the GAAP basis and as expendittoeshe budgetary basis.
When loan repayments are received, they are recoaedreductions to
receivables for the GAAP basis, but are recognizeteenues for the budgetary
basis.

» Certain accounts such as the change in fair valuevestments included in the
City's GAAP Obasis amounts, for which no formal betigare prepared, are
excluded from the budgetary basis financial statements.

» Certain grant revenues received in advance argnezed on the budgetary basis
financial statements, but are deferred and not rézed as revenue on the GAAP
basis financial statements. This process normadigites a variance in recognized
revenue from the prior year to the current year.

BUDGET REVISIONS

The following is a summary of the actions takeremathe approval of the Fiscal year
2010-11 budget:

e General Fund Budget was balanced with the use of #illion of carryover
funds.

e An Operating Reserve in the Measure V Fund in tmeunt of $400,000 was
funded with the use of 2009-10 carryover funds.

» Encouraging improvement in sales tax revenues ($883 in addition to
designation of 2009-10 carryover funds ($365,000nhtrdouted to enhance
services in Economic Development, Volunteer Seryideésde Enforcement,
Information Systems Planning, and Training.

e During January 2011, the budget for Health Insuracm&t was increased by
$225,000 after the health care provider (CalPER8jienb the City of an 11.5%
increase to the premiums effective January 1, 2011.
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e An increase in the overtime budget of $500,000 wpplied to the Fire
Department employee benefit budget to cope witkingicosts in this category
after the elimination in FY 2009-10 of 9 firefighter pomits.

e During January 2011, an amendment to the budgeb@®,$00 of General Fund
and $200,000 of Measure V funds, was implementedato gn unanticipated
liability settlement.

The budget amounts presented in the accompanyiregate of revenues, expenditures,

and changes in fund balances — budget and actudg¢tary basis) reflect such budget
revisions.
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Variance
Original Amended with
Budget Budget Actual Final Budget
Fund Balance, July 1, 2010 $ 10,551,012 $ 10,551,012 $ 10,551,012 -
Resources (inflows):
Taxes:
Sales 14,625,000 14,675,000 15,370,826 695,826
In-lieu Sales 4,875,000 5,025,000 5,129,090 104,090
Transactions and Use 8,600,000 8,800,000 9,288,073 488,073
Property 11,440,000 11,705,000 12,125,895 420,895
Property-Vehicle License Fees 9,135,000 9,470,000 9,503,519 33,519
Utility 8,425,000 8,475,000 9,033,972 558,972
Business License 4,150,000 4,050,000 4,258,342 208,342
Franchise 6,362,800 7,183,200 7,358,502 175,302
Other 1,450,000 1,500,000 1,550,300 50,300
Licenses and Permits 33,000 33,000 898,451 865,451
Intergovernmental 838,200 903,200 1,225,520 322,320
Chargesfor Services 5,631,800 5,261,800 4,318,725 (943,075)
Interest 150,000 150,000 129,670 (20,330)
Miscellaneous 231,200 231,200 268,408 37,208
Operating TransfersIn 1,950,000 1,250,000 1,845,000 595,000
Total Resources 77,897,000 78,712,400 82,304,293 3,591,893
Charges to Appropriations (outflows):
Administration 10,785,600 11,103,692 14,089,799 (2,986,107)
Public Safety 49,232,000 49,776,658 49,255,020 521,638
Public Works 10,832,700 10,942,558 10,396,497 546,061
Recresation 1,781,900 1,784,097 1,346,892 437,205
Library 3,729,800 3,730,029 3,596,483 133,546
Capital Outlay 125,000 152,750 120,197 32,553
Transfers Out 3,832,700 7,387,317 2,991,037 4,396,280
Total Chargesto Appropriations 80,319,700 84,877,101 81,795,925 3,081,176
Excess of Resources Over (Under)
Charges to Appropriations (2,422,700) (6,164,701) 508,368 6,673,069
Fund Balance, June 30, 2011 $ 8,128,312 $ 4,386,311 $ 11,059,380 6,673,069
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CITY OF SALINAS
Required Supplementary Information
Budgetary Policy and Control
Budgetary Comparison Schedule
MeasureV Fund
Fiscal Year Ended June 30, 2011

Variance
Original Amended with
Budget Budget Actual Final Budget
Fund Balance, July 1, 2010 $ 3,740,247 $ 3,740,247 $ 3,740,247 $ -
Resources (inflows):
Taxes:

Transaction and Use Tax 8,600,000 8,800,000 9,288,073 488,073
Interest 25,000 25,000 15,734 (9,266)
Miscellaneous - - 8,653 8,653

Total Resources 8,625,000 8,825,000 9,312,460 487,460

Charges to Appropriations (outflows):
Administration 125,000 169,743 131,188 38,555
Public Safety 2,927,300 2,912,557 2,343,134 569,423
Public Works 1,093,600 1,093,600 1,093,599 1
Recreation 402,500 402,500 373,065 29,435
Library 3,729,800 3,722,560 3,596,483 126,077
Capital Outlay - 7,469 92,620 (85,151)
Transfers Out 522,500 1,945,257 873,613 1,071,644
Total Chargesto Appropriations 8,800,700 10,253,686 8,503,702 1,749,984

Excess of Resources Over (Under)

Charges to Appropriations (175,700) (1,428,686) 808,758 2,237,444
Fund Balance, June 30, 2011 $ 3,564,547 $ 2,311,561 $ 4,549,005 $ 2,237,444
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CITY OF SALINAS

