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an informed investment decision. Capitaliud terms used in this cover page shall have the meanings given such terms lu!rein. 

Ht Monterey Count_~ Financing Authority Revenue Bonds, Series A (Salinas ~O.lley H'tlter Project) (the "Bond:.") are special obligations of the Monterey Count;• 
Financing Authority (tllf 'itutlwnly") payable solel~ifivm (i) Authority Remmws, u.'hich consist of/Ire lmtallment Payments (the "[nslaflmerrt Payments") to be made b;• the 
Afonterey County Hll:ter Re~ource~ AgenC)' (the 'itgrmcy'') pur.nwnt to an Installment Purchase A.t,'1-eemenl, daled as of]l<ly 1, 2008 (!he "Jmtallment Pnnlwse Ag·reement"), 
by and between the Aulhori(o' and the Agenc_v, and (ii) amounb on deposit in certain funds and accounts held under the Indenture, dated as of July 1, 2008, by and between 
the Authorit)' and Union Bank of California, N.A., as /ru~/ee (the "Tnutee"), pursuant to which the Bonds an• being issued. '17te lmtallment l'aymPnt.l and other pa;•ments 
required to be made by the Agency pumwnt to the lnstallmenl Purchase Agreement me pa;·able oole('\' ji-om (i) cn1ain spenjied nver11u' of the Agency (the "Revenues"), 
wltir.h,fOr Grl} period, primarily wmist of(a) certain specified ruoessments levitd and recei·ved by !he Agency during such pniod, (b) cntain income and revenues generated b)' 
the hydwelectric facility located at/he Nacimiento lJam (the "Hydroelectric Facility") and received by the Agen9 dun'nr.; such period less certain maintenance and operaliom 
costs related to the Hydrodectric .Facilit;•, and (c) cntain .ljJecified ad valorem taxes allocated to the Ar.;nu:_v and received by the Agency during such pniod, and (ii) other assets 
pledged therefor under the Im!allment Purchase Agreement. See "SECURITY AND SOURCES OF PAYMENT FOR TJ!E BONDS" herein. 

The Bond:. are being iJsued in full)' rrgi,ltered. book-eniJ)' onl;•form, initiall)' registered in/he name of Cede & Co., as nominee of11u' DeposilOJ)' Trust Company, New 
}(Irk, Neu' }(irk ("DT£.'''). Inteu.rt on the Bond.J is payable :,emWmmally on ,-Hard! 1 and September 1 of each )'Nu; coftutlnlcing on Alanh 1, 2009. Pun:h.-unJ will not 

receive cntijicates representing their interest in the Bonds. Individual purchase-> will bl' in principal amounts of$5,000 and all)' integral multtple of$5,000. Principal of 
and mterest and premium, ifan)', on the Bond:, wilt be paid by the Trwlee to DTC for .1ubsequent disbunemenl to DTC Participants u·lw are obligated to mnit such payments 
to the beneficial ownen ofthl' Bond:,. See "'!HE llONDS- Gmeral" and "-Book-Entl)' Only System" herein. 

The BonrLI- are being i:.:,ued to (i) finance for thl' Agency a portion of the rmt of the acquL1ition, com/ruction and installation of a Salinas Rivn diversion facility and 
certain spilltmy modJfim!wm at Nactmiento Dam, (ii) jimd wpitalized interest for the Bonds throur.;h September 1, 2009, (iii)jiwd a debt servia reserve jimd for the Bonds, 
and (iv) fJ<lY the cools incurred in connection with the issurwce of the Bonds. See "ESTIAfATE/J SOURCES AND USES OF FUNDS" and "THE PROJECT'' herein. 

The Bonds are subject to optional and mandatory redemption prior to maturity as described herein. See "THE BONDS- Redemption" herein. 

Tlu ocheduled payment of p1incipal of and intnest on the Bond1 rt'hen due will be guamnleed under a financial guarani)' inwrance policy to be issul'd concurrently 
with the delivn) of the Bond1 by ASSURED GUARANTY CORP. 

f\SSURED 
GUARANTY 

The Bond:. are :,pecial obligations of the Authority, payable sole!)' from the Aut/writ)' Revenues and the other a:.se!J pledged therefor under the Indenture. Neither the 
faith and credit nor the taxing power of!lw Authority, the Agency or thP State of California (the "Stale"), or an;• politir.al5ubdivision thereof, is pledged /o the payment of 
the Bond:,. 

11re obligation of the Ar.;en~y to make the In.~talbnent Payments and other payments required to be made hJ itundfr the Imtallmnrll'urchme AgrPement i1 a special 
obligation of the Agenc_v, paJable in the nwnner provided in the Installment Punhau Ap;reernent wlely from the Reverwes and other wuts pledged therefor undPr the 
Installment Purchase Agrtement. Neither the faith and credit nor the taxing power of the Agency or the State, or any political subdivision/hereof, is pledged to the payment 
of the Installment Pa)•ments or other jxl)'T!Ients req!tired to be madP h)' the Agency under the Imlallment Purchwe Agreement. 

Afatwity Date 
(September 1) 

2010 
2011 
2012 
2013 
2014 

MATURITY SCHEDULE 
$5,840,000 Seri.nl lloml~ 

Pn'ncipal Intere5t /vfaturity Date Pn'nripal lntne;,{ 

Amount Rate Yield CUSIP No.+ (SejJ/ember 1) Amount lint' 

$550,000 1.ooor;;,, 2.350% 612454AB4 2015 $67U,UOU 5.ooorr,-, 
570,000 1.000 2.780 612454AC2 2016 700,000 5.000 
595,000 3.000 3.040 6I2454ADO 2017 735,000 3.750 
615,000 4.000 3.230 6I2454AE8 2018 765,000 5.000 
6<10,000 4.000 }.360 612454A!·5 

$4,460,000 5.000% 'l€rm Bond1 due September 1, 2023- Yl.'eld: 4.440%' CUSJP No.~ 612151Al2 
$5,735,000 5.000% 'J€rm Bonds due September I, 2028- Yield: 4.680%' CUSII' No.~ 612454AMO 

$16,H20,000 5.000% Term Bonds due September 1, 2038- Yteld: 4.900%' CUSIP No.~ 612454AN8 

Yield CUS!P ,1\lo. + 

3.490% 6!2454AG3 
3.620 612154AH1 
3.740 612454AJ7 
3.870 612454AK4 

See "RJSK FACTORS" for a discussion offac/ors that :,/wuld be considered, in addition to the other nwllen wl JOrth herein, in ecJtl!uating the investment quality of 
the Bond1. 

11te Bonds will be offired urhen, a.\ and if 1:1wed and received b)' till' Underwriter; ~ubjn:t to the apjnnval as to their validil)' by Orrick, Herrington & Sutdiffi 111: 
Bo-nd Coumel to the Authority. Ce?tain legal mailers u1ill be passed upon }Or the Agency and the A11thority b)' the Gormly rif !vlonlere)' Offia of Coun(l' Counsel, Salinas, 
California, and b)' Onick, Herrington & Sutdif./C U.P, w Di:.clO,IUI'C Counsel; and }Or the Underwriter by Jones l/all, A Professional Lau' Crnporation, San Franci~co, 
Califomia. It i1 anticipated that the Bonds in definitive form will be available for deliVfl)' to IJTC in New York, New HlJk on or about July 30, 2008. 

MORGAN STANLEY 
Dated: Jul_\' 16, 2008 

+ Cop)'right20U8, Amencan Bnnke1.1 A.1.wrwtion. CUS!P dat(l herein is provit.led b..,· Stamlard & Porn\ CUS!l' ,'iervirr Burnu1, "divi,ionojThe AfrGriw•-lfill Companie1, lnr. CUSIP 
numh;>rl are provided for wnvenimre of referenre onl,. Nei/her the Authmit_)', the :tge/11)' or the Unde1 1nile! lakt.\ Ill!)' re.l'ponsilnht)' jiJf tJw aa1mu_> of 1111 h CUS/1' numbers. 
Yield to the parrall date 'if September l, 2018. -



No dealer, broker, salesperson or other person has been authorized to give any information or to 
make any representation other than those contained herein and, if given or made, such other information 
or representation must not be relied upon as having been authorized, This Official Statement does not 
constitute an offer to sell or the solicitation of any offer to buy nor shall there be any sale of the Bonds by 
a person in any jurisdiction in which it is unlawful for such person to make an offer, solicitation or sale, 

This Official Statement is not to be construed as a contract with the purchasers of the Bonds, 
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion, 
whether or not expressly so described herein, are intended solely as such and are not to be construed as 
representations of facts, 

The information set forth herein has been obtained from the Authority and the Agency and from 
other sources and is believed to be reliable but is not guaranteed as to accuracy or completeness. The 
information and expressions of opinions herein are subject to change without notice and neither the 
delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any 
implication that there has been no change in the affairs of the Authority or the Agency since the date 
hereof This Official Statement is submitted in connection with the sale of the Bonds referred to herein 
and rnay not be reproduced or used, in whole or in part, for any other purpose, unless authorized in 
writing by the Authority and the Agency. All summaries of the documents and laws are made subject to 
the provisions thereof and do not purport to be complete statements of any or all such provisions, 

Assured Guaranty Corp, (the "Insurer") makes no representation regarding the Bonds or the 
advisability of investing in the Bonds, In addition, the Insurer has not independently verified, makes no 
representation regarding, and does not accept any responsibility for the accuracy or completeness of this 
Official Statement or any information or disclosure contained herein, or omitted herefrom, other than with 
respect to the accuracy of the information regarding the Insurer supplied by the Insurer and presented 
under the heading "BOND INSURANCE" and in Appendix G - "SPECIMEN FINANCIAL 
GUARANTY INSURANCE POLICY,'' 

The Underwriter has provided the following sentence for inclusion in this Official Statement: 

The Underwriter has reviewed the information in this Official Statement in 
accordance with, and as a part of, its responsibilities to investors under the federal 
securities laws as applied to the facts and circumstances of this transaction, but the 
Underwriter does not guarantee the accuracy or completeness of such information, 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR 
EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 
BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN 
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. 
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OFFICIAL STATEMENT 

$32,855,000 
MONTEREY COUNTY FINANCING AUTHORITY 

REVENUE BONDS, SERIES A 
(SALINAS VALLEY WATER PROJECT) 

INTRODUCTION 

This Official Statement (which includes the cover page and Appendices hereto) (this "Official 
Statement"), provides certain information concerning the sale and delivery of Monterey County Financing 
Authority Revenue Bonds, Series A (Salinas Valley Water Project) in the aggregate principal amount of 
$32,855,000 (the "Bonds"). The Bonds are being issued pursuant to the Marks-Roos Local Bond Pooling 
Act of 1985, constituting Section 6584 et seq. of the California Government Code (the "Bond Law"), and 
the Indenture, dated as of July I, 2008 (the "Indenture"), by and between the Monterey County Financing 
Authority (the "Authority") and Union Bank of California, N.A., as trustee (the "Trustee"). Capitalized 
undefined terms used herein shall have the meanings ascribed thereto in the Indenture. See Appendix C 
-"SUMMARY OF PRINCIPAL LEGAL DOCUMENTS." 

This introduction is not a summary of this Official Statement. It is only a brief description of and 
guide to, and is qualified by, more .complete and detailed information contained in the entire Official 
Statement, including the cover page and appendices hereto, and the documents summarized or described 
herein. A full review should be made of the entire Official Statement. The sale and delivery of Bonds "to 
potential investors is maae only by means of this Official Statement. 

The Bonds are being issued to (i) finance for the Monterey County Water Resources Agency (the 
"Agency") a portion of the cost of the acquisition, construction and installation of a Salinas River 
diversion facility (the "Salinas River Diversion Facility Project") and certain spillway modifications at 
Nacimiento Dam (the "Nacimiento Dam Spillway Modifications Project" and together with the Salinas 
River Diversion Facility Project, the "Project"), (ii) fund capitalized interest for the Bonds through 
September l, 2009, (iii) fund a debt service reserve fund for the Bonds, and (iv) pay the costs incurred in 
connection with the issuance of the Bonds. See "THE PROJECT." 

The Bonds are special obligations of the Authority payable solely from (i) Authority Revenues, 
which consist of the Installment Payments (the "Installment Payments") to be made by the Agency 
pursuant to an Installment Purchase Agreement, dated as of July l, 2008 (the "Installment Purchase 
Agreement"), by and between the Authority and the Agency (the "Authority Revenues"), and (ii) amounts 
on deposit in certain funds and accounts held under the Indenture. See "SECURITY AND SOURCES 
OF PAYMENT FOR THE BONDS - Special Obligations; Pledge of Authority Revenues." The 
Installment Payments and other payments required to be made by the Agency pursuant to the Installment 
Purchase Agreement are payable, in the manner provided in the Installment Purchase Agreement, solely 
from (i) certain specified revenues of the Agency (the "Revenues"), which, for any period, primarily 
consist of (a) certain specified assessments levied and received by the Agency during such period, (b) 
certain income and revenues generated by the hydroelectric facility located at the Nacimiento Dam (the 
"Hydroelectric Facility") and received by the Agency during such period less certain maintenance and 
operations costs related to the Hydroelectric Facility, and (c) ce~ain specified ad valorem taxes allocated 
to the Agency and received by the Agency during such period, and (ii) other assets pledged therefor under 
the Installment Purchase Agreement. Neither the faith and credit nor the taxing power of the Agency or 
the State of California (the "State"), or any political subdivision thereof, is pledged to the payment of the 
Installment Payments or other payments required to be made by the Agency under the Installment 



Purchase Agreement. See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS- The 
Installment Purchase Agreement- Pledge of Revenues to Secure Payment of Installment Payments." 

The Agency is a flood control and water agency formed in 1990 pursuant to the Monterey County 
Water Resources Agency (the "Act") as a successor to the Monterey County Flood Control and Water 
Conservation District (formed in 1947) (the "Flood Control. and Water Conservation District"). The 
Agency was formed to provide for the control of the flood and storm waters of the County of Monterey 
(the "County"), to conserve those waters for beneficial and useful purposes by spreading, storing and 
retaining them, to prevent and deter the loss of usable groundwater through intrusion of seawater and to 
obtain, retain and reclaim drainage, storm, flood and other waters for beneficial use within the County. 
For more complete information concerning the Agency, see "THE AGENCY." For County economic 
and demographic information, see Appendix B - "COUNTY ECONOMIC AND DEMOGRAPHIC 
INFORMATION." 

The scheduled payment of principal of and interest on the Bonds when due will be guaranteed 
under a financial gw1ranty insurance policy (the "Insurance Policy") to be issued concurrently with the 
delivery of the Bonds by Assured Guaranty Corp. (the "Insurer"). See "BOND INSURANCE." On July 
21, 2008, Moody's Investors Service, Inc. ("Moody's") issued a press release stating that it had 
placed the "Aaa" insurance financial strength rating of the Insurer under review. for possible 
downgrade. Any downgrade of such rating may have an adverse effect on the market price of the 
Bonds. See "BOND INSURANCE- The Insurer- Recent Developments" and "RATINGS." 

Brief descriptions of the Bonds, the Indenture, Installment Purchase Agreement, the Continuing 
Disclosure Agreement, the security for the Bonds, the Authority, the Agency .and certain other 
information are included in this Official Statement. Such descriptions and information do not purport to 
be comprehensive or definitive and are qualified in their entirety by reference to the forms thereof and the 
information with respect thereto included in the Bonds, the Indenture, the Installment Purchase 
Agreement, the Continuing Disclosure Agreement and other documents. Copies of such documents may 
be obtained from the Authority, 893 Blanco Circle, Salinas, California 93901-4455, Attention: 
Executive Director of the Monterey County Financing Authority. 

THE BONDS 

Authority for Issuance 

The Bonds are authorized to be issued by the Authority under and subject to the terms of the 
Bond Law and the Indenture. 

General 

The Bonds will be dated the date of delivery and will bear interest at the rates per annum and will 
mature on' the dates and in the principal amounts, all as set forth on the front cover page hereof. The 
Bonds will be issued in fully registered form only, and when delivered, will be registered in the name of 
Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"). DTC will 
ac,t as securities depository for the Bonds. Ownership interests in the Bonds may be purchased in book
entry form only, in denominations of $5,000 and any integral multiple of $5,000 within a single maturity 
("Authorized Denominations"). So long as DTC is acting as securities depository for the Bonds, principal 
of and interest and premium, if any, on the Bonds will be made directly to DTC. See- "Book-Entry Only 
System~'.belo:-v and Appendix F- '~DTC BOOK-ENTRY ONLY SYSTEM." 
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·. Interest on the Bonds is payable semiannually on March l and September. l <if each year, 
commencing March I, ·2009 (each, an· "Interest Payment Date"), to the persons ·in whose names 
ownership .of the Bonds is registered on the· ·Registration Books at the close of business' on the 
immediately preceding Record Date, except as otherwise provided in the Indenture. Such interest will be 
paid by check mailed by the Trustee on such Interest Payment Date, by first class mail, postage prepaid, 
to such registered Owners at their respective addresses shown on the Registration Books as of the close of 
business on the preceding Record Date. Interest on the Bonds will be calculated on the basis of a 360-day 
year consisting of twelve 30-day months: 

... 1 ' 

The principal of and premium, if any, on the Bonds will be payable upon presentation and 
surrender thereof upon maturity or earlier redemption at the principal corporate trust office of the Trustee 
in San Francisco, California or such other or additional offices as may be specified to the Authority by the 
Trustee in writing (the "Office of the Trustee"). Principal of and premium, if any, and interest on the 
Bonds will be paid in lawful money of the United States of America; provided, however, that so long as 
DTC or its nominee is the registered owner of the Bonds, interest payments will be made as described in 
AppendixF- "D'fC BOOK-ENTRY ONLY SYSTEM." . 

' ' ' .: 

Redemption 

Optional Redemption 
ll ' ' 

The Bonds are subject to redemption prior to their respective stated maturities, on or after 
September I, 2018, in' whole on any date or in part, in· Authorized Denominations, on any Interest 
Payment Daie, upon the exe~cise by the Agenc{ of its right to 'cause. the redemption of Bond~ in 
accordance with the Installment Ptirchase Agreement, from and to the extent of any source of available 
funds, at a redemption price equal to the sum of the principal amount· of e·ach Bond or the portion thereof 
so redeemed, without premium, plus accrued interest to the date of redemption. 

~ i . 

Mandatory Sinking Fund Redemption 

The Bonds maturing September I, 2023 are subject to mandatory sinking fund redemption prior 
to their fixed maturity date, on September 1 of each year, commencing on September 1, 2019, at a 
redemption price equal to the principal amount thereof so redeemed, together with accrued interest to the 
date of redemption, without premium, as follows: 

Sinking Fund 
Redemption Date 

(September I l 

2019 
2020 
2021 
2022 
2023 (Maturity) 

Principal Amount 
to be 

Redeemed. 

$805,000 
845,000 
890,000 
935,000 
985,000 

. If some but not all of the Bonds .maiuring on September I, 2023 are optionally redeemed, the 
principal amount of Bonds maturing on September I, 2023 to be redeemed from mandatory sinking fund 
payments on any subsequent September I shall be ·reduc~d, by $5,000 or im integral multiple thereof, as 
designated by the Agency in a Written Certificate of the Agency filed with the Trustee; provided, 
however, that the aggregate amount of such reductions shall not exceed the aggregate amount of Bonds 
maturing on September I, 2023 so optionally redeemed. 
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The Bonds maturing September 1, 2028 are subject to mandatory sinking fund redemption prior 
to their fixed maturity date, on September 1 of each year, commencing on September 1, 2024, at a 
redemption price equal to the principal amount thereof so redeemed, together with accrued interest to .the 
date of redemption, without premium, as follows: 

Sinking Fund 
Redemption Date 

(September 1) 

2024 
2025 
2026 
2027 
2028 (Maturity) 

Principal Amount 
to be 

Redeemed 

$1,035,000 
1,090,000 
1,145,000 
1,200,000 
1,265,000 

. If some but not all of the Bonds maturing on September 1, 2028 are optionally redeemed, the 
principal amount of Bonds maturing on September 1, 2028 to be redeemed from mandatory sinking fund 
payments on any subsequent September 1 shall be reduced, by $5,000 or an integral multiple thereof, as 
designated by the Agency in a Written Certificate of the Agency filed with the Trustee; provided, 
however, that the aggregate amount of such reductions shall not exceed the aggregate amount of Bonds 
maturing on September 1, 2028 so optionally redeemed. 

The Bonds maturi~g September 1, 2038 are subject to mandatory sinking fund redemption prior 
to their fixed maturity date·, on September !"of each year, commencing on September 1: 2029, at ·a 
redemption price equal to the principal amount thereof so redeemed, together with accrued interest to the 
date of redemption, without premium, as follows: ' . '· , ,. .. . ' . . .. 