Required Supplementary I nformation
Budgetary Policy and Control
Budgetary Comparison Schedule
Housing and Urban Development Fund
Fiscal Year Ended June 30, 2011

Fund Balance, July 1, 2010

Resources (inflows):
Intergovernmental
Interest
Miscellaneous

Total Resources

Charges to Appropriations (outflows):
Administration
Transfers Out

Total Charges to Appropriations

Excess of Resources Over (Under)
Charges to Appropriations

Fund Balance, June 30, 2011

Variance
Original Amended with
Budget Budget Actual Final Budget
$ 1,842,635 $ 1,842,635 $ 1,842,635 -
4,421,800 6,370,955 3,710,210 (2,660,745)
800 800 136 (664)
72,500 72,500 170,188 97,688
4,495,100 6,444,255 3,880,534 (2,563,721)
4,253,774 5,428,658 2,247,370 3,181,288
1,838,505 2,955,106 1,238,758 1,716,348
6,092,279 8,383,764 3,486,128 4,897,636
(1,597,179) (1,939,509) 394,406 2,333,915
$ 245,456 $ (96,874) $ 2,237,041 2,333,915
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CITY OF SALINAS
Required Supplementary Information
Budgetary Policy and Control
Budgetary Comparison Schedule
Development Fees Fund
Fiscal Year Ended June 30, 2011

Variance
Original Amended with
Budget Budget Actual Final Budget
Fund Balance, July 1, 2010 $ 18,270,364 $ 18,270,364 $ 18,270,364 $ -
Resources (inflows):
Charges for Services 766,000 766,000 313,920 (452,080)
Interest 208,000 208,000 81,483 (126,517)
TransfersIn - - 210,488 210,488
Total Resources 974,000 974,000 605,891 (368,109)
Charges to Appropriations (outflows):
Capital Outlay - - 1,065,417 (1,065,417)
Transfers Out 17,223,132 17,286,972 1,397,690 15,889,282
Total Chargesto Appropriations 17,223,132 17,286,972 2,463,107 14,823,865
Excess of Resources Over (Under)
Charges to Appropriations (16,249,132) (16,312,972) (1,857,216) 14,455,756
Fund Balance, June 30, 2011 $ 2,021,232 $ 1,957,392 $ 16,413,148 $ 14,455,756
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CITY OF SALINAS

Schedule of Funding Progress

For California Public Employees Retirement Plan
Last Three Years

UNFUNDED
ACTUARIAL
LIABILITY
UNFUNDED ASA
ACTUARIAL ENTRY AGE ACTUARIAL ACTUARIAL ANNUAL PERCENTAGE
VALUATION NORMAL ACCRUED ASSET ACCRUED FUNDED COVERED OF COVERED
DATE LIABILITY VALUE LIABILITY RATIO PAYROLL PAYROLL
06/30/10
Sefety Fire  *  $ 10,165,475,166 $ 8,470,235,152 $ 1,695,240,014 83.3% $ 955,980,815 177.3%
Safety Police 183,709,743 146,485,473 37,224,270 79.7% 18,219,995 204.3%
Miscellaneous 62,618,174 47,751,992 14,866,182 76.3% 17,230,982 86.3%
06/30/09
Sefety Fire  *  $ 9,721,675,347 $ 8,027,158,724 $ 1,694,516,623 82.6% $ 973,814,168 174.0%
Sefety Police 176,065,221 139,442,398 36,622,823 79.2% 19,050,606 192.2%
Miscellaneous 57,691,774 31,208,195 26,483,579 54.1% 15,305,551 173.0%
06/30/08
Safety Fire * 8 8,700,467,733 $ 7,464,927,716 $ 1,235540,017 85.8% $ 914,840,596 135.1%
Safety Police 160,300,646 131,867,507 28,433,139 82.3% 18,354,677 154.9%
Miscellaneous 37,113,044 31,072,634 6,040,410 83.7% 15,305,551 39.5%

* Asof July 1, 2005 the California Public Employees’ Retirement System required the City
to pool all of its assets and liabilities of the Fire Safety Group into the newly created risk

pool for Public Safety. The data shown above reflects the new pooled report format

including the assets and liabilities of other agencies required to participate in the risk

pool. More specific information can be found on Note #16 of the notesto the Financial

Statements.
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CITY OF SALINAS

Schedule of Funding Progress
For New York Life Retirement Plan

Last ThreeYears

Unamortized
Portion of Unfunded
Initial Unfunded Frozen IUAAL asa UFAAL asa

Actuarial Actuarial Per centage Per centage
Actuarial Actuarial Accrued Accrued of covered of Covered
Valuation Value of Liability Liability Covered Payroll Payroll

Date Assets (ITUAAL) (UFAAL) * Payroll (b/d) (c/d)

09/01/09 $ 15,726,090 $ 11,443,424 $ 7,880,347 $ 2,496,644 458.4% 315.6%
09/01/08 $ 21,262,681 $ 11,715,017 $ 13,996,664 $ 4,304,535 272.2% 325.2%
09/01/07 $ 19,439,416 $ 11,862,010 $ 12,114,163 $ 4,173,341 284.2% 290.3%

The plan uses the frozen initia liability (frozen entry age) actuarial cost method (under which the unfunded actuarial accrued liability is
not explicitly determined each year until September 1, 2005. Effective September 1, 2005 actuarial valuation, the plan uses the entry age
normal cost funding method under which the unfunded actuarial liability is explicitly determined each year. As of September 1, 2005, the
unfunded actuarial accrued liability was redetermined to be $12,127,776 based on the market plan assets and plan accrued liabilities as of
September 1, 2005 and the plan's funding contribution was then calculated based on a 30-year amortization of the redetermined unfuned
actuarial accrued liability.

* Includes the unamortized initial unfunded actuarial accrued liability re-established 9/1/83 plus the unamortized portion of other bases

established for changes in plan provisions and changes in actuarial assumptions.
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CITY OF SALINAS
Schedule of Funding Progress
For Other Post Employment Benefits (OPEB)
Last ThreeYears

Unfunded Annual
Actuarial Present Acturial Required ARC asa
Valuation Value of Accrued Contribution Covered Per centage
Date Benefits Liability (ARC) Payroll Payrall
06/30/10 $ 19,882,000 $ 11,457,000 $ 1,353,000 $ 46,635,000 2.9%
06/30/09 $ - $ - $ - $ - -
06/30/08 $ 18,532,000 $ 9,178,000 $ 1,591,000 $ 37,850,000 4.2%
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NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for fepeevenues that are legally
restricted to expenditure for specified purposébe Special Revenue Funds used by the
City in this report are as follows:

Emergency Medical Services FundThis fund accounts for monies received from
County Service Area (CSA) 74. Funds are used tahase emergency medical and
safety equipment under the capital improvement program.

Asset Seizure This fund accounts for the proceeds from salassiets seized primarily
from illegal narcotics activity. These funds are useddarénforcement.

Lighting, Landscape and Maintenance Distridthis fund accounts for monies received
from the various maintenance districts throughbat@ity. Funds are used to pay for the
lighting and landscape maintenance of the respectivectist

Local Public Safety FundThis fund accounts for monies received from fatand state
grants, which are expended to enhance law enforcemerteservi

Gas Tax- This fund accounts for gas tax revenues recenged State apportionments of
gasoline taxes. Expenditures are restricted toetstimaintenance and street
improvements. No expenditures are made directin fiilois fund, but transfers are made
to the General Fund for street maintenance andheagng salaries and to the Capital
Projects Fund for street improvements based on actual diljpes.

Traffic Safety- This fund accounts for revenues derived from traffadations whose use

is restricted by State statute for traffic safetyd astreet maintenance purposes. No
expenditures are made directly from this fund, barigfers are made to the General Fund
for traffic safety expenditures and street Maintenance.

Vehicle Abatement This fund accounts for monies allocated by th&teSto fund the
vehicle abatement program.

Recreation Parks FundThis fund accounts for revenues received frona@dmission fee
charge that is imposed to events held at the SaB@orts Complex (Rodeo Grounds
stadium). Funds are designated for Parks and Recreatioitiegti

Housing Fund This fund accounts for funds designated by Cibuncil to be used for
housing activities.

Grants Fund This fund accounts for various minor grants nes@ for purposes ranging
from library to police operations.

Central City Housing FundThis fund accounts for the redevelopment requiénet to set
aside 20% of available tax increments receivedhgy Salinas Redevelopment Agency
from properties within the Central City ProjectareThese funds are used to improve
and increase the supply of low and moderate income housinigp whe City.
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NON-MAJOR GOVERNMENTAL FUNDS

Sunset Avenue Merged Housing Fundhis fund accounts for the required 20% set-
aside of tax increments received by the SalinasiRg#dpment Agency from properties
within the Sunset Avenue Merged Housing ProjectesEifunds are used to improve and
increase the supply of low and moderate income housingwtita City.

DEBT SERVICE FUNDS

Debt Service Funds are used for the accumulatioth @sbursement of financial
resources that will be used to make principal amerést payments on general long-term
debt. The debt service funds include the following debt isssa

Assessment District Reserve Fundhis fund accounts for the reserves on outstandi
assessment districts bonds.

Assessment District Administration Fund This fund accounts for the cost of
administering the City’'s 18 assessment districtdsonsed to finance improvements
within those districts. Funding is provided by assessment equal to 5% of the
assessment amount with a maximum $16 levy per parcel per bond

Certificates of Participation (1997) Fundhis fund is used to accumulate funds for the
payment of principal and interest on the 1997 @Geaties of Participation. Proceeds
were used for capital improvements and to refund 8ulinas Public Financing
Authority’s Variable Rate Lease Revenue Bonds tirate used to purchase the 65 W.
Alisal building. Debt service is financed from ialiinent payments from the Salinas
Valley Solid Waste Authority (SVSWA) for the purd®of Crazy Horse Landfill and a
lease on the 65 W. Alisal Building.

Certificates of Participation (1999) Fundhis fund is used to accumulate funds for the
payment of principal and interest on the portiorthaf 1999 Certificates of Participation
that were used to finance the construction of titg &nimal Shelter. Debt service is
used to finance the City’'s General Fund. A portiontiee 1999 Certificates of
Participation were used to finance Golf Course mmpments and is reported in the
Enterprise Funds.

Certificates of Participation (2002) Fundhis fund is used to accumulate funds for the
payment of principal and interest on the 2002 @Geaties of Participation. Proceeds
were used to finance the acquisition by the SalRedevelopment Agency of a leasehold
interest in the Steinbeck Center site. Debt servg financed from the Steinbeck
Center’s annual lease payments.