' , ' ' . 'r 

Sinkirig Fund 
Redemption Date 

(September 1) 

2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 (Maturity) 

Principal Amount 
to be 

Redeemed· 

$1,330,000 
1,395,000 
1,470,000 
1,545,000 
1,625,000 
1,705,000 
1,795,000 
1,885,000 
1,985,000 
2,085,000 

If some but not all of the Bonds maturing on September I, 2038 are optionally redeemed, the 
principal amount of Bonds maturing on September I, 2038 to be redeemed from mandatory sinking fund 
payments on any subsequent September 1 shall be reduced, by $5,000 or an integral multiple thereof, as 
designated by the Agency in a Written Certificate of the Agency filed with the Trustee; provided, 
however, that the aggregate amount of such reductions shall not exce.ed the aggregate amount of Bonds 
maturing on September I, 2038 so optionally rede~med. · 

. -h 
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Selection of Bonds for Redemption ',._ · 

Whenever provision is made in the Indenture for the· redemption of less than all of the Bonds, the 
Trustee shall select the Bonds to be redeemed from all Bonds not previously. called for redemption 
(i) with respect to any optional redemption of Bonds, among maturities of Bonds as directed in a Written 
Request of the Agency, and (ii) by lot among Bonds with the same maturity in any manner which the 
Trustee in its sole discretion shall deem appropriate and fair. For purposes of such .selection, all Bonds 
shall be deemed to be comprised of separate $5,000 denominations and such separate denominations shall 
be treated as separate Bonds which may be separately redeemed. 

Notice of Redemption 

So long as DTC is acting as securities depository for the Bonds, notice of redemption, containing 
the information required by the Indenture, will be mailed by first class mail, postage prepaid, by the 
Trustee to DTC (not to the beneficial owners of any Bonds designated for redemption) at least 30 days 
but not more than 60 days prior to the redemption date. The Trustee must give notice 'of redemption to 
each of cenain specified securities depositories and inforniation services designated in·the Indenture. The 
actual receipt· by DTC (or any Owner of a Bond in ·the event that the bookcentry only system is 
discontinued) of such notice of redemption is not a condition· precedent to redemption, and neither· the 
failure to receive such notice nor any defect in such ·notice will affect the validity of the proceedings for 
redemption of the Bonds or the cessation of accrual of interest thereon from and after the date fixed for 
redemption. 

With respect to any notice of any optional redemption of Bonds, unless at the time such notice is 
given the Bonds to be redeemed shall be deemed to have been paid within the meaning of the Indenture, 
such notice shall state that such redemption is conditional upon receipt by the Trustee, on or prior to the 
date fixed for such redemption, of moneys that, together with other available amounts held by the Trustee, 
are sufficient to pay the redemption price of, and accrued interest on, the Bonds to be redeemed, and that 
if such moneys shall not have been so received said notice shall be of no force and effect and the 
Authority shall not be required to redeem such Bonds. In the event a notice of redemption of Bonds 
contains such a condition and such moneys are not so received, the redemption of Bonds as described in 
the conditional notice of redemption shall not be made imd the Trustee shall, within a reasonable time 
after the date on which such redemption was to occur, give notice to the Persons and in the manner in 
which the notice of redemption was given, that such moneys were not so received and that there shall be 
no redemption of Bonds pursuant to such notice of redemption. 

Partial Redemption of Bonds 

Upon surrender of any Bonds redeemed in part only, the Authority shall execute and the Trustee 
shall authenticate and deliver to the Owner thereof, at the expense of the Authority, a new Bond or Bonds 
of the same maturity in Authorized Denominations equal in aggregate principal amount representing the 
unredeemed portion of the Bonds surrendered. 

Effect of Notice of Redemption 

Notice of redemption having been mailed as described above, and moneys for the redemption 
price, and the interest to the applicable date fixed for redemption having been set aside, the Bonds shall 
become due and payable on said date and, upon presentation and surrender thereof at the Office of the 
Trustee, said Bonds shall be paid at the redemption price thereof, together with interest accrued and 
unpaid to said date. If, on said date fixed for redemption, moneys for the redemption price of all the 
Bonds to be redeemed, together with interest to said date, shall be held by the Trustee so as to be 

5 



available therefor on such date and, if notice of redemption thereof shall have been mailed as described 
above, then, from and after said date, interest on said Bonds shall cease to accrue and become payable. 
All moneys held by or on behalf of the Trustee for the redemption of Bonds shall be held in trust for the 
account of the Owners of the Bonds so to be redeemed without liability to such Owners for interest 
thereon. 

Transfers and Exchanges 

So long as the Bonds remain in book-entry form, the Bonds may be transferred or exchanged only 
as described in Appendix F - "DTC BOOK-ENTRY ONLY SYSTEM." However, should the Bonds 
cease to be in book-entry form, then they may be transferred or exchanged as provided in the Indenture. 
See Appendix C- "SUMMARY OF PRINCIPAL LEGAL DOCUMENTS- THE INDENTURE." 

Book-Entry Only System 

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered 
securities ·in the name of Cede & Co. (DTC's partnership nominee) or such other name as may be 
requested by an authorized representative of DTC. One fully registered bond certificate will be issued for 
each maturity of the Bonds, each in the aggregate principal amount of such. maturity, and will be 
deposited with DTC. See Appendix F- "DTC BOOK-ENTRY ONLY SYSTEM." 

' ' 
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Debt Service Schedule : '' ·''·' 

The debt service schedule for the Bonds. (including mandatory sinking fund redemption on their 
respective September I redemption dates) is set forth below: . 

-. . • ,r 

Year Ending Total 
September· I Principal Interest Debt Service 

'2009 $1,735,511 $1,735,511 
. 2010 '$ 550,000 1,597,913 2,147,913 . 

2011 570,000 . 1,575,913 . 2,145,913 
2012 595,000 '.,' '1,553,113 2,148,113· . 
2013 615,000 1;535,263 2,150,263 
2014 640,000 1,510,663 . 2,150,663 
2015 ·' . 670,000 1;485,063 2,155,063 
2016.' 700,000 1,451,563 2,151,563 
2017 735,000 1,416,563 2,151,563 
2018 765,000 1,389,000 2,154,000 
2019 805,000 1,350;750 2,155,750 
2020 845,000 1,310,500 2,155,500 
2021 890,000 1,268,250 2,158,250 
2022 935,000 1,223,750 2,158,750 
2023 985,000 1,177,000 2,162,000: 
2024 1,035,000 . 1,127,750 2,162,750' 
2025 1,090,000 1,076,000 2,166,000 
2026 1,145,000 1,021,500 2,166,500 
2027 1,200,000 964,250 2,164,250 
2028 1,265,000 904,250 . 2,169,250 
2029 1,330,000 841,000 2,171,000 
2030 1,395,000 . 774,500 2,169,500 
2031 1,470,000 704,750 '2,174,750 
2032 1,545,000 631,250 2;176,:250 
2033 !,'625,000 554,000 2,179,000 
2034 1,705,000. 472,750 2,177,750 
2035 1,795,000 38\500 _2;182,500 
26'36 1,885,000 297,750 2,182,750 
2037 1,985,000 203,500 2,188,500 
2038. 2,085,000 10_4:250 . 2,189,250 ·. 

TOTAL''1 $32,855,000 $31,645,811 $64,500,811 

01 Totals may not foot due to rounding. 

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS 

Special Obligations; Pledge of Authority Revenues 

Tlie Bonds are special obligations of the Authority, payable solely from tne Authority Revenues 
and the· other assets' pledged therefor under the Indenture. Neither the faith and credit nor the taxing 
power of the Authority, the Agency or the State, or any political subdivision thereof, is pledged to the 
payment of the Bonds. The Indenture provides that, notwithstanding anything contained in the Indenture, 
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the Authority shall not be required to advance any money derived from any source of income other than 
the Authority Revenues as provided in the Indenture for the payment of the interest on or principal of or 
redemption premiums, if any, on the Bonds or for the performance :of any agreements ·or- covenants 
contained in the Indenture. The term "Authority Revenues" is defined in the Indenture to mean all 
Installment Payments to be made by the Agency pursuant to the Installment Purchase Agreement. 

The Indenture provides that, subject only to the provisions· of the Indenture. permitting the 
~1pplication thereof for the purposes and on the terms and conditions set forth in the Indenture, all of the 
Authority Revenues and any other amounts held in the Debt Service Fund, the Reserve. Fund a11d th_e 
Redemption Fund f!re pledged to secure the payment of the principal of, premium, if any, and interest on 
the Bonds in accordance with their terms and the provisions of the Indenture. The Indenture provides that 
said pledge shall constitute a first lien on such assets. · 

In order to secure the pledge of the Authority Revenues contained in the Indenture, the Authority, 
in the Indenture, transfers, conveys and assigns. to the Trustee, for the benefit of the Owners, all of the 
Authority's rights, title and interest under the. Installment Purchase Agreement (excepting its right to 
indemnification and its right to receive notices thereunder), including the right to receive Installment 
Payments and the right to exercise any remedies provided therein in the event of a default by the Agency 
thereunder, and the Trustee accepts said assignment for the benefit of the Owners under and subject to the 
provisions of the Indenture. The Indenture_provides that the Trustee is entitled to and shall-receive all of 
the Authority Revenues, and any Authority Revenues collected or received by the Authority shall be 
deemed to be held; and to have been collected or received, by the Authority as agent of the Trustee and 
shall forthwith be paid by the Authority to the Trustee. 

l)ebt Service Fund 

The Indenture provides that the Trustee shall establish and maintain the Debt Service Fund as. a 
special trust fund to be held by the Tmstee, and provides that, within the Debt Service Fund the·Trustee 
shall establish and maintain an Interest Account (the "Interest Account") and a Principal Account (the 
"Principal Account"). The Indenture provides further that all Authority Revenues shall, upon receipt 
thereof by the Trustee, be deposited by the Trustee in the Debt Service Fund, and provides that all money 
in the Debt Service Fund, and the accountstherein, shall be applied by the Trustee as follows: 

(i) On each Interest Payment Date, the Indenture provides that the Trustee shall 
(a) transfer. from the Debt Service Fund and deposit in .the Interest Account the. amount, if any, 
necessary to cause the amount on deposit therein to be equal to the aggregate amount of interest 
becoming due and payable on all Outstanding Bonds on such Interest Payment Date, and 
(b) withdraw from the Interest Account for payment to the Owners of the Bonds the interest on 
the Outstanding Bonds then due and payable. 

(ii) On each Interest Payment Date. on which principal of the .Bonds is due and 
payable, including principal due and payable by reason of mandatory sinking fund redemption of 
Term Bonds, the Indenture provides. that the Trustee shall (a) transfer from the Debt Service Fund 
and deposit in the. Principal Account the amount, if ~ny, necessary to cause the amount on deposit 
therein to be equal to the aggregate amount of principal becoming due and payable on all 
Outstanding Bonds on such Interest Payment Date, including.principal,due and payable by reason 
of mandatory sinking fund redemption of Term Bonds, and (b) w'ithdraw from the Principal 
Acc!)l\nt for payment to, the Owners of the Bonds the principal of the Outstan4ing Bonds then due 
and payable, including principaL due and payable by reason of mandatory sinking fund 
redemptionofTerm Bonds ... 
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Reserve Fund 

The Indenture provides that a Reserve Fund must be maintained in an ·amount· equal to the 
Reserve Requirement. Upon the issuance of the Bonds, $2,189,250, an amount equal to the initial 
Reserve Requirement, will be deposited in the Reserve Fund. The Indenture provides ·that the Reserve 
Requirement means, as of the date of any calculation, the least of (i) I 0% of the original aggregate 
principal amount of the Bonds, (ii) Maximum Annual Debt Service, and (iii) 125% of Average Annual 
Debt Service. The Indenture provides that the Trustee shall promptly notify. the Agency if the amount on 
deposit in the Reserve Fund is less than the Reserve Requirement. The Installment·Purchase'Agreement 
provides that the Agency must pay to the Trustee such amounts as are required to make available in the 
Reserve Fund an amount equal to the Reserve Requirement; provided, however, that such payments shall 
be payable solely from Revenues. In the event that the Trustee notifies the Agency that the amount on 
deposit in the Reserve Fund is less than the Reserve Requirement, the Installment Purchase Agreement 
provides that the Agency shall, as provided in the Installment. Purchase· Agreement, on or before the 
Business Day immediately preceding the Payment Date (defined below) following such notice, withdraw 
from the Revenue Fund and transfer to the Trustee, for deposit in the Reserve Fund; the amount, if any, 
necessary to cause the amount on deposit in the Reserve Fund to be equal to the Reserve Requirement. 
See "-The Installment Purchase Agreement - Revenue Fund; Allocation of Revenues" below. 

If, on any Interest Payment Date, the amount on deposit in the Debt Service Fund is not sufficient 
to make the.transfers required to be made therefrom pursuant to the Indenture, the Indenture. provides that 
·the Trustee shall, to the extent that amounts are available therein, transfer from the Reserve Fund and 
deposit in the Debt Service Fund an amount sufficient to eliminate such deficiency. 

If, as a result of the payment of principal of or interest on the Bonds, the Reserve Requirement is 
reduced, the Indenture provides that the Trustee shall transfer from the Reserve Fund to the Debt- Service 
Fund an ;amount equal to the amount by which .the amount on deposit in the Reserve Fund.exceeds the 
Reserve Requirement. Whenever the balance in the Reserve Fund exceeds the amount required to redeem 
or pay the Outstanding Bonds, including interest accrued to the date of payment or redemption and 
premium, if any, due upon redemption, the Indenture provides that the Trustee shall, upon receipt of a 
Written Request of the Authority, transfer the amount in the Reserve Fund to the Debt Service Fund or 
Redemption Fund, as applicable, to be applied, on the next succeeding Interest Payment Date to the 
payment and·redemption of all of the Outstanding Bonds. 

The Indenture provides that whenever Bonds are to be optionally: redeemed pursuant to the 
Indenture, a proportionate share, determined as provided below,.of the amount on deposit in the Reserve 
Fund shall, on the date on which amounts to redeem such Bonds are deposited in the Redemption Fund or 
otherwise deposited with the Trustee pursuant to the Indenture, be transferred by the Trustee from the 
Reserve Fund to the Redemption Fund or to such deposit held by the Trustee and shall be applied to the 
redemption of said Bonds; provided, however, that such amount shall be so transferred only if and to the 
extent that the amount remaining on deposit in the Reserve Fund will be at least equal to the Reserve 
Requirement (excluding from the calculation thereof said Bonds to be redeemed). Such proportionate 
share shall be equal to the largest integral multiple of $5,000 that is not larger than the amount equal to 
the product of (i) the amount on deposit in the Reserve Fund on the date of such transfer,. times (ii) a 
fraction, the numenttor of which is the principal amount of Bonds to be so redeemed and the denominator 
of which is the principal amount of Bonds to be Outstanding on the day prior to the date on which such 
Bonds are to be so redeemed. 
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The Installment Purchase Agreement 

· Obligation of Agency to Make Installment Payments 

Pursuant to the Installment Purchase Agreement, the Agency is obligated to pay to the Authority, 
from Revenues,.on February 25 and August 25 of each year, commencing February 25, 2009·(each a 
.';·Payment Date"), the 'Installment Payments equal to the interest on, or the principal of (including 
mandatory sinking fund redemptions) and interest on, as applicable, the Bonds due on the immediately 
following ·Interest Payment Date. The Installment Purchase Agreement provides that if and to the extent 
that, on any Payment Date, there are amounts on deposit in the Debt Service Fund held by the Trustee 
under the Indenture, said amounts shall be credited against the Installment ·Payment due on such date. 
The Installment Purchase Agreement provides that each Installment Payment shall be paid to the Trustee, 
as assignee of the Authority, no later than the applicable Payment Date, in lawful money of the United 
States of America, in funds which will be available not later than the Business Day following payment. 

. '· The ·Installment ·Purchase Agreement provides that the obligation of the Agency to make the 
Installment· Payments and other payments required to be made by it under the Installment Purchase 
Agreement, from· Revenues, is absolute and unconditional, and provides that, until such time as the 
Installment Payments and such other payments shall have been paid in full (or all agreements, covenants 
and other· obligations of the· Agency under the Installment Purchase Agreement shall have ceased, 
.teiminated and become void and been discharged and satisfied as provided. in· the Installment· Purchase 
:Agreement), the Agency shall not discontinue or suspend any Installment Payments or other payments 
required to be made by it under the Installment Purchase Agreement when.due, whether or not the Project 
or any part thereof is operating or operable or has been completed, or its use is suspended, interfered with, 
reduced or.curtailedor terminated in whole or in part. The Installment Purchase Agreement also provides 
that such Installment Payments and other payments shall not be subject to reduction whether .by offset or 
otherwise and shall not be conditional upon the performance or nonperformance. by. any party of any 
agreement for any cause whatsoever. · 

The obligation of the Agency to make the Installment Payments and other payments 
required to be made by it under the Installment Purchase Agreement is a special obligation of the 
Agency, payable in the manner provided in the Installment Purchase Agreement solely from the 
Revenues and other assets pledged therefor under the Installment Purchase Agreement. Neither the 
faith and credit nor the taxing power of the Agency or the State, or any political subdivision 
thereof, is pledged to the payment of the Installment Payments or other payments required to be 
made by the Agency under the Installment Purchase Agreement. 

· Pledge of Revenues to Secure Payment of Installment Payments 

The Installment Purchase Agreement provides that, subject only to the prov1sions of the 
Installment Purchase Agreement permitting the application thereof for the purposes and on the terms and 
conditions set forth in the Installment Purchase Agreement, all of the Revenues .and any other amounts 
held in the Revenue Fund· are pledged to secure the payment of the Installment Payments in accordance 
with the. provisions of the Installment Purchase Agreement. The Installment Purchase Agreement 
provides that said pledge shall constitute a first lien on such assets. 

The Installment Purchase Agreement defines "Revenues," for any period, as (i) all Assessments 
received by the Agency during such period, (ii) all Hydroelectric Facility Net Revenues for such period, 
(iii) all Ad Valorem Taxes received by the Agency during such period, and (iv) all Annexation Fees 
received by the Agency during such period. 
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The Installment Purchase Agreement defines "Assessments" as the components of the 
assessments levied pursuant to the Assessment Ordinance designated therein as the Spillway component 
and the Diversion component. "Assessment Ordinance'~ is defined in the Installment Purchase Agreement 
to mean Ordinance No. 04203, adopted by the Board of Supervisors on-July 22, 2003, enacted pursuant to 
Sections 6, 9, 20; 24 and 24.1 of the Act, as originally adopted, as modified by the stipulated judgment in 
Salinas Valley Property Owners for Lawful Assessments, et at. v. County of Monterey, et .at. (Case No. 
M66890) and as it may from time to time be amended or supplemented. The Assessments are levied on 
property located in a special benefit zone established by the Agency designated as Zone No. 2C. See "---, 
Sources of Revenues - Assessments" below. 

·, . 
The Installment Purchase Agreement defines "Hydroelectric Facility Net Revenues," for any 

period, as the Hydroelectric Facility Revenues for such period, less the. Hydroelectric ·Facility 
Maintenance and Operations Costs for such period. Under .the Installment Purchase Agreement, 
"Hydroelectric Facility Revenues," for any period, means all'income and revenue received by the Agency 
during such period from the operation or ownership of the Hydroelectric Facility, determined . in 
accordance with generally accepted accounting principles, including all payments received by the Agency 
from the sale of electrical energy generated by the Hydroelectric Facility, whether pursuant to the Power 
Purchase Agreement or otherwise. The Installment Purchase Agreement defines "Hydroelectric Facility 
Maintenance and Operations Costs," for any period, as the. reasonable and necessary costs· spent or 
incurred by the Agency for maintaining, operating, repairing, insuring and administering the 
Hydroelectric Facility and providing the seryices of the Hydroelectric Facility, calculated in accordance 
with generally accepted accounting principles, including,,but not limited to (i) all expenses necessary to 
maintain and preserve the Hydroelectric Facility in good· repair and -working order, and (ii) all 
administrative costs allocable to the operation of the Hydroelectric Facility, such as salaries and wages of 
employees, payments to employee retirement systems, overhead, insurance, taxes (if any), fees of 
auditors, accountants, attorneys of engineers and insurance premiums, but excluding in all cases (a) 
depreciation, replacement and obsolescence charges or reserves therefor, (b) amortization of intangibles 
or other bookkeeping entries of a similar nature, and (c) costs" of capital additions, replacements, 
betterments, extensions or improvements to the System, which under generally accepted accounting 
principles are chargeable to a capital account or to a reserve for depreciation. 

The Installment Purchase Agreement defines "Hydroelectric Facility" as the facility for the 
generation of electrical energy located at Nacimiento Dam, owned· and 'operated by the Agency. The
Installment Purchase Agreement defines "Power Purchase Agreement" as (i) the •Power Purchase 
Agreement, dated April 15, 1985, by and between Pacific Gas and Electric Company ("PG&E") and the 
Flood Control and Water Conservation District· (predecessor to the Agency), as amended by the 
Amendment to the Power Purchase Agreement, dated as of July 16, 2007, by and between PG&E and the 
Agency, and as it may from time to time be further amended or supplemented in accordance with the 
terms thereof, and (ii) any other agreement or contract for the sale of electrical energy generated by the 
Hydroelectric Facility to, and the purchase of such energy by, a Person, as any such agreement or contract 
may from time to time be amended or supplemented in accordance with the terms thereof. See "-Sources 
of Revenues- Hydroelectric Facility Revenues" below. 