Certificates of Participation (2004) Fund'his fund is used to accumulate funds for the
payment of principal and interest on the 2004 Geaties of Participation. Proceeds were
used to provide funding to finance the cost of &itjan and construction of a five-level,
452-space public parking structure. Debt Servicaoisbe funded by paid parking
throughout the downtown area. Pursuant to a reirebugat agreement, the Salinas
Redevelopment Agency is responsible for the devicge As with any City sponsored
debt, the City’'s General Fund is pledged to makebitved payments if the Agency is
financially unable to make the bond payments.




NON-MAJOR GOVERNMENTAL FUNDS

Central City Debt Service FundThis fund is used to accumulate funds for thgnpent

of principal and interest on the SRA’s Tax AllocatiBonds Series A-1992 and Series B-
1996 issued to complete project improvements inGkatral City revitalization project
area. Additionally, funds are also used to re-pay the Citpfor advances. Debt service
is financed from tax increments.

Sunset Avenue Merged Debt Service Funthis fund is used to accumulate funds for
the payment of principal and interest on the Citigan and a State Department of
Commerce loan. Debt service is financed from tax increments

CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account for meagpital acquisition and construction
activities. The Capital Projects Funds used by the Cityisrréport are as follows:

Special Aviation Fund This fund accounts for federal and state airpomtgraFunds are
used to reimburse the Capital Projects Fund for airpoitat@xpenditures.

Assessment District Projects Fund This fund accounts for bond proceeds from
assessment districts used for capital improvemefisnds are used to reimburse the
Capital Projects Fund for assessment district capitaégire)xpenditures.

Central City Project Fund This fund accounts for financial resources fental City
Project Area Redevelopment Agency projects.

Sunset Avenue Merged Project Fund his fund accounts for financial resources for
Sunset Avenue Merged Project Area Redevelopment Agen@ciso
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CITY OF SALINAS

COMBINING BALANCE SHEET
SPECIAL REVENUE FUNDS
JUNE 30, 2011

ASSETS
Cash and investments
Receivables, net:

Accrued interest

Due from other agencies
Advances to other funds
Loans receivable
Land held for resale

Total assets

LIABILITIES
Accounts payable
Dueto other funds
Deferred revenues

Total liabilities

FUND BALANCE
Nonspendable
Restricted
Unassigned

Total fund balances

Total liabilities and fund
balances

Lighting, Redevelopment Agency
L andscape Sunset
Emergency and Local SRA Accounts Central Avenue
Medical Asset Maintenance Public Gas Traffic Vehicle Recreation Housing Transferred City Merged
Services Seizure District Safety Tax Safety Abatement Parks Trust Cable Grants To City Housing Housing Total

$ 959209 $ 11299 $ 3613350 $ 75881 $ 1861051 $ 15702 $ 92700 $ 210,162 ¢ 199,734 $ 101548 $ 134,095 $ 1422053 $ 156382 $ 111245 $ 8964411
- - 3,023 47 1,835 - - - - - - - 261,929 505,501 772,335

- - - 480,418 440,882 80,632 - - - 38,042 255,660 - - - 1,295,634

- - - - - - - - - - - - 450,000 490,000 940,000

- - - - - - - - - - - - 4,986,050 4,240,500 9,226,550

- - - - - - - - - - - 1,791,277 500,431 1,157,122 3,448,830

$ 959209 $ 11299 $ 3616373 $ 556346 $ 2303768 $ 96334 $ 92700 $ 210,162 § 199734 $ 139590 $ 389,755 $ 3213330 $ 6354792 $ 6504368 $ 24,647,760
$ 23714 $ 2174 $ 56370 $ 90,363 $ - $ - $ 8685 $ 1802 ¢ - $ 4664 $ 96352 $ - 10234 % 7488 % 301,846
- - 25,846 326,904 456,244 - - - - - 167,615 - - - 976,609

- - - 9,141 - - - - - - 113,474 - 710,999 995,247 1,828,861

23,714 2,174 82,216 426,408 456,244 8,685 1,802 - 4,664 377,441 - 721,233 1,002,735 3,107,316

- - - - - - - - - - - 1,791,277 5,486,481 5,397,622 12,675,380

935,495 9,125 3,534,157 187,998 1,847,524 96,334 84,015 208,360 199,734 134,926 422,941 1,422,053 298,300 104,011 9,484,973
- - - (58,060) - - - - - - (410,627) - (151,222) - (619,909

935,495 9,125 3,534,157 129,938 1,847,524 96,334 84,015 208,360 199,734 134,926 12,314 3,213,330 5,633,559 5,501,633 21,540,444

$ 959209 $ 11299 $ 3616373 $ 556346 $ 2303768 $ 96334 $ 92700 $ 210162 $ 199734 $ 139590 $ 389,755 $ 3213330 $ 6354792 $ 6504368 $ 24,647,760

O-5



CITY OF SALINAS, CALIFORNIA
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN FUND BALANCES
SPECIAL REVENUE FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Lighting, Redevelopment Agency
Landscape Sunset
Emergency and Local SRA Accounts Central Avenue
Medical Asset Maintenance Public Gas Traffic Vehicle Recreation Housing Transferred City Merged
Services Seizure District Safety Tax Safety Abatement Parks Trust Cable Grants To City Housing Housing Total
REVENUES
Taxes $ - $ - $ - $ 356601 $ - $ - $ - $ - g - $ 163003 $ - $ - $ - $ - $ 519,604
Taxes - special assessment - - 1,519,520 - - - - - - - - - - - 1,519,520
Intergovernmental 666,315 10,867 900 2,008,988 3,702,385 - 103,317 - - - 1,380,026 - - - 7,872,798
Charges for services - - 64,410 - - - - - - - - - - - 64,410
Interest - 43 16,210 208 8,529 - - - - - - - 4,537 434 29,961
Rental income - - - - 172,266 - - 34,894 - - - - - - 207,160
Fines and forfeits - - - - - 633,958 - - - - - - - - 633,958
Miscellaneous - - - - - - - - - - - - 7,969 - 7,969
Total Revenues 666,315 10,910 1,601,040 2,365,797 3,883,180 633,958 103,317 34,894 - 163,003 1,380,026 - 12,506 434 10,855,380
EXPENDITURES
Current:
Administration - - - - - - - - - 120,000 18,729 - 150,898 157,666 447,293
Public safety 530,472 12,000 - 2,365,914 - - 185,336 - - - 777,798 - - - 3,871,520
Recreation - - 1,313,440 - - - - 35,624 - - 51,299 - - - 1,400,363
Library - - - - - - - - - - 577,361 - - - 577,361
Total expenditures 530,472 12,000 1,313,440 2,365,914 - - 185,336 35,624 - 120,000 1,425,187 - 150,898 157,666 6,296,537
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 135,843 (1,090) 287,600 (117) 3,883,180 633,958 (82,019) (730) - 43,003 (45,161) - (138,392) (157,232) 4,558,843
OTHER FINANCING SOURCES (USES)
Loans receivable forgiven - - - - - - - - - - - - (36,000) - (36,000)
Property transfers to City - - - - - - - - - - - 1,791,277 - - 1,791,277
Housing grant transfer to City - - - - - - - - - - - 1,422,053 (1,036,141) (385,912) -
Operating transfersin 522,500 - - 68,663 46,000 - 50,000 - - - - - 605,225 579,743 1,872,131
Operating transfers out (3,337) - - (147,671) (4,123,305) (645,000) - (10,719) - - (898) - (240,000 - (5,170,930
Total other financing sources (uses) 519,163 - - (79,008) (4,077,305) (645,000) 50,000 (10,719) - - (898) 3,213,330 (706,916) 193,831 (1,543,522)
NET CHANGE IN FUND BALANCES 655,006 (1,090) 287,600 (79,125) (194,125) (11,042) (32,019) (11,449) - 43,003 (46,059) 3,213,330 (845,308) 36,599 3,015,321
FUND BALANCES, BEGINNING OF YEAR 280,489 10,215 3,246,557 209,063 2,041,649 107,376 116,034 219,809 199,734 91,923 58,373 - 6,478,867 5,465,034 18,525,123
FUND BALANCES, END OF YEAR $ 935495 $ 9125 $ 3534157 $ 129938 $ 1847524 $ 96334 $ 84015 $ 208360 $ 199734 $ 134926 $ 12314 $ 3213330 $ 5633559 $ 5501633 § 21,540,444
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CITY OF SALINAS
COMBINING BALANCE SHEET
DEBT SERVICE FUNDS

JUNE 30, 2011

ASSETS
Cash and investments
Receivables:
Accrued interest
Restricted cash and investments
Loans receivable

Total assets

LIABILITIES
Accounts payable
Dueto other funds
Advance from other funds
Deferred revenues

Tota liabilities
FUND BALANCE
Nonspendable
Restricted
Unassigned
Total fund balance

Total liabilities and fund balance

Redevelopment Agency
Certificates Certificates Certificates Sunset
Assessment Assessment of of of Central City Avenue
District District Participation Participation Participation Debt Merged
Reserve Administration (2005 B) (1999) (2002) Service Debt Service Totals
$ 3,112,384 $ 56,833 $ 8473 $ 860 $ - $ 869,124 $ 98334 $ 4,146,008
1,839 - - - - 3,534 582 5,955
- - 803,305 103,945 196,524 1,574,704 - 2,678,478
- - - - - 484,716 - 484,716
$ 3,114,223 $ 56,833 $ 811,778 $ 104,805 $ 196,524 $ 2,932,078 $ 98916 $ 7,315,157
$ - $ 6,308 $ - $ - $ - $ - $ - $ 6,308
- - - - 11,930 - - 11,930
- - - - - 450,000 490,000 940,000
- - - - - 3,534 - 3,534
- 6,308 - - 11,930 453,534 490,000 961,772
- - - - - 484,716 - 484,716
3,114,223 50,525 811,778 104,805 184,594 1,993,828 - 6,259,753
- - - - - - (391,084) (391,084)
3,114,223 50,525 811,778 104,805 184,594 2,478,544 (391,084) 6,353,385
$ 3,114,223 $ 56,833 $ 811,778 $ 104,805 $ 196,524 $ 2,932,078 $ 98916 $ 7,315,157
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CITY OF SALINAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

DEBT SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

REVENUES
Taxes
Charges for services
Interest

Total Revenues

EXPENDITURES
Debt service:
Principal retirement
Interest and fiscal charges
Parking structure debt
SERAF
Pass through tax

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Advance from SRA

Operating transfersin
Operating transfers out

Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

Redevelopment Agency
Certificates Certificates Certificates Sunset
Assessment Assessment of of of Central City Avenue
District District Participation Participation Participation Debt Merged
Reserve Administration (2005 B) (1999) (2002) Service Debt Service Totals

$ - $ - $ - $ - $ - $ 3,026,124 $ 2,898,714 $ 5,924,838
- 55,466 - - - - - 55,466