The Installment Purchase Agreement defines "Ad Valorem Taxes," for any period, as the ad 
valorem property taxes received by the Agency during such period pursuant to Article XIIIA of the 
Constitution of the State and Section 95 et seq. of the California Revenue and Taxation Code, excluding 
any such taxes levied to pay any voter approved general obligation indebtedness of the Agency. See "
Sources of Revenues- Ad Valorem Taxes" below. 

The Installment Purchase Agreement defines "Annexation Fees" as annexation fees imposed in 
connection with one or more parcels of property being annexed into a zone or zones, the parcels ·of 
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property in which are subject to Assessments. The Act and the Assessment Ordinance authorize the 
Agency to annex territory within the Agency's boundaries into Zone No. 2C, the special benefit zone 
established by the Agency; the parcels of property in which are subject to Assessments, and provide for 
the payment of a fee by the owners of the territory to be annexed for the acquisition, transfer, use or right .· 
of use of all or imy part of-the existing property of the benefit zone. Whenever any new territory is 
annexed into a zone, such' territory thereupon becomes subject to all the liabilities and entitled to all the 
benefits of the zone .. The Agency cannot predict when or if any additional territory will be annexed into 
Zone No. 2C and, therefore, whether it will collect any Annexation Fees. 

Revenue Fund; Allocation of Revenues 

In order to carry out and effectuate the pledge and lien in the Installment Purchase Agreement, 
the Agency has agreed and covenanted that all Revenues received by the Agency shall be deposited as 
and when received in a• special fund designated as the Revenue Fund, which fund the Agency has agreed· 
and covenanted to establish and ··maintain within its treasury. The Installment· Purchase. Agreement 
provides that moneys in the Revenue Fund shall be applied by the Agency as follows: 

(i). · On or before the Business Day immediately preceding each Payment Date, the 
.Agency shall withdraw from the Revenue Fund and transfer to the Trustee the amounts set forth 
below .in the following order of priority: 

·.(a) the Agency shall transfer to the Trustee, for deposit in the Debt-Service 
-Fund,_ an amount equaL to the Installment Payment due and payable on such Payment 
Date; and 

(b) the Agency shall transfer to the Trustee, for deposit in the Reserve Fund, 
the amount, if any, necessary to cause the amount on deposit in the Reserve Fund to be 
equal to the Reserve Requirement. 

(ii) In each Bond Year, on the Business Day immediately following the date in such 
Bond Year on which the amount previously transferred by the Agency to the Trustee pursuant to 

. paragraph (i), above is at least equal to the sum of (a) the aggregate amount of the Installment 
. Paymei)tS payable in such Bond Year, plus (b) the amount, if any, necessary to cause the amount 
on deposit in the Reserve Fund to be equal to the Reserve Requirement (A) the Agency shall 
withdraw from the. Revenue Fund and transfer to such funds or accounts of the Agency as the 
Agency shall determine, -any amount then remaining on deposit in the Revenue Fund, and 
(B) from and inducting such date to and including the September I that constitutes the last day of 
such Bond Year, the Agency shall not be required to deposit Revenues received by the Agency in 
the Revenue Fund.· 

The Installment Purchase Agreement provides that moneys in the Revenue Fund may be invested 
by the Agency in Permitted Investments. The Installment Purchase Agreement provides that the 
obligations in which moneys in the Revenue Fund are invested shall mature prior to the date on which 
such moneys are estimated to be required to be paid out under the Installment Purchase Agreement and 
that any. interest, income or profits from the investment of moneys in the Revenue Fund shall be retained 
in the Revenue Fund: 

The Agency covenants in the Installment Purchase Agreement not to encumber, pledge or place 
any charge upon the Revenues that would impair the Agency's ability to comply with its obligations 
under the Installment-Purchase Agreement, and covenants to pay and discharge any and all lawful claims. 
for labor, materials or supplies which, if unpaid, might become a lien on Revenues or any part thereof or 
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'on any funds in the hands of the Agency or the Trustee which might impair the security of the Installment 
Payments; provided, however, that the· Installment Purchase Agreement does not require the Agency to 
pay such claims if the validity thereof is contested in good faith (if such nonpayment will not materially 
adversely affect the Agency's ability to perform its obligations under the Installment Purchase 
Agreement) . 

. , 
'' 

Special Obligation oftheAgency .... 

The obligation of the Agency to make the Installment Payments and other payments 
required to be made by it under the Installment Purchase Agreement is a special obligation of the 
Agency, payable in the manner p~ovided in the Installment Purchase Agreement solely from the 
Revenues and other assets pledged therefor under the Installment Purchase Agreement. Neither the 
faith and credit nor the taxing power of the Agency or the State, or any political subdivision 
thereof, is pledged to the payment of the Installment Payments or other payments required to be 
made by the Agency under the Installment Purchase Agreement. 

Additional Obligations of the Agency 

The Installment Purchase Agreement provides that the Agency shall not incur any obligations 
payable from Revenues on a basis senior to or on a parity with the payment of the Installment Payments 
and payments to replenish the Reserve Fund. as provided in the Installment Purchase Agreement. The 
Installment Purchase Agreement provides that the. Agency may from .time ,to time incur obligations 
payable from Revenues on a basis subordinate to the payment therefrom of the Installment Payments and 
payments to replenish the Reserve Fund as provided in the Installment Purchase Agreement. 

Principal Sources of Revenues 

The principal sources of Revenues for the Agency available to pay the Installment Payments are 
(i) Assessments on real property located in. the Agency's Zone No. 2C received by the Agency, 
(ii) Hydroelectric Facility Net Revenues received by the Agency, a.nd (iii) Ad Valorem Taxes received by 
the Agency. These sources of Revenue are .discussed below. Additional sourc.es of Revenues consist of 

. Annexation ·Fees imposed by the Agency in connection with one or !IIOr,e parcels of property being 
annexed into a zone or zones, the parcels of property in which are subje9t to Assessments. See also "
The Installment Purchase Agreement- Pledge of Revenues to Secure Payment of Installment Payments" 
·above.. ., 

Asses.sments 

Under the Act, fue Agency i~ empowered to levy assessments on rei propertY· within specified 
zones of the Agency to pay the.costs ·and expense~ of constructing and.operating works or improvements 
established within or on behalf of such zones according to the benefits derived or to be derived by such 
zones. Pursuant to the Act, assessments,are levied and collected together with, taxes for County purposes. 

l _I.' I' ~ I·)· • , ,~ ': , ~ , 

On July 22, 2,003, pursuant to the Assessment Ordinance, and in accordance ,with the Act, Article 
XIIID of the Constitution of the State,ofCalifomia.and the Proposition 218 Omnibus Implementation Act 
(Statutes of 1997, Chapter 38), th~ Ag~n;y created a benefit zone ·("Zone No. 2C") and established certain 
assessments within such zone for purposes of funding the operation and maintenance costs of the 
Nacimiento and San Antonio dams and reservoirs and the cost of the acquisition, construction and 
installation of the Salinas River Diversion Facility Project and the Nacimiento Dam Spillway 
Modifications Project (collectively, the "Salinas Valley Water Project"). The area covered by Zone 
No. 2C, consisting of approximately 436,000 assessable acres, lies generally in the Salinas River basin 
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from Monterey Bay to just south of San Ardo. Most of this land is .agricultural, with the principal 
exception of the City of Salinas, which has a population ofapproximatelyl50,000, 

The assessments consists of four separate components for (i) the operation and .maintenance of 
the Nacimiento and San Antonio dams and reservoirs, (ii) the acquisition, construction and installation of 
the Salinas River Diversion Facility Project, (iii) the acquisition, construction and installation of the 
Nacimiento Darn Spillway Modifications Project, and (iv) the cost of administering the'assessrnents. The 
Assessments pledged to the payment of the Installment Payments due under the Installment Purchase 
Agreement ··consist solely of two of these: components: (i) those levied to fund· the acquisition, 

·construction· and installation of the Salinas River Diversion Facility Project and (ii) those levied to fund 
the acquisition, construction and installation of the Nacimiento Dam Spillway Modifications. Project. The 
Agency has not pledged the component related to the operation and maintenance of the Nacimiento and 
San Antonio darns and reservoirs or the component related to the cost of administering the assessments. 

The Act and Article XliiD of the State Constitution require that individual assessments assigned 
to the property within Zone No. 2C be based on the special benefit such properties receive from the 
Salinas Valley Water Project. As a result, Zone No. 2C is divided into seven hydrologic sub-areas 
according to the benefits each sub-area derives from the Salinas Valley Water Project. The seven sub
areas are: (i) Extended Upper Valley Above Dam; (ii) Extended Upper Valley Below Dam; (iii) Upper 
Valley; (iv) Forebay; (v) Pressure; (vi) East Side; and (vii) Arroyo Seco. In addition, to further refine the 
benefits derived, the types of parcels found in each of the sub-areas are separated into four categories: 
(i) Type "A'' parcels consist of irrigated agriculture, residential properties (with lA units), apartment 
buildings (with over 4 units), commercial properties, institutional land and industrial land; (ii) Type "C" 
parcels consist of dry farming land, grazing land and vacant lots; (iii) Type "D" parcels consist of river 
channels and lands with frequent flooding; and (iv) Type "!" parcels consist of land receiving no charge 
.and are not subject to assessments. 

Raines, Melton &' Carella, Inc., San Jose, California (the "Assessment Engineer") prepared a 
written report (the "Engineer's Report") which contains; among other things, the assessment methodology 
and proposed assessment rates for each of the foirr parcel categories within each of the seven sub-areas 
within Zone No. 2C. The Engineer's Report was filed and approved by the Agency on January 14, 2003, 
and was the basis for-the establishment of the Zone No. 2C assessments under the Assessment Ordinance 
on July 22, 2003. Subsequent to the adoption ·of the Assessment Ordinance, several property owners 
owning parcels within Zone No. 2C, in Salinas Valley Property Owners for Lawful Assessments, eta/. v. 
County of Monterey, et a!. {Case No. M66890), challenged the assessments levied under the Assessment 
Ordinance and, on March 9, 2006, a stipulated judgment was agreed to by the plaintiffs and defendants, 
including the Agency, and entered by the court, eliminating assessments on certain parcels within Zone 
No. 2C, reducing assessments on certain categories of property within certain sub-areas within Zone No. 
2C, and validating the Assessment Ordinance iri all other respects; 'including the imposition of 
assessments under the Assessment Ordinance on all other lands within Zone No. 2C. 

Fisca·l Year 2007-08 Assessments. 'The Assessments ·for fiscal year-2007-08 are listed in the 
following table on a charge per acre basis. As shown below, not all sub-areas are benefited by the Salinas 
River Diversion Facility 'Project and, therefore, not all sub-areas are· subject to the assessments to fund 
such project. Although the ·assessment rates are fixed for each type of property within each ·sub-area, a 
parcel's use may change from time to time.: . 

' '• - ' 
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Table 1 ... . . 
_Monterey County Water. Resources Agency: 

Fiscal Year 2007-08 
Zone No. 2C Assessments 

Spillway Diversion 
Property Modification Facility No. of Acres No. of Parcels Total 

Sub-Area Category(!) · 'Project<2Jtll Projectt2J(ll in S~b-<irea in Sub-area<4l Assessments 
A $1.82 $- $ -

Extended Upper 
c • 0.18 300 54.00 
D 0.01 . Valley Above Dam 
I 5 

Subtotal 300 6 54.00 

A 1.28 691 54 884.48 

Extended Upper · 
.c 0.12 6,048 57 725.76 

Valley Below Dam 
D o.or 192 7 1.92 

0 12 
Subtotal 6,931 130 .1,612.16 

A 1.05 62,340 3,375 65,457.00 
c 0.10 30,180 1,001 3,018.00 

Upper VaJley D 0.01 6,073 66 60.73 
I 0 15 

Subtotal 98,593 4,457 68,535.73 

A 1.14 43,313 6,770 49,i76.82 
c 0.11 9,983 629 1,098.13 

For:ebay D 0.01 2,838 34 28.38 
• 26 

Subtotal 56,13~ ?,459 50,503.33 

A 2.88 6.19 59,886 24,957 543,166.02 
c 0.29 0.61 20,18!' 1,363 18,162.90 

Pressure D 0.02 0.06 1,915 53 153.20 
I 228 

· Subtotal 81,982 26,601' 561,482.12 

A 2.19 5.16 51,681 22,598 376,982.37 
c 0.21 0.52 24,663 3,478 13,318.02 

East Side D 0.02 0.05 257 15 12.85 
I 43 

Subtotal 76,601 26,134 390,313.24 

A ·o.o5 19,904 872 969.80 
c 0.04 4,748 204 189.92 

Arroyo Seco D 0.01 874 17 8.74 
i 2 

Subtotal 25,526, ,.1,095 1,168.46 

Adjusted Assessments<5> 14,950 131 25,898.00 
TOTAL 361,017 66,013' $1,099,567.04 

<ll The types of parcels found in each of the sub-areas are separated into four categories: (i) type "A" parcels consist of irrigated agriculture, 
residential properties (with 1-4 units), apartment buildings (with over 4 units), commercial properties, institutional land, and industrial land; 
(ii) type "C" parcels consist of dry farming land, grazing land, and vacant lots; (iii) type "D" parcels co1_1sist of river charmels and lands with 
frequent flooding; and (iv) type "I" parcels consist ofland receiving no charge and are not subject to assessments. 

(ZJ Excludes assessments for operations and maintenance of the Nacimiento and San Antonio dams and reservoirs and the costs of administering 
the assessments which are not pledged to the payment of the Installment Payments due under the Installment Purchase Agreement. 

01 Assessments are levied on a per acre basis. Parcels less that one-eighth acre in size in each are assessed at the rate for one-eighth acre. 
<
4l Parcels with more than one property (;ategory are counted more than once. There are a total of 65,936 parcels within Zone No. 2C. 

<J) Subsequent to the adoption of the Assessment Ordinance, several property owners owning parcels within Zone No. 2C, in Salinas Va/{ey 
Property Owners for Lawful Assessments, el a!. v. County of Monterey, el a!. (Case No. M66890), challenged the assessments levied under 
the Assessment Ordinance and, on March 9, 2006, a stipulated judgment was agreed to by the plaintiffs and defendants, including the 
Agency, and entered by the court, eliminating assessments on certain parcels within Zone No. 2C, reducing assessments on certain categories 
of property within certain sub-areas within Zone No. 2C, and validating the Assessment Ordinanct; in all other respects, including the 
imposition of assessments under tht: Assessment Ordinance on all other lands within Zone No. 2C. The amount indicated reflects the 
adjusted Assessments as a result of the stipulated judgment 

Source: The Agency. 
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Historical Assessment Revenue. The following table provides a summary of total Assessments 
levied and the amount of Assessments collected·through·June 30 for fiscal years 2003-04 through fiscal 
year 2007-08. · . 

' 

Fiscal Year 

2003-04 
2004-05 
2005-06 
2006-07 
2007-08 

Table 2 
Monterey County Water Resources Agency. 

Zone 2C ' 
Historical Assessment Revenues 

FiscaiY ear 2003-04 through Fiscal Year 2007-08 

Total 
· Assessment 

Levy11 ll'l 

$1,198,708.00 
I ,258,763.00 
1,186,828.00 
1,102,120.00 
1,099,633.00 

Assessments Collected 
Through June 3013ll•l 

$1,156,992 
1,199,361 
I, 164,893 
1,090,468 
I ,088, 77014l 

(I) Assessments were fist approved and collected in fiscal year 2003-04. 
(
2

l InCludes the components levied to fund the acquisition, construction and installation of the Salinas River Diversion Facility Project .and the 
acquisition, construction and installation of the Nacimiento Dam Spillway Modifications Project. Excludes assessments for operations and 
maintenance of the Nacimiento and San Antonio dams and reservoirs and the costs of administering the assessments which are not pledged 
to the payme~t of the Installment PaymentS due under the Installment Purchase Agreement. 

(
3
) The Agency accounts for the collection of Assessments on a cash basis. Therefore, collected Assessments include any receipts of 

previously delinquent Assessments actually collected and any penalties in the fiscal year indicated. 
14

) Fiscal year 2007-08 amount constitutes estimated year end results. 
Source: The Agency. 

Largest Assessees. The ten property owners paying the most Assessments within Zone No. 2C in 
fiscal year 2007-08 are shown in the table below. 

Table 3 
Monterey County Water Resources Agency 

Fiscal Year 2007-08 
Zone No. 2C Top Ten Assessees 

Property Owner 

I. Garcia Family Partnership 
2. Imperial Council Mystic Shrine 
3. Broome John S Tr 
4. Pedersert Alan G. & Jean R. Peders 
5. Merrill Farms 
6. M & E Partnership LP The 
7. San Ben1abe Vineyards LLC 
8. Yuki Thomas M, et al. 
9. Secondo Mateo Tr, et al. 

I 0. Romie Family Limited Partnership 
Total 

2007-08 Assessments(!) 

$ 8,670.57 
7,963.12 
7,562.48 
7,362.33 
7,333.49 
6,359.41 
5,783.50 
5,707.89 
4,492.32. 
4;152.92 

$65,388.03 

(ll Excludes assessrrients for opCrations and maintenance of the Nacimiento and San Antonio dains and reservoirs and the 
costs of administering the assessments which are not pledged to the payment of the Installment Payments due under the 
InStallment Purchase Agreement. 

Source: ·The Agency. 
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cUndertheJnstallment Purchase Agreement, the Agency cov_enants to, in accordance with the Act 
and the Assessment Ordinance,.·levy the annual Assessments and. collect and. enforce, or cause the 
collection and enforcement of, such Assessments. The Installment Purchase Agreement provides that, 
prior to August I of each year, .the Agency shall ascertain from the Monterey County Assessor the 
relevant parcels dn which the Assessments are to be levied, taking into account any parcel splits during 
the preceding and then current year. The ·Installment Purchase Agreement provides further that the 
Agency shall effect the levy of the Assessments each fiscal year in accordance with the Assessment 
Ordinance by each August I 0, or otherwise such that the computation of the levy is complete before the 
final date on which the Monterey County Auditor will accept the transmission of the Assessment amounts 
for inclusion on the next real property tax roll. Upon the completion of the computation of the amounts 
of the levy, the Installment Purchase Agreement provides that the Agency shall prepare or cause to be 
prepared, and ·shall transmit to the Monterey County Auditor, such data -as said Auditor requires to 
include the levy of the Assessments on the next real property tax roll. 

The Agency agrees in the ·Installment Purchase Agreement that it will not rescind the Assessment 
Ordinance and that.it will not amend or supplement the Assessment Ordinance so as to reduce the amount 
of the Assessments levied thereunder or to reduce the amount of land subject thereto, and covenants not 
to amend or supplement the Assessment Ordinance for any other purpose unless the Board of Supervisors 
of the Agency determines :by resolution that such amendment or supplement would· not materially 
adversely affect the ability of the Agency to pay the Installment Payments or other payments required to 
be made by it under the Installment Purchase Agreement, or to perform and observe all of its covenants 
under the Installment Purchase Agreement. · · · 

Hydroelectric Facility Net Revenues 
•' . 

The Installment· Purchase Agreement defines "Hydroelectric Facility Net Revenues," .for any 
period; as the Hydroelectric Facility Revenues for. such period, -less'' the •.Hydroelectric Facility 
Maintenance and Operations Costs for such period. Under- the. Installment Purchase Agreement, 
"Hydroelectric. Facility Revenues,':' for-any period, means all income and revenue received by the Agency 
during such period from the operation or ownership of the Hydroelectric Facility, determined· in 
accordance with generally accepted accounting principles, including all payments received by the Agency 
from the sale of electrical energy generated by the Hydroelectric Facility, whether pursuant'to the Power 
Purchase Agreement or otherwise. The·Installment Purchase Agreement defines·"Hydroelectric Facility 
Maintenance and Operations Costs," for any period; as· the reasonable· and.necessary costs spent or 
incurred by the. Agency .. for .maintaining, operating;· .. repairing, insuring arid· administering the 
Hydroelectric Facility arid providing the servicescof ilie Hydroelectric Facility, calculated in accordance 
with generally accepted accounting principles, including, but not limited to (i) all expenses necessary to 
maintain' and preserve the 'Hydroelectric .. Facility· in good 'repair' and working order,: and (ii) all 
administrative costs allopble to the operation·ofthe Hydroelectric Facility; such as salaries and wages df 
employees,' payments to·· employee retirement' ·systems,. overhead, . insurance, ·taxes (if any), 'fees· of 
auditors, accountants; attorneys or· engineers··and insurance premiuins,->but .excluding in all cases (a) 
depreciation, replacement and obsolescence charges or reserves therefor;'(b) ·amortization of intangibles 
or other bookkeeping entries of a similar nature, and (c) costs of capital additions, replacements, 
betterments, extensions or improvements to the System, which under generally accepted accounting 
principles are chargeable to a capital account or to a reserve for depreciation 

The Hydroelectric Facilitv. The Hydroelectric Facility is physically part of the Nacimiento Dam 
facility and its design purpose is to generate 4.351 megawatts (MW) of power. The Hydroelectric 
Facility includes two turbine driven generators (the capacity of the larger unit is 3.976 MW and the 
capacity of the smaller unit is 0.375 MW), a 4.16 kilovolt (kV) switchgear, a control and protection 
system, a main power transformer, switchyard equipment, other appurtenant equipment and the 

17 

http://that.it


powerhouse. Construction of the· Hydroelectric Facility was· completed in 1987. The remaining useful 
life of the Hydroelectric Facility is estimated by the Agency to be approximately 50 years. 