10,770 - 84 2,912 9,520 65,828 2,593 91,707

10,770 55,466 84 2,912 9,520 3,091,952 2,901,307 6,072,011

- - 390,000 40,000 65,000 1,127,187 1,724,000 3,346,187

- 63,216 404,791 47,376 122,670 667,563 35,914 1,341,530

- - - - - 1,088,500 - 1,088,500

- - - - - - 459,236 459,236

- - - - - 129,151 818,711 947,862

- 63,216 794,791 87,376 187,670 3,012,401 3,037,861 7,183,315
10,770 (7,750) (794,707) (84,464) (178,150) 79,551 (136,554) (1,111,304)

- - - - 180,000 - - 180,000

- - 765,097 84,000 - 240,000 - 1,089,097

- - - - - (605,225) (579,743) (1,184,968)

- - 765,097 84,000 180,000 (365,225) (579,743) 84,129

10,770 (7,750) (29,610) (464) 1,850 (285,674) (716,297) (1,027,175)
3,103,453 58,275 841,388 105,269 182,744 2,764,218 325,213 7,380,560

$ 3,114,223 $ 50,525 $ 811,778 $ 104,805 $ 184594 $ 2478544 % (391,084) $ 6,353,385
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CITY OF SALINAS
COMBINING BALANCE SHEET
CAPITAL PROJECTS FUNDS
JUNE 30, 2011

ASSETS

Cash and investments
Receivables, net
Accounts
Accrued interest
Due from other agencies
Due from other funds
Loans receivable

Total assets

LIABILITIES
Accounts payable
Due to other funds
Deferred revenue

Totdl liabilities

FUND BALANCE
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balance

Total liabilities and fund balances

Redevelopment Agency

Sunset

Assessment Central Avenue

Special Capital District City Merged

Aviation Project Project Project Project Totals

$ 1768466 $ 2000000 $ 382526 $ 181,403 43,155 4,375,550
B} B, - - 3,436 3,436
1,580 - 312 1,263 - 3,155
626,983 - - - - 626,983
- 959,885 - - - 959,885
- - - 213,063 37,539 250,602
$ 2,397,029 $ 2959885 $ 382838 $ 395729 84,130 6,219,611
$ 226424 $ 959885 % - $ 17,351 42,139 1,245,799
- - - 1,150 - 1,150
28,542 - - - - 28,542
254,966 959,885 18,501 42,139 1,275,491
- - - 213,063 37,539 250,602
2,142,063 - - - - 2,142,063
- 2,000,000 - - - 2,000,000
- - 382,838 166,555 7,077 556,470
- - - (2,390) (2,625) (5,015)
2,142,063 2,000,000 382,838 377,228 41,991 4,944,120
$ 2,397,029 $ 2959885 $ 382838 $ 395729 84,130 6,219,611




CITY OF SALINAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGESIN FUND BALANCES

CAPITAL PROJECTSFUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2011

REVENUES
Intergovernmental
Interest
Rental income
State grants
Miscellaneous

Total Revenues

EXPENDITURES
Current:
Administration
Public safety
Public works
Contribution to other agency
Capital outlay
Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Loan proceeds

Property transfersto City
Operating transfersin

Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

Redevelopment Agency

Sunset

Assessment Central Avenue

Special Capital District City Merged

Aviation Project Project Project Project Totals

$ 2,166,196 $ - $ - $ - $ - 2,166,196
9,801 - 1,837 4,421 - 16,059
- - - - 24,290 24,290
- - - 268,331 - 268,331
- - - 10,450 3,472 13,922
2,175,997 - 1,837 283,202 27,762 2,488,798
- - - 447,580 510,861 958,441
- - - - 333,148 333,148
- - - - 57,300 57,300
- - - 15,000 50,000 65,000
2,166,253 5,918,012 - - 713,699 8,797,964
- - - - 81,173 81,173
- - - - 15,542 15,542
2,166,253 5,918,012 - 462,580 1,761,723 10,308,568
9,744 (5,918,012) 1,837 (179,378) (1,733,961) (7,819,770)
- - - 331,000 1,724,000 2,055,000
- - - (941,277) (850,000) (1,791,277)
- 5,918,012 - - - 5,918,012
- 5,918,012 - (610,277) 874,000 6,181,735
9,744 - 1,837 (789,655) (859,961) (1,638,035)
2,132,319 2,000,000 381,001 1,166,883 901,952 6,582,155
$ 2,142,063 $ 2000000 $ 382838 $ 377,228 $ 41,991 4,944,120
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INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for the fingrafigoods or services provided
by one department or agency to other departmerag@mcies of the government and to
other government units, on a cost reimbursement basis.

Risk Management Fund This fund is used to account for the City’s rislanagement
program which administers employee benefits andritexrnal Service Funds insurance
programs.

General Insurance FundThis fund is used to account for City-wide safptograms,
employee assistance programs, unemployment clainesiniai physical exams, and
insurance for property, fine arts, and reimbursable damages.

Health Insurance Fund This fund is used to account for administrat@inthe City’s
health insurance programs.

Workers Compensation FunrdThis fund is used to account for the City’s geffured
workers compensation program.