PG&E Agreement. On April 15, 1985, P.G&E and the Flood Control. and Water Conservation 
District (predecessor to the Agency) entered into a power purchase agreement (the :-'PG&E Agreement") 
for the purchase and sale of electric energy generated by the Hydroelectric Facility. The PG&E 
Agreement was set to expire on July 13, 2007. 

On January 26, 2004, the California Public Utilities Commission (the "CPUC") issued Decision 
04-0l-050 (the "Decision"), in which it ordered investor owned utilities (the "IOU"s), of which PG&E 
was one, to offer five-year Standard Offer l (the "SOl") contracts at short-run avoided cost prices to 
qualifying facilities (the "QFs") with expiring power purchase agreements, of which the Hydroelectric 
Facility was one. · QFs generally consist of cogeneration facilities or certain small power production 
facilities. The Decision provides that the "five-year SO I contracts must include a 'provision that the 
pricing terms may change if the Commission subsequently modifies its policy on QF pricing 
methodology."' On DecemberS, 2005, the CPUC, in Decision 05-12-009, directed the IOUs to continue 
purchasing power pursuant to a five-year SO! contract from any QF with a contract set to expire after 
January I, 2006, and before the CPUC's issuance of a final decision ·in the combined dockets. The 
pricing terms of these SOl contracts must be modified to reflect the CPUC's revised QF pricing policy . 

. . Due. to these decisions by. the CPUC, PG&E and the Agency entered into an Agreement to 
modify the PG&E Agreement effective July 14, 2007 through July 13, 2012 (the "Amendment"). Under 
the Amendment, PG&E will purchase and accept delivery of the Agency's net energy output from the 
Hydroelectric Facility and PG&E shall pay the Agency for energy .deliveries at prices equal to PG&E's 
short-run avoided cost (the "SRAC"), according to the methodology that is approved and may be revised 
from time to.time by the CPUC for payments to QFs. SRACs generally consist of costs approved by the 
CPUC which are the basis of·PG&E's published energy prices. Under the Amendment, the Agency has 
the right to terminate the PG&E Agreement, upon providing PG&E with 30 days prior written notice, 
without any penalties or remaining obligations for either PG&E or the Agency, other than any payment 
obligations·under the Amendment 

·'•·' 
Under the ·An:wndment, PG&E reserves its right to seek reimbursement of payments made under 

the PG&E Agreement to the extent that such payments are determined by the CPUC, a court, or other 
governmental entity to exceed PG&E~s avoided costs (as defined in the Public Utility Regulatory Policies 
Act of 1978; 16 U.S.C. § 824a-3, and. following). The Agency reserves any right that it may have to 
challenge and oppose PG&E's efforts'to seek reimbursement of payments made under this Amendment. 

'··' The PG&E Agreement,. as modified by the Amendment, is, set to expire on July 13, 2012. 
However, given the current.demimd for ·renewable energy sources, the Agency expects to be able to 
extend the PG&E Agreement. or enter into·a new agreement for the purchase and sale of electric energy 
generated by the Hydroelectric Facility. The Agency. cannot predict .whether.•the ,terms of.any such 
extension or new agreement will be more or less favorable to the Agency. . .. 

. ' 

t'.• ·'· 

., 
, .. , .... 

. ... 
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Historical Hydroelectric Facility Net Revenues .. The Hydroelectric Facility Net Revenues for the 
period from fiscal year 1997-98 through fiscal year 2007-08 are set forth in the following table. . The 
variability in kilowatt hours and ·Hydroelectric Facility Net Revenues is primarily due to changing 
hydrologic conditions from year to year: 1 • 

Fiscal Year 

1997-98 
1998-99 
i999-00 
2000-01· 
2001-02 
2002-03 
2003-04 

~. ! ' 
2004-05 
2005-06 
2006-07 

2007 -08"" 

, J:a~le 4 . . . . 
Monterey,County Water Resources Agency 

Historical Hydroelectric Facility Net Revenues 
Fiscal Year 1997-98 through Fiscal Year 2007-08 . 

' Hydroelectric 

' !: .. ,·~-,~. ' • . 1 • ' ' • • 
Facility 

Maintenance and Hydroelectric Facility 
Kilowatt Hou;s(11 ReVenues( 11 Operations Cost8°1 

9,767,572 $ 645,190 $155,998 . 
16,363,774 831,813 119,948 
15,725,553 905,289 135,944 
15,547,917 -1,539;019 179,306 
15,423,731 .· 928,983 175,072 
12,025,022 ' .•. 866,644 1 244,163 
11,747,282 913,405 . 258,902 .. 
14,203,640 1,224,641 179,694 

. 16,~41,948 1,790,886 . ' 341,286 
17;863,341 I ,653,476 308,203 f 

13,138,366.- 1,180,157 223,477. 

' 
Hydroelectric 
Facility Net 
Reven·ues01 

.:·· 

$ 489,192 
711,865 
769,345 

. 1,359,713 
·753,911 
622,481 
654,503 

1,044,947 
1,449,600 
1,345,273 

!'. 
' ' 956,680 

01 Prior to fiscal year 2006-07 the· Agency accoUnted foi' operations of the Hydroelectric Facility based on a'year ending MaY 31. even·though 
the Agency's fiscal year ended June 30. The Agency changed this practice in fiscal year 2006-Q7. All amounts for fiscal year-2006-07 and 
prior fiscal years have been restated to reflect tWelve month periods ending June 30. 

(21 Fiscal year 2007-200~ amounts constitute estimated year end results. , 
Source:· The Agency. 

. .. ; 

.~ .. ·~·· 

Covenants with respect to Hydroelectric FaCility. The. Agency covenants 'in the Installment 
Purchase Agreement that it will maintain and preserve the Hydroelectric Facility in good repair and 
working order at all times and will operate the Hydroelectric Facility in an efficient and economical 
manner and will pay all operation and maintenance costs of the Hydroelectric FacilitY as they become due 
and payable, but the Installment Purchase Agreement provides that the Agency will not be required to pay 
such operation and maintenance costs if the validity thereof shall be contested in good faith (so long as 
such nonpayment will not materially adversely affect the Agency's ability to perform its obligations 
under the Installment Purchase Agreement). 

The Agency covenants in the Installment Purchase Agreement that it will procure and maintain or 
cause to be procured· and maintained casualty insurance on the Hydroelectric Facility with responsible 
insurers, or provide self insurance (which may be provided in the form of risk-sharing pools), in such 
amounts and against such risks (including accident to or destruction of the Hydroelectric Facility) as are 
usually covered in connection with hydroelectric generation facilities similar to the Hydroelectric Facility. 
Under the Installment Purchase Agreement, in the event of any damage to or destruction of the 
Hydroelectric Facility caused by the perils covered by such insurance or self insurance, the net proceeds 
thereof must be applied to the reconstruction, repair or replacement of the damaged or destroyed portion 
of the Hydroelectric Facility. The Installment Purchase Agreement provides that the Agency must begin 
such reconstruction, repair or replacement promptly after such damage or destruction occurs, and must 
continue and properly complete such reconstruction, repair or replacement as expeditiously as possible, 
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and must pay out of such net proceeds all costs and expenses in connection with such reconstruction, 
repair or·replacement so that the same shall be completed and the Hydroelectric Facility shall be free and 
clear of all claims and liens, unless the Agency determines that such property or facility is not necessary 
to the efficient or proper operation of the Hydroelectric Facility and that the failure to reconstruct, repair 
or replace such portion of the Hydroelectric Facility will not have a material adverse effect on the amount 
of Hydroelectric Facility Net Revenues. The Agency is not required under the Installment Purchase 
Agreement to, and it does not currently, maintain earthquake or flood insurance. 

The Agency covenants in the Installment Purchase Agreement that it will not sell, ·lease or 
otherwise dispose of the Hydroelectric Facility or any part thereof essential to the proper operation of the 
Hydroelectric Facility or to the maintenance of Hydroelectric Facility Revenues; provided, however, that 
the Installment Purchase Agreement provides that any real or personal property which has become non
operaiive or which is not needed for.the efficient and proper operation of the Hydroelectric Facility, or 
any material or equipment which has become worn out, may be sold if such sale will not materially 
reduce Hydroelectric Facility Revenues. 

The Agency covenants in the Installment Purchase Agreement to receive and collect the 
Hydroelectric Facility Revenues as provided in the Installment Purchase Agreement and to apply the 
Hydroelectric Facility Net Revenues as provided in the Installment Purchase Agreement. See "-The 
Installment Purchase Agreement-Revenue Fund;' Allocation of Revenues" above. The Agency covenants 
in th~ Installment Purchase Agreement that it _will comply with, keep, 'observe and perfoJ111 all 
agreements, conditions, covenants and terms, express or implied, required to be performed by it contained 
in a Power Purchase Agreement and all other contracts affecting or involving the Hydroelectric Facility 
Revenues to the extent that the Agency is a party thereto. The Agency covenants in the Installment 
Purchase Agreement not to (i) rescind or terminate, or consent to the rescission or termination of, a Power 
Purchase Agreement, (ii) enter into an amendment or supplemen! to a Power Purchase Agreement, or 
consent· to any such amendment or supplement, or (iii) waive. any material term of a Power Purchase 
Agreement unless the Board of Supervisors determines by resolution that such rescission, termination, 
amendment, supplement or waiver would not materially adversely affect the ability of the Agency to pay 
the Installment Payments or other payments required to be made by it under the Installment Purchase 
Agreement, or to perform and observe all of its covenants under the Installment Purchase Agreement. 
The Agency also 'covenants in the Installment Purchase Agreement that it will cause each other party to ·a 
Power Purchase Agreement to comply with, keep, ·observe· and: perform all agreements, conditions, 
covenants and terms, express or implied, required' to be performed by such person in such Power 
Purchase Agreement. 

Ad Valorem Taxes 

General. Article XlllA of the California Constitution, approved by voters in.l978 as Proposition 
13 ("Proposition 13 "), altered the method by which ad valorem taxes are levied and collected in the 
territory of the Agency (and throughout California), mandating that the. ad valorem taxes.are "to be 
collected by the counties and apportioned ·according to law to the districts within the counties." Prior to 
the enactment of Article XIIIA, the Agency's predecessor itself levied and collected separate ad valorem 
taxes· in the territory of the Agency as a whole and in various zones under the authority of the Monterey 
Councy·Flood Control-and Water Conservation District Act. However, as ·a· result of the enactment of 
Article XIIIA, the Agency's predecessor no longer had, and the-Agency does· hoi· have, the power to levy 
and collect ad valorem-taxes in the· territory of the Agency. Rather, California Revenue and Taxation 
Code Section 93 and Section 95 et seq.- provide the statutory scheme by which the County levies, collects 
and allocates ad valorem taxes to the Agency and each zone thereof. As a result, each of such zones 
receives a share of the I% countywide tax levied in such zone based on the actual allocation of property 
tax revenues to each taxing jurisdiction in the county with territory in such zone in fiscal jrear 1978,79, as 
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adjusted according to Section 95 et seq. of the California Revenue and Taxation Code. Revenues derived 
from special ad valorem taxes for voter-approved indebtedness are reserved to the taxing jurisdiction that 
approved and issued the debt, and may only be used to repay that debt. See also "LIMITATIONS ON 
TAXES AND APPROPRIATIONS- Article XIIIA of the California Constitution.•.:· 

Prior to the enactment of Article XIIIA, the Agency's predecessor. established a County-Wide 
Zone, Zone No. l, Zone No.2, Zone No. 2A, Zone No.3, Zone No. 5, Zone No.6, Zone No. 7, Zone 
No.8, Zone No.9, Zone No. 11, Zone No. 12, Zone No. 14, Zone No. 15 and Storm Maintenance District 
No. 2, and levied and collected separate ad valorem taxes in such zones. As discussed above, each of 
such zones receives a share of the I% countywide tax based on the actual allocation of property tax 
revenues to each taxing jurisdiction in the county in fiscal year 1978-79; as adjusted according to Section 
95 et seq. of the California Revenue and Taxation Code. Future assessed valuation growth allowed under 
Article XIIIA (as a result of new construction, ce!(ain changes· of ownership, and increases in the cost of 
living of up to 2% per year) will be allocated on the basis of"situs" among the jurisdictions that serve the 
tax rate area within which the growth occurs. Local agencies will share the growth of "base" revenues 
from the· tax rate area. Each year's growth··allocation becomes part of each.agency's allocation in the 
following year. The availability of revenue from growth in an agency tax base is affected by the 
existence or establishment of redevelopment agencies which, under certain circumstances, may be entitled 
to such revenues.•, .. ·· 

Assessed Valuations. All property (real, personal and intangible) is taxable unless an exemption 
is granted by the California Constitution or United States law:· Under the State Constitution, exempt 
classes of property include household and personal effects, intangible personal property (such as bank 
accounts, stocks and bonds), business inventories, and property used for religious, hospital, scientific and 
charitable purposes. The State Legislature may create additional exemptions for personal property, but 
not for. real property. Most taxable property. is· assessed by the assessor of the county in which the 
property is located. Some special classes of property are assessed by the State Board of Equalization, as 
described below. ' 

Taxes are levied for each fiscal year on taxable real and personal property assessed as of the : 
preceding' January I, 'at which time the lien attaches. The assessed value is' required to be adjusted during:, 
the course ·of the year when property changes ownership or new const!1)ction is completed. State law ijiso"· 
affords an appeal procedure to taxpayers who disagree with the assessed ·value of any property. When 
necessitated by changes in assessed value· during the course of a year, a supplemental ·assessment is 
prepared so that t~z(es cail'be levied·on the 'new assessed value before the riext regular assessment roll is 
completed. · . . .> •• • •• , • .:: · · . .: ' . ' , .•.• · • · . ' ••.•. 

' I: '. 

·Under the Constitution, the State Board of Equalization assesses property of State-regulated· .. 
transportation and communications utilities, including railways, telephone and telegraph companies,'and 
companies transmitting or selling gas or electricity. The Board of Equalization also is required to asses~ 
pipelines, flumes, canals and aqueducts lying within two or more counties. The value of property · 
assessed by the Board of Equalization is allocated by a formula to local jurisdictions in the county, and 
taxed by the local county tax officials in the same manner as for locally assessed property. Taxes on 
privately owned railway cars, however, are levied and collected directly by the Board of Equalization. 
Property used in the generation of electricity by a company that does not also transmit or sell that 
electricity is taxed locally instead of by the Board of Equalization. Thus, the reorganization of regulated 
utilities and the transfer of electricity-generating property to non-utility companies, as often occurred 
under electric power deregulation in California, affects how those assets are assessed, and which local 
agencies benefit from the property taxes derived. In general, the transfer of State-assessed property 
located in one of the Agency's zones to non-utility companies will increase the assessed value of property 
in such zone, since the property's value will no longer be divided among all taxing jurisdictions in the 
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County. The transfer of property located and taxed in one of the Agency's zones to a State-assessed 
utility will have the opposite effect: generally .reducing. the assessed value in such zone, as the value is 
shared among the other jurisdictions in the County. The Agency is unable to predict future transfers of 
State-assessed property in the Agency's zones and the County, the impact of such transfers on its utility 
property tax revenues, or whether future legislation or litigation may affect ownership of utility assets, the 
State's methods of assessing utility property, or the method by which tax revenues of utility property is 
allocated to local taxing agencies. 

Locally taxed property is classified· either as "secured" or "unsecured," and is listed accordingly 
on separate parts of the assessment roll. The "secured roll" is that part of the assessment roll containing 
State-assessed property and property (real or personal) for which there is a lien on real property sufficient, 
in the opinion of the county assessor, to secure payment of the taxes. All other property is "unsecured," 
and is assessed on the "unsecured roll." Secured property assessed by the State Board of Equalization is 
commonly identified for taxation purposes as "utility" property. 

Under California. law, a city or the County can create. a redevelopment agency in territory of the 
Agency. Upon formation of a "project area" of a redevelopment agency, all property tax revenues 
attributable to the growth in assessed value of taxable property within ·the project area (known as "tax 
increment") belong to the redevelopment agency, causing a loss of tax revenues to other local taxing 
agencies from that time forward. 

Shown in the following tables is the assessed valuation of the various classes of property within 
the territory of the Agency in recent yearsc-

Fiscal 
Yea~ Local Secured 

1998-99 $21,783,788,852 
1999-00 23,771,276,804 
2000-01 . 25,998,658,964 . 
2001-02 28,993,637,984 
2002-03 . 31 ,829, 779,226 
2003-04 33,13S,I62,580 
2004-05 35,979,699,283 
2005-06 40,019,487,123 
2006-07 44,791,304,920 
2007-08 : 48,646,781,445 

Table 5 
Monterey County Water Resources Agency 

Assessed Valuations 
Fiscal Years 1998-99 through 2007-08 

Non-Unitary Total Before Rdv. Total After Rdv. 
Utility Unsecured Increment Increment 

$ 33,230,178 $1,174,092,534 $22,99l,lll,564 $21,385,367,530 
24,646,658 1,250,051,410-. 25,045,974,872 23,337,282,694 
28,474,752' I ,326,643,719 27,353,7-77,435 25,539,458,118 
29,995,785 I ,382,973, 705 . 30,406,607,474 28,389,083,758 
30,138,927 1,571,613,376 33,431,531,529 31,203,649,071 

1,023,187,728 I ,600,427,0 I 5 35,758,777,323 33,264,690,671 
802,068,666 1,638,775,976 38,420,543,925 35,648,157,741 
766,071,015 1,766,099,389 42,551,657,527 39,264,990,431 
723,160,918 1,900,450,107 47,414,915,945. 43,507,598,541 
693,671,435 1,943,801,446 51 ,284,254,326 46,813,372,451 

Source: California Municipal Statistics, Inc. 

; ~ ·' 
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. Unitary Utility 
Valuation 

$898,606,018 
'597,842,063 
562,000,880 
549,991,098 
576,323,707 
496,287,116 
491,306,128 
517,783,272 
501,712,888 
559,940,483 
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Assessed Valuation and Parcels by Land Use, The following table gives a distribution of taxable 
property located within the territory of the Agency on the 2007-08 tax roll by principal purpose for which 
the lm1d is used, and the assessed valuation and number of parcels for each use. 

Table 6 
Monterey County Water Resources Agency 

·Assessed Valuation and Parcels by Land Use 
l 

2007-08 
Ngn-Residential: Assessed Valuation( I) 

Agricultural/Vineyards/Rural $ 3,006,929,724 
Commercial 5,636,221,626 
Vacant Commercial 169,971,217 
Professional/Office 132,604,374 
Industrial/Food ProceSsing 1,998,187,564 
Vacant Industrial 79,988,523 
Recreational/Golf Course 747,784,477 
Government/Social/Institutional 182,923,424 
Power Plant/Utility Roll 693,671,435 
Miscellaneous/Water Companies 413 655 642 

Subtotal NQn-Residential $13,061,938,006 

Residential: 
Single Family Residence $30,289,188,705 
Condominiw_n/Townhouse 1,923,527,805 
Timeshare Use 35,631,341 
Mobile Home 78,447,836 
Mobile Home Park 54,851,160 
2-4 Residential Units/Apartments 878,932,915 
5+ Residential Units/Apartments 1,679,694,865 
Vacant Residential 1 338 240 247. 

Subtotal Residential $49,340,452,880 

TOTAL $49,340,452,880 

(ll L.,ocal Secured and Utility Assessed Valuation; excluding tax-exempt property. 
Sotlrce: California Municipal Statistics, Inc. 

%of 
Total 
6.09% 

11.42 
0.34 
0.27 
4.05 
0.16 
\.52 
0.37 
1.41 
0.84 

26.47% 

61.39% 
3.90 
0.07 
0.16 
0.11 
1.78 
3.40 

___ll! 
73.53% . 

100.00% 

No. of %of 
Parcels Total 
6,822 5.39% 
4,611 3.64 

859 0.68 
201 0.16 
866 0.68 
369 0.29 
248 0.20 
544 0.43 

54 0.04 
4 777 3.78 

19,351 15.29% 

74,271 58.69% 
6,816 5.39 
6,347 5.02 

610 0.48 
32 O.Q3 

. 3,501 2.77 
1,761 1.39 

13 853 10.95 
107,191 84.71% 

126,542 100.00% 

Largest Taxpayers. The ten taxpayers with the greatest combined ownership of taxable property 
within the territory of the Agency on the 2007-08 tax roll, and the assessed valuation of all property 
owned by those taxpayers within the entire territory of the Agency, are shown in the table below. 
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'1' l .. Table 7 
Monterey County Water Resources Agency 

·Ten Largest 
Fiscal Year 2007-08 Local Secured Taxpayers 

Property Owner 
I. LSP Moss Landing LLC 
2. Pebble Beach Company 
3. Texaco Inc. 
4. Northridge Fashion Center LLC · 
5. California-American Water Co. 
6. Monterey Kimberly Place LLLP 
7. A era Energy LLC 
8. Pacific Oceansid~ Holdings LP 
9. Canada Woods LLC 
10. D'Arrigo Bros. Co. 