General Liability Fund This fund is used to account for the City's sefured general
liability insurance program.
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CITY OF SALINAS
COMBINING STATEMENT OF FUND NET ASSETS

INTERNAL SERVICE FUND
JUNE 30, 2011

ASSETS
Current Assets:
Cash and investments
Restricted cash and investments
Receivables
Accounts
Accrued interest
Due from general fund

Total assets

LIABILITIES
Current liabilities:
Accounts payable
Insurance claims payable
Total current liabilities

Total liabilities

NET ASSETS
Restricted
Unrestricted

Total net assets

Risk General Workers General
M anagement Insurance Compensation Liability Total

$ 4979 $ 198,388 $ 4,247,157 $ 2,632,622 $ 7,083,146
- - 309,030 110,010 419,040

- 165 - - 165

- - 3,326 2,095 5,421

- - 5,887,825 - 5,887,825

4,979 198,553 10,447,338 2,744,727 13,395,597

7,105 17,099 64,987 - 89,191

- - 10,382,351 754,072 11,136,423

7,105 17,099 10,447,338 754,072 11,225,614

7,105 17,099 10,447,338 754,072 11,225,614

- - 309,030 110,010 419,040

(2,126) 181,454 (309,030) 1,880,645 1,750,943

$ (2,126) $ 181,454 $ - $ 1990655 $ 2,169,983
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CITY OF SALINAS
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS
INTERNAL SERVICE FUND
FOR THE YEAR ENDED JUNE 30, 2011

Risk General Workers General
M anagement Insurance Compensation Liability Total
OPERATING REVENUES
Charges for services $ 275,040 ¢ 415209 ¢ 5332134 ¢ 802,711 § 6,825,094
Total operating revenues 275,040 415,209 5,332,134 802,711 6,825,094
OPERATING EXPENSES
Personnel services 337,395 - - - 337,395
Contractual services 58 88,751 285,858 40,205 414,872
Supplies 623 - - - 623
Insurance - 491,081 120,195 274,860 886,136
Insurance claims - 71,029 4,947,694 772,885 5,791,608
Other 320 - - - 320
Total operating expenses 338,396 650,861 5,353,747 1,087,950 7,430,954
OPERATING INCOME (LOSS) (63,356) (235,652) (21,613) (285,239) (605,860)
NONOPERATING REVENUES (EXPENSES)
Investment income - - 21,613 11,421 33,034
Total nonoperating revenues (expenses) - - 21,613 11,421 33,034
INCOME (LOSS) BEFORE
CONTRIBUTIONS AND TRANSFERS (63,356) (235,652) - (273,818) (572,826)
Transfersin - - - 700,000 700,000
CHANGE IN NET ASSETS (63,356) (235,652) - 426,182 127,174
NET ASSETS, BEGINNING OF YEAR 61,230 417,106 - 1,564,473 2,042,809
NET ASSETS, END OF YEAR $ (2,126) ¢ 181,454 ¢ - $§ 1990655 ¢ 2,169,983
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CITY OF SALINAS
COMBINING STATEMENT OF CASH FLOWS
INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

Cash Flows from Operating Activities:
Recelpts from customers and users
Receipts from interfund services provided
Payments to suppliers
Payments to employees
Payments to claimants

Net Cash Provided (Used)
by Operating Activities

Cash Flows from Non-Capital Financing Activities:

Operating transfersin
Net Cash Provided by (Used for)
Non-Capital Financing Activities

Cash Flows from Investing Activities:
Interest received
(Decrease) in fair value of investments
Transfer (to) from restricted cash
Net Cash Provided by (Used for)
Investing Activities
Net Increase(Decrease) in
Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning of Y ear

Cash and Cash Equivalents- End of Year

Risk General Workers General
M anagement Insurance Compensation Liability
Fund Fund Fund Fund Totals
$ 0 $ 128 $ 837,441 % 102,711 $ 940,320
275,000 415,491 2,173,836 700,000 3,564,327
(834) (579,908) (406,054) (315,065) (1,301,861)
(344,632) - - - (344,632)
- (64,744) (3,933,338) (1,068,082) (5,066,164)
(70,426) (229,033) (1,328,115) (580,436) (2,208,010)
- - - 700,000 700,000
- - - 700,000 700,000
- - 23,847 10,471 34,318
- - (894) 747 (147)
- - (43,148) (38,570) (81,718)
- - (20,195) (27,352) (47,547)
(70,426) (229,033) (1,348,310) 92,212 (1,555,557)
75,405 427,421 5,595,467 2,540,410 8,638,703
$ 4979 $ 198388 $ 4,247,157 $ 2632622 $ 7,083,146
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AGENCY FUNDS

Agency Funds are used to account for assets helldeb@ity as an agent for individuals,
private organizations, other governments and/orrdthels. Agency Funds operate as a
clearing mechanism. Cash resources are collectdd, fbee a brief period and then
distributed to the proper recipients. The City hdslaciary responsibility for the assets,
which it does not own outright.

Sunrise House This fund is used to account for the assets bealdehalf of Sunrise
House. Monies are collected from various grantsiessdl by Sunrise House to provide a
half-way house for youths. Sunrise House has a separateé &dairectors.

Economic Development This fund is used to account for the activitiesated to
enhancing economic development in the City withgheose of increasing employment
opportunities, better paying employment, assistigllbusinesses to remain competitive
and attracting new, desirable business and prometipgnsion of tourism industry while
enhancing revenue stream for the City.

Salinas Valley Enterprise Zone€This fund is used to account for activities tethto the
Enterprise Zone created by the City of Salinas, Gooh Monterey, City of Soledad,
City of Greenfield, City of Gonzales and the Citykohg. The Salinas Valley Enterprise
Zone will remain in force for a period of fifteemars with an effective date of January
30, 2009, through January 29, 2024. The enterprise bffiees incentives to local
businesses, both existing and newly locating firmgyualify for California Income Tax
Credits. The use of Income Tax Credits and other redated benefits of being an
enterprise zone are focused on encouraging nevstimeait and job creation. Significant
sources of revenue include municipality contribns@nd application fees for each hiring
credit voucher requested.