Primary Land Use 
Power Plant 

Hotel & Golf 
Oil & Gas Pronuction 

Shopping Center 
Water Company 

Apartments 
Oil & Gas Production 

Shopping Center 
Golf Course 

Agricultural/Food Processing 

(!J 2007-08 local secured and non-unitary utility assessed valuation: $49,340,452,880 
Source: California Municipal Statistics, Inc . 

2007-08 
Assessed Value 

$ 680, I 00,000 
737,756,528 
197,198,380 
140,302,305 
II 0,231,498 
I 03,929,000 
~9,195,335 
97,529,761 
96,047,531 
88 854 006 

$2,351,144,344 

.,·. l j. 

Percent of 
Total11 l 

1.38% 
1.50 
0.40 
0.28 
0.22 
0.21 

. 0.20 
0.20 
0.19 

____Q,_U\ 
. ' 4.76% 

. .. Tvoical Tax Rate Areas. The State Constitnt~on permits the levy of an ad valorem' tax on taxable 
property not to exceed I% of the full cash value of the property, and State law requires the full I% tax to 
be levied. The levy of special ad valorem property taxes in excess of the I% levy is permitted as 
necessary to provide for debt service p-ayments on voter-approved indebtedness. The ad valorem property 
tax rat~s for the last five years ranged from 1.01800% to 1.07614% in typical tax rate areas ("TRA") 1-
000 (City ofCarmel),-3-00 (City of Monterey), 4-000 (City of Pacific Grove), 5-015 (City of Salinas) and 
60-001 (Unincorporated Monterey County). TRA 1-000, TRAJ-000, TRA 4-000, TRA 5-015 and TRA 
60-001 ·comprise approximately 5.26%; 5.47%, 3.81 %, 4.90% and 4.64%, respectively, of the total 
assessed value of taxable property within the territory of the Agency. 

Tax Collections and Delinquencies. The county treasurer prepares the property tax bills. 
Prop~rty ;taxes on, the regular. secured assessment roll are due in two: equal installments: the first 
instajlment is due onNovember-l;:and becomes. delinquent after December 10.· The second i~stallment is 
due on February !·and becomes delinquent after.April·lO. If taxes are not paid by the delinquent date, a 
10% penalty attaches and a $10 cost is added to unpaid second installments. If taxes remain unpaid by 
June 30, the tax is deemed to be in default, and a $15 state redemption fee applies. Interest then begins to 
accrue at the rate of 1.5% per month. The property owner has the right to redeem the property by paying 
the taxes, accrued penalties, and costs within five years of the date the property went into default. If the 
property is not redeemed within five years, it is subject to sale at a public auction by the county treasurer. 

Property taxes on the unsecured roll are due in one payment on the lien date, January 1, and 
become delinquent after August 31. A 10% penalty attaches to delinquent taxes on property on the 
unsecured roll, and an additional penalty of 1.5% per month begins to accrue on November I. To collect 
unpaid taxes, the county treasurer may obtain a judgment lien upon and cause the sale of all property 
owned by the taxpayer in the county, and may seize and sell personal property, improvements and 
possessory interests of the taxpayer. The county treasurer may also bring a civil suit against the taxpayer 
for payment. 

The date on which taxes on supplemental assessments are due depends on when the supplementai 
tax bill is mailed. 
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The secured roll tax charges for all taxing agencies and corresponding delinquencies with respect 
to property located within the County (which is coterminous with the territory of the Agensy) for the five
year period from 2002-03 through 2006-07 are set forth in the following table. 

r ~.: • 1 

Fiscal 
Year 

2002:...03 
2003-04 
2004-05 
2005-06' 
2006~07 

Table 8 
Secured Tax Charges and Delinquencies . 

Within the County of Monterey 
(All Taxes Collected by the County) 

Fiscal Years 2002-03 through 2006-07 

Secured 
Tax Charge1'l 

$357,964,00 l 
391,960,460 
420,615,057 
463,722,750 

. 516,066,717 

Amount 
Delinquent 

(As of June 30) 

$ 5,423,620 
4,983,062 
5,585,814 
7,831,541 

15,519,381 

01 Includes all ad valorem taxes collected by the County for all local agencies. 
Source: California Municipal Statistics. 

Percentage 
Delinquent 

(As of June 30) 

!.52% 
1.27 
1.33 
1.69 
3.01 

Historical Ad Valorem Tax Revenues. The Ad Valorem Taxes allocated by the Monterey County 
Auditor to, and received by, the· Agency with respect to property located ;,..ithin the territory of the 
Agency for the five-year period froin 2003-04 through 2007-08 are set forth in the.following table.· 

' . 

' ·' ' ,. . ' 

Table 9 
Monterey County Water Resources Agency· 

Ad Valorem Tax Revenues 
Fiscal Years 2003-414 through 2007-418 

Fiscal Year 
2003-0411 ) 

2004-0511 ) 

2005-06 
2006-07 
2007-08 

Ad Valorem Tax Revenues 
$1,524,330 

1,535,642 
1,726,483 
1,990,397 
2,081 ,950(2

) 

111 Amounts are after required transfers of $127,183 in aggregate from all zones to the Educational Revenue Augmentation Fund 
("ERAF") in fiscal year 2003-04 and 2004-05. See"-The Educational Revenue Augmentation Fund and Proposition I A" !Jelow. 

(2) Fiscal year 2007-08 amount constitutes estimated year end results. 
Source: The Agency. 

The Agency covenants in the Installment Purchase Agreement to receive and collect the Ad 
Valorem Taxes and apply the Ad Valorem Taxes as provided in the Installment Purchase Agreement. See 
"-The Installment Purchase Agreement-Revenue Fund; Allocation of Revenues" above. 

The Educational Revenue Augmentation Fund and Proposition l A. Since Fiscal Year !992/93, 
the State Legislature has authorized the reallocation of property tax revenues from local agencies multiple 
times in an effort to assi~qhe State in balancing its General Fund budget. As indicated in the table above, 
the Agency was required to transfer $127,!83 of ad valorem taxes in aggregate from all zones to the 
Educational Revenue Augmentation Fund ("ERAF") in fiscal year 2003-04 and 2004-05. Proposition !A, 
which was approved by the California electorate in November 2004, places restrictions in the State 
!=onstitution on the ability of the State Legislature to reallocate property tax revenues from local agencies. 
Starting in fiscal year 2008-09, the State may shift up to 8% of total property tax revenues away from 
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local agencies, but only if: . (i) the Governor declares such action to be necessary due to a State fiscal 
emergency; (ii)·two-thirds of both houses of the Legislature approve the action; (iii) the amount·diverted 
is required by statute to be repaid within three years; (iv) the State does not ·"owe" money due local 
agencies under the vehicle license fee "gap repayment" statute or any repayment for past property tax 
revenue diversions to local agencies, and (v) such property tax revenue diversions do not occur in more 
thap. two fiscal years during any period of ten consecutive fiscal years: Furthermore, the State can only 
change the pro rata allocation of property tax reVenues among local ·entities within a county upon a two
thirds vote of both houses of- the -Legislature. ·See- also "LIMITATIONS ON TAXES AND 
APPROPRIATIONS- Proposition lA." . ' . 

Direct and Overlapping Debt. Set f()rth below is a sche_dule of direct and overlapping debt prepared 
by California Municipal Statistics Inc. and effective April 24, 2008 for debt issued as of March I, 2008. 
The table is included for general information purposes only. Tqe ~gericy has not reviewed this table for 
completeness or accuracy and makes no representations in connection therewith. The first column in the 
table names each public agency which has outstanding debt as of the date of the schedule and whose 
territory overlaps the Agency in whole or in part. Column 2 shows the percentage of each overlapping 
agency's assessed value located within the boundaries of the Agency. This percentage, multiplied by the 
total outstanding debt of each overlapping agency (which is not shown in the table) produces the amount 
shown in column 3, which is the apportionment of each overlapping agency's outstanding debt to taxable 
property in the Agency. 

The schedule generany' 'iri~t~d~s tong~ term obligations s·oid in. the pub tic credit tli.arkets. hy p~btic 
agencies whose boun,qaries ()verlap;the boundaries of the Agency. Such long-teqil obligations genera1ly 
are not payable from revenues of the· Agency (except as indicated) nor are they necessarily obligations 
secured by land within the Agency. In many cases,,,ong-term obligations issued by a public agency are 
payable only from the general fund or other r_evenues of. such public agency. 

'· 

: " ' 

i i 'i' 
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Table 16 
Monterey County Water Resources Agency 

Direct And Overlapping Bonded Debt 
As of April 24, 2008 

2007-08 Assessed Valuation: $51,844,194,S09 (includes unitary utility valuation) 
Redevelopment Incremental Valuation: 
Adjusted Assessed Valuation: 

OVERLAPPING TAX AND ASSESSMENT DEBT: 
Hamel! Community College District 
Monterey Peninsula Community College District 
Cannel Unified School District 
North MontereY County Unified School District 
Pacific Grove Unified School District 
S-oledad Unified SchoOl District 
King City Joint Union High School District 

4470 881 875 
47,373,312,934 

Salinas Union High School District and School Facilities Improvement District 
Alisa Union School District 
King City Union School District 

Santa Rita Union School District 
Washington Union School District 
Other School Districts 
City of Marina 
City of Pacific Grove 
Soledad Community Hospital District 
Commm1ity Facilities Districts 
City 1915 Act Bonds (Estimate) 
Special District 1915 Act Bonds 

TOTAL OVERLAPPING TAX AND ASSESSMENT DEBT 

DIRECT AND OVERLAPPING GENERAL FUND DEBT 
Monterey County General" Fund Obligations 
Monterey County Judgment Obligations 
Monterey County Water Resource Di,strict 
Monterey Peninsula Unified School District Certificates of Participation 
Salinas Union Higli School District Certificates of Participation 
Salinas City School District Certificates of Participation 
Other School District General Fund Obligations 
City of Cannel General Fund Obligations 
City of Marina Pension Obligations 
City ofMtmterey General Fund Obligations 
City of Pacific Grove Pension Obligations 
City of Salinas Certificates of Participation 
City of Seaside Pension Obligations 
Cam1d Valley Fire Protection District Certificates ofParticip~tion · 
Monterey Bay Unified Air Pollution Control Authority 
TOTAL DIRECT AND OVERLAPPING GENERAL FUND DEBT 

COMiliNED TOTAL DEBT 

(ll Excludes the Bonds to be sold. 

%AppliCable 
99.822% 

100.000 
100.000 
100.000 
100.000 
100.000 
98.494 

100.000 
100.000 
100.000 
100.000 
100.000 
Various 
100.000 
100.000 
100.000 
100.000 
I 00.000 
100.000 

100.000 
100.000 
100.000 
100.000 
100.000 
100.000 
Various 
100.000 
100.000 
100.000 
100.000 
100.000 
100.000 
100.000 
58.759 

Debt 4115/2008 
$64,151,765 
133,563,685 
28,889,199 
18,670,000 
26,906,000 . 

5,096,152' 
14,700,230 
74,253,611 
30,551,909 
10,894,531 
20;983,838 
14,355,000 
38,291,880 
8,550,000 

740,000 
1,880,000 
4,852,542 

33,401,000 
5140000 

$535,871,342 

$213,180,000 
4,730,000 

"' 
8,165,000 
5,730,000 

16,000,000 
22,608,283 
8,905,000 
4,315,000 

18,015,000 
19,325,355 
42,275,000 

6,880,000 
1,505,000 
I 771 584 

$373,405,222 

$909,276,564''' 

(
2

l Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-bonded capital 
lease obligati9ns. · 

Ratios to 2007-08 Assessed Valuation: 
Total Direct and Overlapping Tax and Assessment Debt.. 

Ratios to Adjusted Assessed Valuation: 
Combined Direct Debt .. 
Combined Total Debt... 

.......... 1.03% 

. ...... -% 

. ......... 1.92% 

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/07: $0 

Source: California Municipal Statistics, Inc. 

27 



Historical Revenues 

Total historical Revenues for the five-year period from fiscal-year 2003-04 through fiscal year. 
2007-08 are set forth in the following table. 

Ass~ssments(l) 
Hydroelectric Facility 
Net Revenues 
Ad· Valorem Taxes<'l 

·Total 

Table 11 
Monterey County Water Resources Agency 

Historical Revenues 
Fiscal Years 2003-04 through 2007-08 

Fiscal Year Fiscal Year Fiscal Year 
2003-04 2004-05 2005-06 

$1,156,992 $1,199,361 $1,164,893 

654,503 1,044,947 1,449,600 

' 1,524,330 1,535,642 1,726A83 
$3,335,825 $3,779,950 $4,340,976 

Fiscal Year Fiscal Year 
2006-07 2007-08 

$1,090,468 $1,088, 770(3) 

1,345,273 956 680(J) 
' ' 

1,990,397 2,081 ,950(3
) 

$4,426,138 $4,127,400(3
) 

(t) Includes the components leViect·to fund the acquisition, construction and installation of the Salinas River Diversion Facility Project and the 
·acqUisition, construction and installation of the Nacimiento Dam Spillway Modifications Project. Excludes assessments for operations and 
maintenance of the Nacimiento and San Antonio dams and reservoirs and the costs of administering the assessments which are not pledged to 
the payment of the Installment Payments due under the Installment Purchase Agreement. 

(
2
J Amouil.ts are after required transfers of $127,183 in aggregate from all zones to the Educational Revenue Augmentation Fund ("ERAF".) in 

fiscal year 2003-04 and 2004-05. See "-Ad Valorem Taxes- The Educational Revenue Augmentation Fund" above. . · 
(.l) Fiscal year 2007-08 amounts constitute estimated year end results. 
Source~ The Agency. 

BOND INSURANCE . ·, 

Set forth below is a brief summary of certain information concerning the Insurer and the terms of 
the Insurance Policy The information relating to the Insurer and the Insurance Policy contained below 
has been supplied to the Authority by the Insurer. No representation is made by the Authority or the 
Agency as to the accuracy, completeness or adequacy of such information or as to the absence of 
material adverse chang~s in the condition of the Insurer subsequent to the' date of this Offidial Statement.' 

., .. 

The Insurance Policy 

The following info~mation is not complete and reference is made to Appendix Gfo;· a spe~imen 'of 
the Insurance Policy of the Insurer . 

. .. ·.. ,. The Insurer has made a commitment to issue the Insurance ~olicy relating' to the Bonds, effectiye 
as .o( the date of issuance of such Bonds. Under the terms .of the. Insurance Policy, the Insurer .. will 
unconditionally and irrevocably guarantee to pay that·portion of principal of and interest on'the Bonds 
that becomes Due for Payment but shall be unpaid by reason of Nonpayment (the "I,nsured Payments"). 
Insured Payments shall not include any additional amounts owing by the Authority solely as a r~sult of 
the failure by the Trustee to pay such amount when due and payable, including. without limitation lmy 
such additional' amounts as may be attributable to penalties or to interest accruing at a default rate,' to 
amounts payable in respect of indemnification, or to any other additional amounts payable by the Trustee 
by reason of such failure. The Insurance Policy is non-cancelable for any reason, including without 
limitation the non-payment of premium. "· 1 '· · · ': • 

"Due for Payment" means, when referring to the principal of the B~~ds; the. stated ~ahirity.date 
thereof, or . the date on which such Bonds shall have been duly called for mandatory sinking Jund 
redemption, and does not refer to any earlier date on. which payment is due. by reason of.a call for 
redemption (other than by mandatory sinking fund redemption), acceleration or other ~dvancement of 
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maturity (unless the Insurer in its sole discretion elects to make any •principal ·payment, in whole or in 
part, on such earlier :date) and,. when referring to interest .on such Bonds, means the stated dates for 
payment of interest.· · , · 

"Nonpayment" means the failure of the Authority to have provided sufficient funds to the Trustee 
for payment in full of all principal and interest Due for Payment on the Bonds. It is further understood 
that the term Nonpayment in. respect of a Bond also includes any amount .previously distributed to the 
Holder (as-such term is defined inthe Insurance Policy) of such Bond in respect of any Insured Payment 
by or on behalf of the· Authority,. which amount has been recovered from such Holder pursuant to the 
United States. Bankruptcy Code . in accordance. with ·a final, nonappealable order of a court having 
competent jurisdiction that such payment constitutes an avoidable preference with respect to such Holder. 
Nonpayment does not include nonpayment of principal or interest caused by the failure of the Trustee to 
pay such amount when due and payable. 

The Insurer will pay each portion of an Insured Payment that is Due for Payment and unpaid by 
reason of Nonpayment, on'the later-to occur of·(i).the date such principal or interest becomes Due for 
Payment, or (ii) the business day .next following the day on which the Insurer shall have received a 
completed notice of Nonpayment therefor in accordance with the terms of the Insurance Policy. 

The Insurer shall be fully subrogated to the rights of the Holders of the Bonds to receive 
paymentS· in respect of the Insured Payments to the extent of any payment by the ·Insurer under the 
Insurance Policy. 

The Insurance Policy is not covered by any insurance or guaranty. fund established under New 
York, California, Connecticut or Florida insurance law: 

, .. 
The Insurer 

Assured-Guaranty Corp. (the "Insurer") is a Maryland-domiciled insurance company regulated by 
the Maryland Insurance Administration and licensed to conduct financial guaranty insurance business in· 
all fifty states of the United States, the District of Columbia and Puerto Rico. The Insurer commenced 
operations in . 1988. The Insurer is a wholly owned, indirect subsidiary of Assured .Guaranty Ltd. 
("AGL"), a Bermuda-based holding company whose shares are publicly traded and are listed on the New 
York Stock Exchange under the symbol "AGO." AGL, through its operating subsidiaries, provides credit 
enhancement products to the U.S. and global public finance, structured finance and mortgage markets. 
Neither AGL nor any of its shareholders is obligated to pay any debts of the Insurer or any claims under 
any insurance policy issued by the Insurer. 

The Insurer is subject to insurance laws and regulations in Maryland and in New York (and in 
other jurisdictions in which it is licensed) that, among other things, (i)·limit the Insurer's business to 
financial guaranty insurance and related lines, (ii) prescribe minimum solvency requirements, including 
capital and surplus requirements, (iii) limit classes and concentrations of investments, (iv) regulate the 
amount of both the aggregate and individual risks that may be insured, (v) limit the payment of dividends 
by the Insurer, (vi) require the maintenance of contingency reserves, and (vii) govern changes in control 
and transactions among affiliates' Certain state laws to which the Insurer is subject also require the 
approval of policy rates and forms. 

The Insurer's financial strength is rated "AAA" by Standard & Poor's, a division of The 
McGraw-Hill Companies, Inc. ("S&P"), "AAA" by Fitch, Inc. ("Fitch") and "Aaa" .by Moody's Investors 
Service, Inc. ("Moody's"). Each rating of the Insurer should be evaluated independently. An explanation 
6fthe··significance of the above ratings may be obtained from the applicable rating agency. The above 
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ratings are not recommendations to buy, sell or hold any security, and such.ratings are:subject to revision 
or withdrawal- at any time· by .. the rating ·agencies:- Any downward· revision or withdrawal Of any of the 
above ratings may have an adverse effect on the market price of any security guaranteed by the Insur_eL 
The Insurer does not guaranty the market price of the securities it guarantees, nor does it guaranty that the 
ratings on such securities will not be revised or withdrawn. · '· · . ·t . "' ·. -> 

. '" '' •• : : )t·, ' ' : . ' '; . .,, 

· --Recent Developments:' On·. July 21',-.2008,- Moody's issued a press release stating that it had 
place<! the "Aaa" insurance ·financial strength rating ofthe Insurer urider review· for possible downgrade. 
Moody's noted in its press release that; while. the outcome of the review was uncertain; a' downgrade of 
the Insurer:s-insurance financial strength rating below•"Aa2'.: was currently see_n·qs unlikely. A copy of 
the· pressrelease'is avaihible atwwiv.moodys.com. · ., · . " ·:.. . ·:, .. .. · . · ". 

. ''. . . ·: ... :· .· • . ·' .~ •. ,l, ,; . ' 

The Insurer intends to cooperate with Moody's in connecti<in•with:its review. The Insurer cannot 
give any assurance as to the outcome of the review or the timing of when such review may be completed. 
''. ''-~·I;. I: . I ' ' .,. . . .,__ I . . . ':' '' :: .. I.- '.. • ' ;j ·- '. '. 

_,, <.OwJuly 17, 2008,•Fitch issued·a report to provide-an update on its views .. with respect to the 
outlook. for the monoline financial.guaranty industry .. : ,In 'such· report, Fitch stated that-:the Insurer 
continues to maintain a.~'AAA"·insurer financial strength rating from•Ritch with.a·stable rating outlook.· 

, , On June 18, 2008, S&P-issued a press•i'elease.in which it affirmed its :;AAA'·'·financial strength 
and financial·enhancemeht.ratings on the Insurer. In such press:-release, S&P stated that the Insurer's 
outlook is stable. . ,. 

·,Capitalization of Assured Guaranty Corp. As of March 31·, 2008, the .Insurer had total admitted 
assets of $1,518,398,730 (unaudited), total liabilities of $1,138,285,708 (unaudited); .total surplus of 
$380,113,022 (unaudited) and total statutory capital (surplus plus contingency reserves) of 
$1,001,533,924 (unaudited) determined in accordance with statutory accounting practices prescribed:or 
permitted by insurance regulatory authorities. As of December 31, 2007, the Insurer had total admitted 
assets··of $1,361,538,502 ·(audited), total;;liabilities of $961;967,238. (audited),: .total surplus :of 
$399,571,264 (audited)'and total-statutory capital (surplus plus contingency reserves)·of $982,045,695 
(audited). determined ·in accordance with statutory accounting practices prescribed·· 'or permittea: by 
insurance regulatory authorities.- · The Maryland Insurance Administration recognizes only .statutory 
accounting practices for deteimining and.reporting the financial.condition:and results of operations of an 
insurance ·company;'. for • determining · its. solvency· under. the Maryland Insurance Code,. and for 
determining· whether its financial cmidition warrants the payinent·of a dividend.to·its stockholders.- No 
consideration is given· by the· Maryland Insurance Administration to· financial !Statements prepared in 
accordance with accounting principles generally accepted in the United States ("GAAP'') in making such 
determinations. 

Incorporation of Certain Documents by Reference. The portions of the following documents 
relating to the Insurer are hereby ·incorporated- by reference: into this Official Statement and shall be 
deemed to be a part hereof: · 

• The Annual Report on Form 10-K of AGL for the fiscal year ended December 31,2007 
(which was filed by AGL with the Securities and Exchange·Commission (the "SEC") on 
February 29, 2008); 

• The Quarterly Report on Forin 10-Q for the quarterly period ended March 31, 2008 
(which was filed by AGL with the SEC on May 9, 2008); and·. 
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,, 

• The Current Reports on Form 8-K filed by AGL with the SEC, as they relate to the 
Insurer. · 

' " 
All consolidated financial statements of the Insurer and all other information relating to the 

Insurer included in documents ftled by AGL with the SEC pursuant to Section 13(a), 13(c), 14 or 15(d) of 
the Securities Exchange Act of 1934, as amended, subsequent to the date of this Official Statement and 
prior to the termination of the offering of the Bonds shall be deemed to be incorporated by reference into 
this Official Statement and to be a part hereof from the respective dates of filing such consolidated 
financial statements. 

Any statement contained in a document incorporated herein by reference or contained herein 
under the heading "BOND INSURANCE - The Insurer" shall be modified or superseded for purposes of 
this Official Statement to the extent that a statement contained herein or in any subsequently filed 
document which is incorporated by reference herein also modifies or supersedes such statement. Any 
statement so modified or superseded shall not be deemed, except as so modified or superseded, to 
constitute a part of this Official Statement. 

Copies of the consolidated financial statements of the Insurer incorporated by reference herein 
and of the statutory financial statements filed by the Insurer with the Maryland Insurance Administration 
are available upon request by contacting the Insurer at 1325 Avenue of the Americas, New York, New 
York 10019 or by calling the Insurer at (212) 974-0100. In addition, the information regarding the 
Insurer that is incorporated by reference in this Offtcial Statement that has been filed by AGL with the 
SEC is available to the public over the Internet at the SEC's web site at http://www.sec.gov and at AGL's 
web site at http://www.assuredguarantv.com, from the SEC's Public Reference Room at 450 Fifth Street, 
N.W., Room I024, Washington, D.C. 20549, and at the office of the New York Stock Exchange at 20 
Broad Street, New York, New York 10005. 

The Insurer makes no representation regarding the Bonds or the advisability of investing in the 
Bonds. In addition, the Insurer has not independently verified, makes no representation regarding, and 
does not accept any responsibility for the. accuracy or completeness of this Official Statement or any 
information or disclosure contained herein, or omitted herefrom other than wiih respect to the accuracy of 
the infofl!lation regarding the Insurer supplied by the .Insurer and presented under the heading "BONJ? 
INSURANCE." 

... 

'• . 

(. 
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ESTIMATED SOURCES AND·USES OF FUNDS 

The estimated sources and uses of funds with respect to the Bonds are shown below. 

'Principal Amount of Bonds 
PlusNet Original Issue Premium 
Less Underwriter's Discount 

Total Sources 

Acquisition Fund 
Capitalized Interest<'l 
Reserve Fund(2l 
Costs of Issuance<'l 

Total Uses 'i• 

SOURCES 

USES 
J 

$32,855,000.00 
763,468.65 

(286,796.12) 

$33,331,672.53 

$28,950,350.00 . 
1,598,455.32 
2,189,250.00 

593,617.21 
$33,331,672.53 

m. Represents capitaliZed interest on the Bonds in an amount expected to fund.interest thi"ough septeinber 1, 2009. 

'" Represents the Reserve Requirement. _ 
Includes legal, underwriting, rating agency, printing and trustee fees, premiu~ for the. Insurance Policy and other miscellaneous 
costs of issuance. 

.'IRE PROjECT . 
. ·.· 

The Salinas Valley lies· along the Salinas River in the northern portion of the County from 
Monterey· Bay at its northerly end and ·travels. inland in a southeasterly direction for approximately 84 
mile~' with an average"width of approximately 6 miles between the Gabilan· Mountain Range and the 
Santa Lucia Mountain Range. Agriculture dominates the economy of the Salinas Valley. IIi particular, a 
large majority of the salad greens consumed in the United States are grown within this region. 
Strawberries, lettuce, tomatoes and artichokes are the dominant crops in the Salinas Valley. Other crops 
include broccoli, cauliflower, wine grapes, celery and spinach. 

Historically, groundwater has been the source for almost all of the water needs. in the Salinas 
Valley. The high dependence on groundwater has resulted in overdraft conditions in the water basin. 
These overdraft conditions have allowed seawater to intrude into the northern Salinas Valley. The 
seawater intrusion has resulted in the degradation of groundwater supplies, requiring numerous urban and 
agricultural supply wells to be abandoned or destroyed. In an effort to halt further seawater intrusion, 
provide flood protection, eliminate overdraft and create new water supplies for the Salinas Valley, the 
Agency is proceeding with the construction of the Nacimiento Dam Spillway Modifications Project and 
the construction of the Salinas River Diversion Facility Project. 

Nacimiento Dam Spillway Modifications 

The existing operation of the Nacimiento Reservoir and the San Antonio Reservoir is focused on 
two objectives: providing flood protection and providing conservation of winter flows for release during 
the summer months. As such, the reservoirs are operated based on "rule curves" that establish minimum 
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flood pool requirements necessary to provide an adequate level of flood protection: Stored winter flows 
are released during the summer season, with the Agency's objective to increase stream recharge by 
maintaining flow to the Salinas River. 

The spillway modifications at Nacimiento Dam are needed to address· lack of capacity to pass a 
probable maximum flood ("PMF") event. The PMF is a measure used to evaluate the·dam spillway 
capacity to. prevent catastrophic failure of the dam under extreme meteorologic conditions. The only 
alternative to·modifYing the reservoir spillway is to lower the operating rule curve to provide the level of 
additional storage required to attenuate a PMF event within the reservoir and prevent overtopping of the 
dam structure. The option of lowering the rule. curve would reduce the effective water conservation 
storage capacity of the Nacimiento Reservoir by· approximately 124,000 acre-fee (out of a total of 
377,900 acre-feet) and, therefore, was not consid~red to be a viable alternative. 

The spillway modifications at Nacimiento Dam will allow changes in the way both reservoirs are 
operated, resulting in additional water for surface diversion and/or groundwater recharge, assuring the 
provision of adequate flood control capacity and maximizing conservation releases. 

The· Nacimiento Dam Spillway Modifications Project will modify the existing spillway by 
lowering the spillway's crest and installing an inflatable rubber dam. The modification to Nacimiento 
Reservoir includes lowering the concrete ogee spillway eight feet. Lowering the crest requires the 
excavation and removal of more than 1,000 cubic yards of concrete. The spillway crest will then be 
prepared and finished with concrete to accommodate the installation of an inflatable rubber dam. The 
sidewalls of the downstream spillway chute will be raised to accommodate the increased flows that could 
pass through the modified spillway. 

The rubber dam will deflate to pass the PMF, which will increase the capacity of tne spillway. 
Once the peak of the event hydrograph has passed, or late in the winter season, the rubber dam will be 
inflated to allow the reservoir water levels to return to the full storage capacity of Nacimiento Reservoir. 
Implementation of this component will not increase the existing maximum lake level elevation of 800 feet 
(i.e., maximum inundation area surrounding the lake). 

The custom-made inflatable rubber dam will be anchored to a new spillway concrete foundation. 
Two rubber dam sections, each approximately 75 feet in length, would be installed across the 150-foot 
spillway crest. Compressed air will raise the inflatable dams using an air pipe inflation system consisting 
of an air supply and exhaust pipe, upstream water level sensor pipe, and inrier pressure sensor pipe. Full 
inflation of the rubber d~'m will take approximately 20-40 minutes, while deflation will be rapid. 
Inflation and deflation could be accomplished automatically and by remote or local control. Automatic 
safety devices will be installed to protect the dam from damage should any of the' ·other control 
mechanisms faiL · 

Salinas River Surface Diversion Facility 

The Salinas River Diversion Facility Project cons.ists of the construction of the Salinas River 
Diversion· Facility (the "Diversion Facility") to allow the diversion of river water released from the San 
Antonio and Nacimiento reservoirs to· the existing Castroville· Seawater Intrusion Project ("CSIP") 
distribution pipeline where it will be blended with recycled. water produced at the Salinas Valley 
Reclamation Plant, a tertiary treatment plant for wastewater, and delivered to the CSIP service area for 
agricultural irrigation. Diverted river water would-supplement the use· of the CSIP project water and 
would replace existing groundwater pumping in the CSIP service area.· The Diversion Facility will 
include an inflatable dam 'designed to operate from April to November· and will form a shallow 
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impoundment .of water upstream:·of·the facility: when the ·Nacimiento Dam· is operational. This 
impoundment could extend up to two miles upstream and divert up to 12,800 acre-feet of water per· year. 

The Diversion Facility will be constructed within the Salinas River channel, approximately two 
miles .upstream of Highway:! near Moro.Cojo at the approximate location of the Salinas.River.crossing of 
t~e <TSIP distribution pipeline ... 

)· 

The diversion of water from the Salinas River to the CSIP distribution pipeline will include (i) a 
diversion, dam structure that incorporates an Obermeyer Spillway gate approximately 230 feet· in length 
and whose height will be controlled··with an inflatable air bladder and whose foundation,,wi!L be 
constructed. of reinforced concrete with vinyl sheet .piles (instead of steel that .. would ·deteriorate by 
corrosion) driven at the upstream and downstream ends; (ii).a· fish .screen diversion and fish ladder that 
will be designed as a single hydraulic unit; and (iii) the Salinas River Pump Station and CSIP 
Interconnection Pipeline. .. . • ,. .. 
•''' ~~'"lJ • L "-1, 

Based upon the current agri~ultural operation in the CSIP service area, the.pump.station operation 
may need to be limited or stopped for up to 6 hours (late at night) in a 24-hour period. The impoundment 
created by the diversion structure .will be'operated to provide·flexibility in the water delivery while 
minimizing spills at the .. diversion structure. . The .. top one foot· of the . impoundment· provides 
approximately 85. acre-feet of storage, which is equivalent. to approximately 12 hours of pump .station 
operation at 85 cubic feet per second. By drawing. down the impoundment. by one-half to one foot at the 
end of the pump station operations, the impoundment would be. allowed to recover during the ·pump 
station down time. , , · .. . 

'' {' 

The Agency has implemented a delivery charge for recipients of water delivered from· the 
Diversion Facility for purposes of funding the costs of operating and maintaining the Diversion Facility. 

Environmental.Review .. ' 

On June 4, 2002, after preparation and consideration of an Environmental Impact Report ("EIR") 
pursuant to the California Environmental Quality Act ("CEQA"), the Board of Supervisors of the Agency 
certified that the EIR fully complied with CEQA and·approved implementation of the Project subject to 
and contingent upon the approval of funding. for the Project through the assessment of landowners 
specially benefited by the Project. . 

Permits 
·•. ' ! . . 

The Agency has obtained all necessary permits for completion of the Project, including building 
and encroachment permits from the County, necessary permits from the State Department of 
Transportation, State Water Resources Control Board, State Department of Fish & Game, State 
Department of Water Resources, Division of Safety of Dams, Air Pollution Control District and the 
Federal Energy Regulatory Commission. The Agency has existing water right permits and licenses for 
the .Salinas Valley Water Project.. In order to complete the Salinas River Diversion Facility Project, the 
Agency has petitioned the State Water Resources Control Board to· make changes to such rights with 
respect to thepoint of, diversion of water from the Nacimiento Reservoir to the Diversion Facility and to 
conform the place of, use therefor. The changes require the completion of an administrative process with 
the State Water Resources Control Board. A protest was filed in connection with the Agency's requested 
changes. However, the protestor indicated that it was willing to.drop its protest if certain conditions were 
met. Such conditions .are. being satisfied and the Agency expects that its petitions will be granted in 
August 2008.: The Agency began constructi9n of the Project in April 2008 and expects to complete 
construction of the Project in September 2009. 
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Estimated Remaining Project Costs and Funding Sources 
. . 

The Agency has received bids for all components of the Project and estimates that remaining 
costs of the spillway modifications at Nacimiento Dam amount to ·approximately $14,079,057 and 
estimates that remaining costs of the Diversion Facility amount to approximately $17,796,293, for an 

. estimated combined total.of approximately $31,875,-350. The Agency expects to fund the.remaining costs 
of the Project from approximately $425,000 of funds on hand, $5,500,000 of grant funds from the State 
Water Resources Control Board pursuant to a Proposition 50 Integrated Regional Water Management 
Implementation Grant Agreement between the State Water Resources. Control Board and the Agency and 
Bond· proceeds. The Agency also expects to reimburse itself from Bond proceeds for certain.expenditures 
incurred prior to the issuance of the Bonds . 

.. 
RISK FACTORS 

. The following factors, along wiih th~ other information in this Official Statement, should be 
considered by potential investors in evaluating' the p~~chase of the Bonds. However, they do riot purport 
to be an exhaustive listing of risks and other considerations which may be relevant to an investm~nt in the 
Bonds. In addition, the order in which the following factors are presented is not intended to reflect the 
relqtive importqnce of any such risks. , , . . . ,. , 

The Bonds are Special Obligations of the Authority . - ' . . . , 
), ' . 1 ' • ' -,• . 

The Bonds are special obligations of the Authority, payable solely from the Authority Revenues 
. . . ' . ~ . "' . ' ' ' ' 1 ' . 
and the other assets pledged therefor _un?f~ the Indenture .. Neither the faith and. C!e.dit nor the taxing 
power of the Authority, the Agency or the State, or any political subdivision thereof, is pledged'to the 
payment of the Bonds. 

The Obligation to IVIake Installment Payments is a Special Obligation of the Agency 
. ' •. ' ._-1 . • . , 

. The obligation of the Agency to make the Installment Payments and other payments required to 
be made by it under the Installment Purchase Agreement' is a special obligati~n of the Agency, payable ip 
the manner provided in the Installment Purchase Agreement solely from 'the Revenues and other assets 
pl<;dged therefor under the Installment Purchase Agreement. Neither the faith and credit nor the taxing 
power of the Agency or the State, or any political subdivisiori thereof, is pledged to the payment of the 
Installment Payments or other payments required to be made by the Agency under the Instaliment 
Purchase Agreement. · · · · 

Natural Disasters 
. ' .· 

The Agency, like ali California co~~un,ities, may be subj~ct io' unpredi~t~ble seismic activity, 
fires due to the vegetation and topography, orflooding in the wake of fires or intqe event of unseasonable 
rainfall. There is significant potential for destructive g~qurid-shaking during the .qcctirrence of a 11,1ajor 
seismic event .. ln.addition, land susceptible.to seismic activity may be subject t9liquefaction during such 
an event. The occurrence of earthquakes, finis or flooding in or around the territory of the Agency, arhoiig 
other things, could (i) damage or destroy the Hydroelectric Facility reducing or ·eliminating the Ag.ency's 
ability to generate Hydr?electric Facility Revenues, (ii) damage or destroy the Project reducing the ability 
or willingness of property owners to pay their Assessments when due (even though legally obligated to do 
so), or (iii) result in substantial damage to other property and infrastructure in the territory of the Agency 
causing a reduction in the assessed value of taxable property within the territory of the Agency and 
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reduced Ad Valorem Taxes available to the Agency. The•Agency is not required• under• the Installment 
Purchase Agreement to, and it does not currently, maintain earthquake or flood insurance . 

,;• ·.' •• ·,\ \-i 
,, 

Hydroelectric'Facility Net·Revenues " · ,. 
J ·!:•' .; 

. . 

·- ·The availability of Hydroelectric Facility Net Revenues to make the lnstallment·Payments·due 
under the Installment Purchase'•Agreenient is· dependent upon• the generation of Hydroelectric Facility 
Revenues and-the amount of Hydroelectric Facility Maintenance and Operation .Costs. With respect to 
Hydroelectric' Facility -Revenues, the· genenition and sale of electricity generated at the Hydroelectric 
Facility is dependent• upon water; being accumulated in and released from the Nacimiento Dam.· To the 
extent the amount of water accumulated in the Nacimiento Dam is -reduced, due to lower rainfall or 
otherwise, less electricity will be generated at the Hydroelectric Facility resulting in less Hydroelectric 
Facility Revenue. With respect to Hydroelectric Facility Maintenance and Operation Costs, there can be 
no assurance that such expenses will be consistent with historic levels. A variety of factors could increase 
Hydroelectric Facility Maintenance and Operation Costs, including changes in technology, increases in 
the cost ofra* maie~ials' a~d increased'environmental n~guh1tiori. . .. ,_., \ ' ' ' . 

1 . \ 1 , ', • • · \ ··' • . • ' ~ '\ • , • · 1' , , ~" .~·, , , 
1 

• .. I ·, , 

Power Puhha~e Agreement With J>c&E: 
... , "' ' . ' . ' . 

The PG&E Agreement, as modified by the Amendment, is setto expire on July' 13,2012. Given 
the current demand for renewable energy sources, the Agency expects to be able to extend the PG&E 
Agreement or enter into a new agreement for the purchase and sale 'of electric energy generated· by the 
Hydroelectric Facility. However, the Agency cannot guarantee that it' will be able to extend the PG&E 
'Agreeme~t or eiiter iiito a ~ew a~eefu~'nt a;,d 'can~otmake any assurances as to the rate the Agency will 

•' '·.,, .. 'li· , .. _ -r··. <~ - .~ -·-. ~ .·,' ,,. , ,, • . 

be able to .obtain for the ,electric erieig):'gerierated by the Hydroelectric Facility in the future . 
. ·~· ;• • . '! ., ;j"'·,-:·.~ :·( . ! · .• :~--- :, ·t .. ·. '•"-' !1 . . . ~·. ' '. 

Limitations on Remedies 

Remedies available to.theOw~ers' ~ay'be limited by a\•ariety ~f factors and may lie inadequate 
to assure the timely payment of principal of and interest on the Bonds or to preserve the tax-exempt status 
'of the Bonds. Bond Counsel has limited its opinion as tci the enfori:e~bility of the Bonds and of the 
'Indenture to· th~ extent 'that enforceability may be limited by bankruptcy, insolvency, reorganization, 
. fr~udulent conveyance or transfer, moratorium, or others similar laws affecting generally the enforcement 
of creditor's rights, by equitable principles, by the exercise of judicial' discretion and by limitations on 
·rimi~ai~s· against public agencies in the. State. The lack· of ·availability of certain remedies or the 
limitation of remedies may entail risks of delay, limitation or modification of the rights of the Owners. 

Loss of Tax Exemption 

, .. As, discussed unde~. the caption "TAX MATTERS," interest on the Bonds could become 
includable in'gross income for purposes of Federal income taxation retroactive to the date the Bonds were 
issued, as a result ofacts o~ omi~sions ~f the AuthoritY' or 'the Agency in violation of the Internal Revenue 
Cbde .. Should s~~~-~n ~vent of taxability occur, the Bon'ds are not'subject to redemption and will remain 

. Outstanding mitil n'iat1lrity or until rectee~ned under the optional·· reilemption· or mandatory redemption 
provisions ofth~ Indenture. .. · - ' •· ' · '· 

; '• . ' . ,• ' ' . ..I 
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. LIMITATIONS ON TAXES AND APPROPRIATIONS. 