Second Chance Youth ProgranThis fund is used to account for the assets beld
behalf of Second Chance Youth Program. Monies @iteated from various grants and
used by Second Chance to provide various activibie$at-risk” youths. Second Chance
has a separate Board of Directors.

Cafeteria Plan- This fund is used to account for the City's Gafm Plan for
unreimbursed medical and dependent care paymenéxille Spending Account)
operated under Section 125 of the Internal Revé&uske. Pre-tax monies are deducted
from employees in accordance with their Salary Retion Agreements and used to
reimburse employees for qualified unreimbursed sadand dependent care expenses
after obtaining approval from the City’s cafeteria plan mdstrator.

Retiree Health InsuranceThis fund is used to account for monies collédtem retired
employees to pay for their health insurance premiums.

Business Improvements District FundThis fund accounts for the business license
surcharged assessment imposed on Old Town andl Alissnesses. These funds are
used to promote and revitalize these two businessats. Expenditures are determined
by the districts’ Board of Directors and approved by thg Council.

Payroll Deposits Fund This fund is used to account for payroll tax asheferred
compensation employee payroll deductions. Thesdsfane transmitted for deposit with
the appropriate agencies.
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CITY OF SALINAS
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
JUNE 30, 2011

ASSETS
Cash and investments
Receivables
Accounts
Accrued interest
Due from other agencies
Total assets

LIABILITIES
Accounts payable
Accrued leave
Due to outside agencies
Dueto other fund
Deferred revenues
Totd liabilities

NET ASSETS
Held in trust for pension benefits
and other purposes

Salinas Second
Valley Chance Retiree Business
Sunrise Economic Enterprise Youth Cafeteria Health Improvement
House Development Zone Program Plan Insurance District Totals
279,792 g - g 131,549 g 119,952 g 110,499 g 1 g 85,471 727,264
- - 43,341 - 110,355 - - 153,696
234 - - - - - - 234
43,930 - - 71,641 - - - 115,571
323,956 - 174,890 191,593 220,854 1 85,471 996,765
40,261 9,131 11,593 50,123 154,550 177 - 265,835
6,330 40,146 3,019 16,886 - - - 66,381
y - - - - - 144 144
- 19,206 - - - - - 19,206
- - - - (44,195) - - (44,195)
46,591 68,483 14,612 67,009 110,355 177 144 307,371
277,365 g (68,483) 4 160,278 g 124,584 g 110,499 4 (176) 9§ 85,327 689,394
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GENERAL
and
MEASURE V FUNDS
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CITY OF SALINAS
COMBINING BALANCE SHEET

GENERAL AND MEASURE V FUNDS

JUNE 30, 2011

ASSETS

Cash and investments
Receivables, net:

Taxes

Accounts

Accrued interest
Due from other agencies
Due from other funds
Advances to other funds
Restricted cash and investments
Loans receivable
Inventory

Tota assets

LIABILITIES
Accounts payable
Due to other funds

Total ligbilities

FUND BALANCE
Nonspendable
Committed
Assigned
Unassigned

Total fund balance

Total liabilities and fund balances

General MeasureV Total
$ 8,023,605 $ 3,355,257 11,378,862
6,634,732 1,753,189 8,387,921
71,190 564 71,754
14,992 2,801 17,793
19,351 - 19,351
1,893,074 - 1,893,074
1,510,000 - 1,510,000
289,518 - 289,518
29,800 - 29,800
20,202 - 20,202
$ 18,506,464 $ 5,111,811 23,618,275
$ 6,012514 $ 489,964 6,502,478
5,983,575 72,842 6,056,417
11,996,089 562,806 12,558,895
1,560,002 - 1,560,002
898,500 - 898,500
1,516,553 1,275,816 2,792,369
2,535,320 3,273,189 5,808,509
6,510,375 4,549,005 11,059,380
$ 18,506,464 $ 5,111,811 23,618,275
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CITY OF SALINAS

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN FUND BALANCES

GENERAL AND MEASURE V FUNDS
FOR THE YEAR ENDED JUNE 30, 2011

REVENUES
Taxes
Licenses and permits
Intergovernmental
Charges for services
Interest
Rental income
Fines and forfeits
Miscellaneous

Total revenues

EXPENDITURES

Current:
Administration
Public safety
Public works
Recreation
Library

Capital outlay

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

Operating transfersin
Operating transfers out

Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING OF YEAR

FUND BALANCES, END OF YEAR

General MeasureV Total
$ 64,330,446 $ 9,288,073 73,618,519
898,451 - 898,451
1,225,520 - 1,225,520
4,318,725 - 4,318,725
113,936 15,734 129,670
75,712 - 75,712
77,759 - 77,759
106,284 8,653 114,937
71,146,833 9,312,460 80,459,293
13,958,611 131,188 14,089,799
46,911,886 2,343,134 49,255,020
9,302,898 1,093,599 10,396,497
973,827 373,065 1,346,892
- 3,596,483 3,596,483
27,577 92,620 120,197
71,174,799 7,630,089 78,804,888
(27,966) 1,682,371 1,654,405
1,845,000 - 1,845,000
(2,117,424) (873,613) (2,991,037)
(272,424) (873,613) (1,146,037)
(300,390) 808,758 508,368
6,810,765 3,740,247 10,551,012
$ 6,510,375 $ 4,549,005 11,059,380
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