Article XJIIA of the California Constitution 

Article XTIIA of the California Constitution; adopted and known as Proposition 13, was approved 
by the voters in June 1978. Section !(a) of Article XIllA limits the maximum ad valorem tax on real 
property to I% of "full cash value," and provides that such tax shall be collected by the counties and 
apportioned according to State law. Section !(b) of Article XIIIA provides that the 1% limitation does 
not apply to ad valorem taxes levied to pay interest and redemption charges on (i) indebtedness approved 
by,the·voters prior to July I,. 1978, or (ii) bonded indebtedness for the acquisition or improvement of real 
property approved· on or after July I, 1978, by two-thirds of the votes cast on the proposition, or 
(iii) bonded indebtedness incurred by a school district or community college district for the construction, 
reconstruction, rehabilitation or replacement of school facilities or the acquisition or lease of real property 
for.. school facilities, approved by 55% of the voters of the district, but only if certain accountability 
measures are included in.t]le bond proposition.· . 

Section 2 of Article XIIIA defines "full. cash value" to mean the county assessor's valuation of 
real property as shown on the fiscal year 1975-76 tax bill, or, thereafter, the appraised value of.real 
property when purchased, newly constructed, or a change in ownership has occurred. The full cash value 
base may be adjusted annually to reflect inflation at a rate not to exceed 2% for any given year, or to 
reflect a reduction in the consumer price index or comparable data for the area under taxing jurisdiction, 
or may be reduced in the event of declining property value caused .by substantial damage, destruction-or 
other factors. Legislation enacted by the State Legislature to implement Article Xll!A provides that, 
notwithstanding any other law, local agencies may not levy any ad valorem property tax except the 1% 
base tax levied by each county and taxes to pay debt service on indebtedness approved by the voters as 
described above. 

Since its adoption, Article XIIIA has been amended a number of times. These amendments have 
created a number of exceptions to the requirement that property be reassessed when purchased, newly 
constructed or a change in ownership has occurred. These exceptions include certain transfers of real 
property between family members, certain purchases of replacement dwellings for persons over age 55 
and by property owners whose original property has been destroyed in a declared disaster, and certain 
improvements to accommodate disabled persons and for seismic upgrades to property. These 
amendments have resulted in marginal reductions in the property tax revenues of the Agency. 

Both the California· State Supreme.Court and the United States Supreme Court have upheld the 
validity of Article XI!Ik 

Section 51 of the Revenue and Taxation Code permits county assessors who have reduced the 
assessed valuation of a property as a result of natural disasters, economic downturns or other factors, to 
subsequently "recapture" such value (up to the precdecline value of the property) at an annual rate higher 
than 2%; depending on the assessor's measure of the restoration of value of the damaged property. The 
constitutionality of this procedure. was challenged in a lawsuit brought -in 200 I ·in the Orange .County 
Superior Court entitled, and in similar lawsuits brought in other counties, on the basis that the decrease in 
assessed value creates a .new "base year value" for purposes of Proposition 13. and that subsequent 
increases in the assessed value of a property by more than 2% in a single year violate Article Xlll A. On 
appeal, the California Court of Appeal upheld the recapture· practice in 2004, and the State Supreme Court 
declined to review the ruling leaving the recapture law in place. 
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Article XIIIR of the California Constitution 

In addition to the limits Article XIIIA imposes on property taxes thar·may be collected by local 
governments, certain other revenues of the State and local governments are subject to an annual 
''appropriations limit". or ~'Gann Limit" imposed·. by Article XIIIB of the State· Constitution, which 
effectively lifl!its the amount of such revenues that government entities are permitted to spend. · Article 
XIIIB, approved by the voters in June 1979, was modified substantially by Proposition Ill in 1990. The 
appropriations limit of each government entity applies to "proceeds of taxes," which consist of tax 
revenues, state subventions and certain other funds, including proceeds from regulatory licenses, -user 
charges or other fees to the extent that such proceeds exceed "the cost reasonably borne by such· entity in 
providing the regulation, product or service." "Proceeds of taxes" excludes tax refunds and some benefit 
payments such as unemployment insurance. No limit is imposed on the appropriation of funds which are 
notl'proceeds of taxes," such as reasonable user charges or fees, and certain other non' tax: funds. 

Article XIIIB also does not limit appropriation of local revenues to pay debt service on bonds 
existing or authorized by January I, 1979, or subsequently authorized by the voters, appropriations 
required to comply with mandates of courts or the federal government, appropriations for qualified capital 
outlay projects, and appropriation by the State of revenues derived from any increase in gasoline taxes 
and motor vehicle weight fees above January I, 1990, levels .. The appropriations limit may also be 
exceeded in cases of emergency; however, the appropriations limit for the three years following such 
emergency appropriation must be reduced to the extent by which it was exceeded, unless the emergency 
arises from civil disturbance or natural disaster declared by the Governor, and the expenditure is approved 
by two-thirds of the legislative body of the local government. 

The State and each local government entity has its own appropriations limit. Each year, the limit 
is adjusted to allow for changes, if any, in the cost of living, the population of the jurisdiction, and any 
transfer to or from another government entity of financial responsibility for providing services. 

Proposition.!!!- requires that each agency's actual appropriations be tested against its limit every 
two years. If the aggregate "proceeds· of taxes" for the preceding two-year period exceeds the aggregate 
limit, the excess must be returned to the agency's taxpayers through tax rate or fee reductions over the 
following two years. 

Article XIIIC of the California Constitution 

On November 5, 1996, the voters,ofthe State approved Proposition 218, the so-called "Right to 
Vote on Taxes Act." Proposition 218 added Articles XIIIC and XIIID to the State·Constitution, which 
contain a number of provisions affecting the ability of local agencies to levy and collect hoth existing and 
future taxes, assessments, fees and charges. Among other things, Article XIIIC establishes that every tax 
is either a "general tax" (imposed for general governmental purposes) or a "special tax:" (imposed for 
specific purposes); prohibits special purpose government agencies from levying general taxes; and 
prohibits any local agency from imposing, extending or increasing any special tax beyond its maximum 
authorized rate without a two-thirds vote. Article XIIIC also provides that no tax may be assessed on 
property other than ad valorem property taxes imposed in accordance with Articles XIII and XIIIA of the 
California Constitution and special taxes approved by a two-thirds vote under ArticleXIIIA, Section 4. 

i 

Article XIIIC also provides that the initiative power shall not be limited in matters of reducing or 
repealing local taxes, assessments, fees and chilrges. Although the matter is not free from doubt,- it is 
likely that Article XIIIC has not conferred on the voters the power to repeal or reduce the Assessments 
and Ad Valorem Taxes if such reduction would interfere with the timely retirement of the Bonds. 
Legislation adopted in 1997 provides that Article XIIIC shall not be construed to mean that any owner or 

38 



beneficial owner of a municipal security assumes the risk of or consents to any initiative measure which 
would constitute an impairment of contractual rights under the contracts clause of the U.S. Constitution . 

.• ,, The interpretation and application of Proposition 218 will ultimately be determined by the courts 
with respect to a number of the matters discussed above, and it is not possible at this time to predict with 
certainty the outcome of such determination. 

Proposition lA 

c , '·'·.Proposition lA, proposed by the Legislature in connection with the 2004-05 Budget Act and 
approved by the voters in November 2004, provides that the State may not reduce any local sales tax rate, 
limit existing local government authority to levy a sales tax rate or change the allocation of local sales tax 
revenues, subject to certain exceptions. Proposition lA ·generally prohibits the State .rrom shifting to 
schools or community colleges any share of property tax revenues allocated to local governments for any 
Fiscal Year, as set forth under the laws in effect as of November 3, 2004. Any change in the allocation of 
property tax revenues among local governments within a county must be approved by two-thirds of both 
houses of the Legislature. Proposition I A provides, however, that beginning in Fiscal Year 2008-09, the 
State may shift to schools and community colleges up to 8% of local government property tax revenues, 
which amount must be repaid, with interest, within three years, if the Governor proclaims that the shift is 
needed due to a severe state financial hardship, the shift is approved by two-thirds of both houses and 
certain other conditions are met. The State may also approve voluntary exchanges of local sales tax and 
property tax revenues· among local governments within a county. Proposition lA also provides that if.the 
State reduces the vehicle license fee rate currently in effect, 0.65 percent of vehicle value, the State must 
provide local governments with equal replacement revenues. Further, Proposition lA requires the State, 
beginning July I, 2005, to suspend State mandates affecting cities, counties and special districts, 
excepting mandates relating to employee rights, schools or community colleges, in any year that the State 
does not fully reimburse local governments for their costs to comply with such mandates. 

Future Initiativ.es 

Article XIIIA, Article XIIIB, Article XIIIC, Article XlllD, as well as Proposition I A, were each 
adopted as measures that qualified for the ballot pursuant to the State's initiative process. From time to 
time other initiative measures could be adopted, further affecting Agency's revenues or the Agency's 
ability to expend revenues. · 

THE AUTHORITY 

The Authority was formed pursuant to the provisions of Article 1 of Chapter 5 of.Division 7 of 
Title I of the Government Code of the State of.Califomia (the "Joint Powers Law") and the Joint Exercise 
of Powers Agreement, dated as of.Aprill, 1995 (the "JPA Agreement"), by and !Jetween the Agency and 
the County. The Authority was formed to assist in the financing of public capital improvements. 

The Authority functions as. an independent entity and its policies are determined by a five
member Board.of Directors consisting of the members of the Board.of Supervisors of the County elected 
from Supervisiorial Districts 1,.2 and 3 and the Chair and Vice Chair of the Board of Directors-of the 
Agency. The General Manager of the Agency, the Assistant Administrative Officer of the County, the 
Assistant General Manager of the Agency, the County Treasurer and the County Auditor-Controller serve 
as the Executive Director, Assistant Executive Director, Secretary, Treasurer and Controller, respectively, 
of the Authority. The County's County Counsel serves as counsel to the Authority. The Authority has no 
employees and all staff work is performed by the County, the Agency or consultants. 
:v 
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Undecthe''JPA·Agreement,.·the Authority is empowered to assist"in-providing .financing for 
purposes that are authorized under the· Joirit Powers Law; including the financing of public capital 
improvements, through tl1e issuance of revenue bonds in accordance with the Joint Powers Law. To 
exercise its powers, the Authority is authorized, in its own name, to do all necessary acts, including· but 
not limited to making and entering into contracts; employing agents• arid employees; and to sue or be sued 
in it~ own name. 

THE BONDS ARE SPECIAL OBLIGATIONS OF THE AUTHORITY, PAYABLE SOLELY 
FROM THE AUTHORITY REVENUES AND THE OTHER ASSETS PLEDGED THEREFOR 
UNDER THE-INDENTURE. NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF 
THE AUTHORITY, THE AGENCY OR THE STATE, OR ANY POLITICAL SUBDIVISION 
THEREOF, ·-IS PLEDGED TO THE PAYMENT OF THE BONDS. NOTWITHSTANDING. 
ANYTHING CONTAINED IN THE INDENTURE, THE AUTHORITY SHALL NOT BE REQUIRED 
TO ADVANCE ANY MONEY DERIVED FROM ANY SOURCE OF INCOME OTHER THAN THE 
AUTHORI'f.Y REVENUES AS PROVIDED IN THE INDENTURE· FOR THE PAYMENT OF•THE 
INTEREST ON OR PRINCIPAL OF OR REDEMPTION PREMIUMS, IF ANY, ON THE BONDS OR 
FOR THE PERFORMANCE OF ·ANY AGREEMENTS OR COVENANTS CONTAINED IN THE 
INDENTURE. THE· OBLIGATION OF THE AGENCY TO MAKE THE· INSTALLMENT 
PAYMENTS AND OTHER PAYMENTS REQUIRED TO BE MADE BY IT UNDER THE 
INSTALLMENT-PURCHASE AGREEMENT IS' A:SPECIAL OBLIGATION OF THE AGENCY., 
PAYABLE IN THE MANNER PROVIDED IN:THE INSTALLMENT--PURCHASE AGREEMENT 
SOLELY FROM·THE REVENUES AND OTHER ASSETS PLEDGED THEREFOR UNDER< THE 
INSTALLMENT- PURCHASE AGREEMENT. NEITHER THE 'FAITH AND <':REDIT NOR THE 
TAXING POWER OF THE AGENCY OR THE STATE,·OR ANY POLITICAL SUBDIVISION 
THEREOF, IS PLEDGED TO THE PAYMENT OF THE INSTALLMENT PAYMENTS OR-OTHER 
PAYMENTS 'REQUIRED TO BE MADE BY Ti:IE AGENCY UNDER 'THE ·INSTALDMENT 
PURCHASE AGREEMENT. · ·· ' '' ;'•... ·.·· ' ., • · ,. 

The Authority may issue obligations other than the Bonds, which other obligations are and will 
be secured by instruments and revenues separate and apart from the Indenture and the Bonds. The 
holders of such obligations of the Authority.· have no claim on· the'secuntY of the Bonds 'and the owners of 
the Bonds will have no claim' ori the security of such other obligatioiis<i§sued by the Authority.· "- · • '·. 

,, , • · , , . 1 , , ,o:.,:." ! • r,:,; 1 1., 

THE AGENCY 

General 

• ' ·The'Agency is a flood control iuid'water agency formed in 1990'-pursuant to the'Monterey County 
Wa:ter Re'sources 'Agency (the -~Act")· as a successor to the Monterey CountY Flood Control and Water 
ConserVation" Elistrict (formed in I 947): ·The Agency's service area :consists of all of the 'territory of !lie 
County. The Agency is governed by'a:board-ofsupervisors comprised of the five members of the Board 
of Supervisors of the County serving ex officio. The board of supervisors is advised by a nine member 
board of directors.- Five directots are· appointed; one each by each member of the l:ioard of supervisors, 
and four·bya ri1ajority vote of the supervisors'from nominees submitted by local groups and organizations 
set forth•in tlie Act · · ·· ' · · ' ' · '' · 

"' 

Ag~ncy Functions and Powers: . '.' 
',. 

· The A:gency'was formed to provide for-the control of the flood and storm·waters ofthe County, to 
conserve those waters 'for· beneficial and· useful purposes by spreading, storing arid retaining them; to 
prevent and deter the loss of usable groundwater through intrusion of seawater and to obtain, retain and 
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reclaim drainage, storm, flood and other waters for beneficial use within the County. The Agency 
provides flood control and manages, protects and enhances the quantity and quality of water for the 
County. The Agency is currently engaged in the development and management of facilities relating to 
water· reclamation, water.distribution, seawater intrusion prevention, dams and-levees, water conservation, 
generation of hydroelectric energy, groundwater management and drainage. 

The Agency is empowered to: acquire, hold and sell real and personal property both within and 
without the borders of the County; cooperate and act in conjunction with county, State, federal and 
private entities to control flood or storm waters and to conserve water; incur indebtedness and issue 
bonds; cause taxes or assessments to be levied and collected in order to pay any obligation of the Agency 
and to carry out any of the purposes of the Act; exercise the power of eminent domain; generate, deliver 
and sell hydroelectric power; fix and charge water standby or availability charges for any lands to which 
water is made available by the Agency (whether the water is actually used or not), which charges shall be 
used for ongoing maintenance and operation of the zones of the Agency upon which the charge is levied 
as well as for the retirement of any bonded indebtedness attributable to that zone; fix and impose water 
reclamation charges on any persons who extract water from the Salinas Valley Groundwater Basin, which 
charges may be used only to pay for costs associated with reclamation facilities; through its board of 
supervisors, levy ad valorem taxes or assessments upon all property in the agency to pay. the general 
administrative costs and expenses of the Agency and to carry out any object or purpose of the Act of 
common benefit to the Agency; through its board of supervisors, levy taxes and assessments on any of the . 
zones to pay the costs and expenses of carrying out any of the purposes of the Act of special benefit to the 
zone ·or zones taxed, including the costs of constructing, maintaining, operating, extending, repairing or 
otherwise improving any or all. works or improvements established or to be established within or on 
behalf of the respective zone or zones; and, levy a tax or assessment each year to pay for the bonded 
indebtedness chargeable to such zone or zones. 

There are currently seventeen zones and two maintenance districts within the territory of the 
Agency relating to approximately twenty-seven· Agency projects and programs. Zones are formed by 
resolution of the board of supervisors of the Agency and additional areas may be annexed to an existing 
zone either by board resolution or through petition by those residing in the area to be annexed, which in 
some cases requires an-election. 

Any charges fixed by the Agency, including water tolls or charges, are a lien on all property 
against which the charge is imposed or to which the water is delivered and shall have the same force and 
effect as other liens for taxes, subject to the same enforcement tools as liens for state and county taxes. 
Assessments are set by board of supervisors resolution, or, if certain protest conditions are present, by 
zone landowner election where each landowner is. entitled to one vote per acre owned, but after the initial 
year's approval assessments are not subject to the usual protest procedures and election requirements 
unless an increase in the assessment amount is sought. Assessments are also subject to the use of the 
referendum power. Assessments are levied and collected together with taxes for County purposes, but are 
held in the County treasury to the credit of the Agency. 

Presently, separate audited financial statements are not prepared for the Agency but, rather, the 
financial statements for the Agency are consolidated with the audited financial statements for the County 
of Monterey. The County's audited financial statements for the Fiscal Year ended June 30, 2007 are 
included as Appendix A, and should be read in their entirety. Bartig, Basler & Ray, LLP, the County's 
independent auditor, has not been requested to consent to the use or to the inclusion of its report in this 
Official Statement, and it has neither audited nor reviewed this Official Statement. 

Although the financial statements for the Agency are consolidated with the audited 
financial statements for the County, the Agency is a legally separate entity. Neither the faith and 
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credit nor 'the taxing power of the County is pledged to the payment of the Installment Payments or 
other payments required to be· made by the Agency under the Installment Purchase Agreement. 
The obligation· of the Agency to· make the Installment Payments and other payments required to be 
made by it under the Installment Purchase Agreement is a special obligation of the Agency, payable 
in the manner provided in the Installment Purchase Agreement solely from the Revenues and other 
assets pledged therefor under the Installment Purchase Agreement. 

. "• -! ' . 

CONTINUING DISCLOSURE 

The Authority has covenanted for the benefit of the Owners and beneficial owners of the Bonds 
to provide certain financial information and operating date relating•to the Agency (the ~'Annual Report"), 
commencing with the Annual Report for the 2007-08 fiscal year, and to provide notice of the occurrence 
of certain enumerated events, if material. The Annual Report will be filed by Union Bank of California; 
N.A., as dissemination agent (the "Dissemination Agent") on behalf of the Authority with each Nationally 
Recognized Municipal Securities-Information Repository and the State Repository, if any. The notices of 
material events will be filed by the Dissemination Agent,on behalf of the Authority with the Municipal 
Securities Rulemaking Board and the State Repository, if any. The specific nature of the information to 
be contained in the Annual Report or the notices of material events· is set forth in Appendix E- "FORM 
OF CONTINUING DISCLOSURE AGREEMENT.'.' These covenants have·been made in order to assist 
the Underwriter.in complying with S.E.C. Rule 15c2-12(b)(5) ("Rule 15c2-12"). The Authority has not 
previously had occasion to undertake continuing disclosure responsibilities with respect to. Rule 15c2-12 
and; therefore, has -not previously failed to comply in all material respects with any. previous undertakings 
with. respect to said rule to provide annual reports or notices of material events. The Agericy has not 
previously had occasion to undertake continuing disclosure responsibilities with respect to Rule 15c2-12 .. 

- ' ' -. ~ . . . . 
RATINGS 

,I' 

Fitch, Inc. ("Fitch"), Moody's Investors Service ("Moody's") and Standard & Poor's, a division 
of. The .McGraw-Hill Companies, Inc. (;~S&P") are expected to assign the Bonds the ratings of ''AAA;:' 
"Aaa," and "AAA,':. respectively, with ,the understanding that upon delivery of the·Bonds, the Insurance 
Policy will be issued by the Insurer. These ratings reflect the rating agencies' views of, the 
creditworthiness of the Insurer. In addition, Fitch, Moody's and S&P have assigned the Bonds 
underlying ratings of "A+," "A2" and "AA-," respectively. The rating agencies may have obtained and 
considered information and material which has not been included ,in this Official Statement. Generally, 
the rating agencies base their ratings on information and material so furnished and on investigations, 
studies and assumptions made by them. The ratings are not a recommendation to buy, sell or hold-the 
Bonds. The ratings reflect only the views of each,rating agency with respect to its respective rating and 
an explanation ofthe.significance of such rating-may be obtained from it. No assurance can be given that 
the rating of a rating agency will be maintained for any giveh period of time or that the rating may not. be 
revised downward or withdrawn entirely by the rating agency, if in its own judgment, circumstances 
wan·ant. Any such downward change in or withdrawal may have an adverse effect on the market price of 
the Bonds. Neither the Underwriter, the Authority or the Agency have undertaken any responsibility after 
the offering. of the Bonds to assure the. maintenance of the ratings or· to oppose any such revision or 
withdrawal.· r · 

On July 21, 2008, Moody's issued a press release stating· that it bad placed the ,"Aaa" 
insurance , financial strength rating of the Insurer under review , for possible downgrade. Any 
downgrade of such rating may have. an ·adverse effect on the market price·of the Bonds. See 
"BOND INSURANCE- The Insurer- Recent Developments." 
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TAX MATTERS 

In the opinion of Orrick, Herrington & Sutcliffe LLP ("Bond Counsel"), bond counsel to the 
Authority, based upon an analysis of existing laws, regulations, rulings and court decisions, and 
assuming, among other matters, the accuracy of certain representations and compliance with certain 
covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under 
Section I 03 of the Internal Revenue Code of 1986 (the "Code") and is exempt from State of California 
personal income taxes. Bond Counsel is of the further opinion that interest on the Bonds is not a specific 
preference item for purposes of the federal individual or corporate alternative minimum taxes, although 
Bond Counsel observes that such interest is included in adjusted current earnings when calculating 
corporate alternative minimum taxable income. A complete copy of the proposed form of opinion of 
Bond Counsel is set forth in Appendix D hereto. 

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at 
maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the 
term of such Bonds), the difference constitutes "original issue discount," the accrual of which, to the 
extent properly allocable to each beneficial owner thereof, is treated as interest on the Bonds which is 
excluded from gross income for federal income tax purposes and State of California personal income 
taxes. For this purpose, the issue price of a particular maturity of the Bonds is the first price at which a 
substantial amount of such maturity of the Bonds is sold to the public (excluding bond houses, brokers, or 
similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers). 
The original issue discount with respect to imy maturity of the Bonds accrues daily over the term to 
maturity of such Bonds on the basis of a constant interest rate compounded semiannually (with straight
line interpolations between compounding dates). The accruing original issue discount is added to the 
adjusted basis of such Bonds to determine taxable gain or loss upon disposition (including sale, 
redemption, or payment on maturity) of such Bonds. Beneficial owners of the Bonds should consult their 
own tax advisors with respect to the tax consequences of ownership of Bonds with original issue discount, 
including the treatment of beneficial owners who do not purchase such Bonds in the original offering to 
the public at the first price at which a substantial amount of such Bonds is sold to the public. 

Bonds purchased, whether at original issuance or otherwise, for an amount higher than their 
principal amount payable at maturity (or, in some cases, at their earlier call date) ("Premium Bonds") will 
be· treated as having amortizable bond premium. No deduction is allowable for the amortizable bond 
premium in the case ·of bonds, like· the Premium Bonds, the interest on which is excluded from gross 
income for federal income tax purposes. However, the amount of tax-exempt interest received, and a 
beneficial owner's basis in a Premium Bond, will be reduced by the amount of amortizable bond premium 
properly allocable to such beneficial owner. Beneficial owners of Premium Bonds should consult their 
own tax advisors with respect to the proper treatment of amortizable bond premium in their particular 
circumstances. 

The Code imposes various restrictions, conditions and requirements relating to the exclusion from 
gross income for federal income tax purposes of interest on obligations such as the Bonds. The Authority 
and the Agency have made certain representations and covenanted to comply· with certain restrictions, 
conditions and requirements designed to ensure that interest on the Bonds will not be included in federal 
gross income. Inaccuracy of these representations or failure to comply with these covenants may result in 
interest on the Bonds being included in gross income for federal income tax purposes, possibly from the 
date of original issuance of the Bonds. The opinion of Bond Counsel assumes the accuracy of these 
representations and compliance with these covenants. Bond Counsel has not undertaken to deterriline (or 
to inform any person) whether any actions taken (or not taken), or events occurring (or not occurring), or 
any other matters coming to Bond Counsel's attention after the date of issuance of the Bonds may 
adversely affect the value of, or the tax status of interest on, the Bonds. Accordingly, the opinion of Bond 
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Counsel is not intended to, and may not, be relied upon in connection with any such actions, events or 
matters. 

Although Bond Counsel is of the optmon that interest on the Bonds is excluded from. gross 
income for federal income tax purposes and is exempt from State of California personal income taxes, the 
ownership or disposition of, or the accrual or receipt of interest on, the Bonds may otherwise affect a 
beneficial owner's federal, state or local tax liability. The nature and extent of these other tax 
consequences depends upon the particular tax status of the beneficial owner or the beneficial owner's 
other items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax 
consequences. , .... 

Future legislative proposals, if enacted into law, clarification of the Code or court decisions may 
cause interest on the Bonds to be subject, directly or indirectly, to federal income taxation or to be subject 
to or exempted from state income taxation, or otherwise prevent beneficial owners from realizing the full 
current benefit of the tax status of such interest. The introduction or enactment of any such future 
legislative proposals, clarification of the Code or court decisions may also affect the market price for, or 
marketability of, the Bonds. Prospective purchasers of the Bonds should consult their own tax advisors 
regarding any pending or proposed federal or state tax legislation, regulations or litigation, as to which 
Bond· Counsel expresses no opinion. 

The. opinion of Bond Counsel is based on current legal authority, covers certain matters not 
·directly addressed by such authorities, and represents Bond Counsel's judgment as to the proper treatment 
of the Bonds for federal income tax purposes. It is not binding on the Internal Revenue Service ("IRS") 
or the courts. Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about 
the future activities of the Authority, or about the effect of future changes in the Code, the applicable 
regulations, the interpretation thereof or the enforcement thereof by the IRS. The Authority has 
covenanted, h01yever, to comply with the requirements of the Code. 

Bond Counsel's engagement with respect to the Bonds ends with the issuance of the Bonds, and, 
unless separately engaged, Bond Counsel is not obligated to defend the Authority or the beneficial owners 
regarding the tax-exempt status of the Bonds in the.event of an audit examination by the IRS. Under 
current procedures, parties other than the Authorityand their appointed. counsel, including the beneficial 
owners, would have little, if any, right to participate in the audit examination process. Moreover, because 
achieving judicial review in connection with an audit examination of tax-exempt bonds is difficult, 
obtaining an independent review of IRS. positions with which the Authority legitimately disagrees may 
not be practicable. Any action. of the IRS, including but not limited to selection of the Bonds for audit, or 
the course or result of such audit, or an audit.of bonds presenting similar tax issues may affect the market 
price for, or the .. marketability .of, the Bonds, and may cause the Authority or the. beneficial owners to 
incur significant expense. 

CERTAIN LEGAL MATTERS 

The validity of the Bonds and certain other legal matters are subject to the approving opinion of 
Orrick, Herrington & Sutcliffe LLP; Bond Counsel to the Authority. Bond Counsel, as such, has not 
undertaken any responsibility for the accuracy, completeness or fairness of this Official Statement and 
expresses no opinion as to the matters set forth herein. A complete copy of the proposed form of Bond 
Counsel opinion is captained in Appendix D hereto and will accompany the Bonds. Certain legal matters 
will be passed upon for the Agency and the Authority by County of Monterey Office of County Counsel, 
Salinas, California, and by Orrick, Herrington & Sutcliffe LLP, as Disclosure Counsel; and for the 
Underwriter by Jone~ Hall, A Professional Law Corporation, San Francisco, California. 
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FINANCIAL INTEREST 

Payment of the fees and expenses of Bond .Counsel, Disclosure Counsel and Underwriter's 
·counsel is contingent upon the issuance and delivery of the Bonds. From time to time, Orrick, Herrington 
& Sutcliffe LLP represents the Underwriter on matters unrelated to the Bonds. 

ABSENCE OF MATERIAL LITIGATION 

At the time of delivery of and payment for the Bonds, the. Authority and the Agency, as 
applicable, will certify that there is no action, suit, proceeding, inquiry or investigation, at law or in 
equity, before or by any court or governmental or public entity pending or, to the best knowledge of the 
Authority or the Agency, as applicable, threatened against such entity (i) which affects or seeks to 
prohibit, restrain or enjoin the execution or delivery of the Bonds, the Indenture, the Installment Purchase 
Agreement or the Continuing Disclosure Agreement, (ii) contesting the validity of the Bonds, the 
Indenture, the Installment Purchase Agreement.or the Continuing Disclosure Agreement, the powers of 
the Authority or the Agency, as applicable, to enter into or perform its obligations under the Indenture, 
the Installment Purchase Agreement or the Continuing Disclosure Agreement, or the existence or powers 
of the Authority or the Agency, or (iii) which, if determined adversely to the Agency, would materially 
impair the Agency's. ability to meet its obligations under the Installment Purchase Agreement or 
materially and adversely affect the Agency's financial condition, 

The Agency does have claims pending against it The aggregate amount of the uninsured 
liabilities of the Agency which may result from all claims will not, in the opinion of the Agency, 
materiaily affect the Agency's. finances or impair its ability to make Installment Payments under the 
Installment Purchase Agreement 

UNDERWRITING 

The Bonds are to be purchased by Morgan Stanley & Co. Incorporated (the "Underwriter"). The 
Underwriter has agreed, subject to certain terms and conditions set forth in the Bond Purchase 
Agreement, dated July I 6, 2008, by and among the Underwriter, the Authority and the Agency, to 
purchase the Bonds at a purchase price of $33,331,672.53 (which represents the aggregate principal 
amount of the Bonds, plus $763,468.65 of net original issue premium, and less $286,796.12 of 
Underwriter's discount). The Underwriter will purchase all the Bonds if any are purchased. The Bonds 
may be offered and sold to certain dealers (including dealers depositing said Bonds into investment trusts) 
and others at prices lower than the initial public offering price, and the public offering price may be 
changed from time to time by the Underwriter. 
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c.MISCELIJANEOUS 

References are· made herein·to certain documents and reports which are brief summaries thereof 
which do noi-purport·to be·complete or'definitive and reference is made to such documents andreports 
for full and complete statements of the contents-thereof.. 

Any statements in this Official Statement involving matters of opinion. whether or not expressly 
so stated, are intended as such and not as representations of fact. This Official Statement is not to be 
construed- as a· contract or agreement between the Agency and the purchasers· or· Owners of any of 
the Bonds. · .. "· , .. __ ' : ·, 

The execution and delivery.of this Official Statement has been duly authorized by the Authority 
and'the'Agency. 
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December 17, 2007 

To the Board of Supervisors and the Citizens of The County of Monterey: 

I am pleased· to present this Fiscal-Year 2006-2007 Comprehensive Annual Financial Report 
(CAFR) for the County of Monterey. This CAFR is intended to present information above and 
beyond what is required by generally accepted accounting principles or State Law. 

It is my hope that this report will give the Board of Supervisors, the residents of Monterey 
County and other users a broader view and understanding of County financial operations and to 
further assist the users of our financial statements in assessing the financial condition of the 
County. ·' 

This CAFR is in compliance with Sections 25250 & 25253 of the Government Code of the State 
of California. These statutes require all general-purpose local governments to issue an annual 
report on the financial position and activities of that government. The report must be presented in 
conformance with generally accepted accounting principles (GAAP) and must be audited by an 
independent firm of certified public accountants (CPA) in conformance with generally accepted 
auditing standards (GAAS). The financial statements contained in this CAFR meet these 
requirements. 

This report contains management representations and is prepared by the Office of the Auditor
Controller. Monterey County management (management) is responsible for the accuracy of the 
presented data, and the completeness and fairness of the presentation. To provide reasonable 
assurance of accuracy of the information presented in these financial statements and to protect 
County assets, management has instituted an internal control framework. This framework 
consists of policies, procedures and computer-based accounting and management information 
systems sufficient to ensure reliable information for the preparation of the County's financial 
statements in conformity with GAAP. 

The financial statements and accompanying Notes to the fmancial statements (Notes) contained 
in this CAFR have been audited by Bartig, Basler & Ray, a Professional Corporation of Certified 
Public Accountants (BB&R). Their audit was performed in accordance with GAAS. The auditors 
have concluded, based on their audit that the financial statements combined with the 
accompanying Notes present fairly, in all material respects, the financial condition of Monterey 



County as of June 30, 2007. A copy of their report is included on page 1 in the "Financial 
Section" of this CAFR. 

In planning and performing the audit of the financial statements, BB&R considered the internal 
control structure of the County in order to determine appropriate audit procedures. During this 
review, no required reportable conditions were noted, however several opportunities to 
strengthen internal control and operating efficiency were recommended. This information was 
presented in a letter to the Board of Supervisors and management. 

This report includes all of the funds of the County of Monterey, the Redevelopment Agency of 
the County of Monterey, Monterey County Water Resources Agency, all County Service Areas, 
all County Sanitation Districts except Seaside County Sanitation District, Nacimiento 
Hydroelectric Operations, Monterey County Financing Authority, and Natividad Medical Center. 
Although all these entities (except for Natividad Medical Center) are legally separate from the 
County, the County Board of Supervisors serve as the governing board of each entity and the 
entities meet the test required by GAAP to be presented as blended component units in the 
County Financial Statements. 

In addition, individual financial statements arc available for many of the above component units 
and can be obtained by contacting the Office of the Auditor-Controller of the County of 
Monterey. 

Management is required by GAAP (GASB 34) to provide a management discussion and analysis 
(MD&A) in conjunction with financial statement reporting. The purpose of the MD&A is to 
introduce .the basic financial statements and to provide an analytical overview of the financial 
activities of the County. The MD&A begins on page 3 in the "Financial Section" of this CAFR. 

PROFILE OF THE COUNTY OF MONTEREY 

Overview of the County 

Monterey, described as the "Greatest meeting of land and sea" celebrated its quadricentennial in 
2002. In 1602, Spanish merchant Sebastian Vizcaino·became the first European on the Monterey 
Peninsula. He christened Monterey after the viceroy of New Spain, Count de Monte Rey. 
Eventually, the City of Monterey served as California's first capital, where the State constitution 
w·as signed in 1849. Monterey County is one of the 27 original California counties, incorporating 
in I 850. 

The County is a general law county: The County government is comprised often elected officials 
including a five-member Board of Supervisors, the Assessor-Clerk-Recorder, the Auditor
·Controller, the District Attorney, the Sheriff and the Treasurer-Tax Collector; all elected to four
year terms. A County Administrative Officer (CAO) is appointed by the· Board of Supervisors 
and functions as the Chief Executive. Averaging 4,584 full-time equivalent employees, the 
County government provides a full range of public services including public safety, roads and 
facilities, social services, administrative services, health services, -sanitation services and leisure 
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services. Typically, the department heads who run these operations, other than the elected 
department heads, report to the CAO. 

With an area ·of about 3,300 square miles, the· County of Monterey-borders the Pacific Ocean 
almost at the midpoint of California with 99 miles of coastline. The County is located about 1 DO 
miles south of San Francisco and 240 miles north of Los Angeles. It is bordered by Santa Cruz 
County to the north, San Benito (originally part of Monterey County), Fresno and Kings 
Counties to the east and San Luis Obispo.County to the south .. The January I, 2007 estimated 
population of the County is 410,206, down 3.4% from 2006. About 98% of the 3,300 square 
miles in the County are outside of a municipality, with about 25% of the residents living in these 
unincorporated areas. The City of Salinas is the County's largest city with approximately 
148,350 residents as of January I, 2006, down .3% over 2005, and serves as the County seat. 
The eleven other incorporated cities are Carmel-by-the-Sea, . Del Rey Oaks, Gonzales, 
Greenfield, King City, Marina, Monterey, Sand City, Seaside,.Soledad·and Pacific Grove. 

There are two distinct sub-regions in the County. One is the Monterey Peninsula, ·world famous 
for beautiful ocean views, _opulent homes, 17-mile drive, delicious seafood and world-class golf 
courses. The other, the Salinas Valley, is equally renowned as an area full of fertile farmland, 
running almost the entire length of the County and is one of the world's most fertile major 
vegetable producing areas. 

The County also benefits from two wilderness areas set aside for recreational enjoyment, 
consisting of 468,538 total acres. The Los Padres National Forest has 304,035 acres and the 
Ventana \Vildemess totals 164,503 acres .. 

LOCAL ECONOMY 

The local. e~onomy centers on Agribusiness, Tourism. and Govemmeni. Service occupatic;ns, 
agriculture and government combined provided 63% of the County's.employment base. 

Agribusiness: 

Monterey County is the third highest agricultural-producing county in the State. According to 
the Monterey County Agricultural Commissioner, the gross ·production value of County 
agribusiness in calendar year 2006 was $3.5 billion dollars. This is an increase of more than 4% 
over the 2005 number of $3.3 billion. Agribusiness continl_led to prosper despite the obstacles 
that plagued the industry this past year. 

Monterey County has 2,127,359 total acres, out of which approximately 240,400 acres are prime 
or important farmland, over one million acres are grazing land and 764,982 acres are in the 
Williamson Act Agricultural Preserves and Farmland Security Zones. From June 2006 to 
June 2007, the California Employment Development Department reported a decrease of 3,400 
farm-related jobs, from 52,600 to 49,200. · 
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Table is in millions per Calendar Year: 

Year 
2006 
2005 

Vegetables 
$2,386.8 
$2,323.4 

Fruit & 
Nuts 

$699.3 
$6S5.6 

Nursery 
$339.2 
$276.2 

Live Stock 
Dairy 
$38.3 
$40.2 

Field 
Crops Seed Apiary TOTAL 
$16.9 $9.6 $.04 $3,490.1 
$15.5 $6.0 $.03 $3,346.9 

Wine grape production value came in closer to historical averages, declining $36.6 million or 
14% below last year's record-breaking values. As the demand for organic an'd miscellaneous 
vegetables climb, organic acreage has grown from 16,410 acres, valued at $155,536,239 in 2005 
to 17,357 acres at $226 million in 2006, a respectful 8.5% increase, while the miscellaneous 
category rose 11% on stronger pricing. Both categories should continue to enjoy an upward trend 
in their relatively new industry status. In addition, the U.S. Department of Agriculture has 
proposed a farm bill which dedicates $5 billion to support several locally grown crops. This is 
historic in that funds have never been specifically "Set aside for specialty crops. 

Monterey County's agricultural industry continues to be the leader in the local economy, as well 
as within California, with more than forty ( 40) crops exceeding $2.7 million in production value. 
In 2006, some 590 million pounds of Monterey County produce were shipped to more than fifty 
(50) countries. 

Tourism: 

Tourism is the second largest industry in the County and continues to increase; generating $2.16 
billion in gross revenue in calendar year 2006, an increase of .18 billion from 1.98 billion in 
2005. According to information gathered from Economic Fast Facts, a website specializing· in 
economic statistics, contributing factors are The Car Week (Concourse) and the Monterey Bay 
Aquarium, both reporting record-breaking attendance. Monterey County Transient Occupancy 
Tax (TOT -Hotel Tax) for fiscal year 2006-07 was tip $1.34 million over the previous year, an 
increase of 7.97%. Interestingly, there were fewer people employed by the tourism industry in 
2006, numbering ·22,700 people, dowri 1,300 from 2005. 

Sales & Use Tax Trends (net collections on a cash basis): 

FY 2002-2003 FY 2003-2004 FY 2004-2005 FY 2005-2006 FY 2006-2007 
Unincorporated 

$6,840,749 $6,836,761 $7,578,948 $8,469,51i8 $8,045,626 
Area 

%Increase -8.0% 0.0% 11.0% 12.0% 2.0% 

Countywide $49,251,646 $48,893,588 $52,762,320 $56,396, I 08 $57,772,717 

%Increase -3.37% -0.01% 7.91% . 6.72% 2.60% 

Unincorporated as 
% of Countywide 13.9% 14.0% 14.4% ·, 15.0% 15.0% 
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County receipts of sales tax increased 2% in fiscal year 2006-07 over fiscal year 2005-06, which 
was very modest compared to the prior two fiscal years. An increase in sales taxes from hotels, 
restaurants, groceries and fuel is largely attributable to climbing prices, which were then offset 
by a decrease in housing/building related materials sales. 

Sales Tax in the CAFR does not reflect the actual sales tax. This is due to the State of California 
taking 25% of all local government sales tax to pay for State Deficit Reduction Revenue Bond 
Debt Service ($2,209,621 from Monterey County); more fully explained in the "Triple Flip" 
section on page xii. The State repayment of 25% Sales Tax is shown on the Government-wide 
statements in property tax. 

Employment: 

The.substantial seasonal employment involved in the tourism and agriculture industries generally 
results· in higher average and large fluctuations in the unemployment rates for the County. 
Consequently, according to the State Employment Development Department, in 2006-07 
unemployment varied from a high of l 0.8% in January 2007 to a low of 4.6% in October 2006 
compared to a statewide average of 5.3% in January 2007 and 4.4% in October 2006. This is 
compared to 2005 numbers for the County from a high of 10.7% in January to a low of 5.0% in 
October. 

Overall, the State of California and the County of Monterey both had lower unemployment rates 
for all periods ranging from the slight increase of 0.3% to l.l% reductions for FY 07 from FY 
06. 

Housing: 

The 2006 median price of a home in Monterey County was $655,700 down slightly from 
$659,000 in 2005, a .5% decrease. Total sales continued to decrease, dropping another 34.7%. 
Average days on the market were 110, up from 88 days in 2005. According to local real estate 
information, the trend is that sellers are staying close to the asking pric'e. This has resulted in 
fewer offers being accepted, with a high percentage of homes. falling out of escrow. For the 
homes that sell, buyers are paying around 95%, of the seller's asking price. 

Government: 

Various government agencies provide work for almost 19% of the County's employed workers, 
with almost 70% of that number working for local governments. 

Total expenses (accrual basis) of all County Funds for fiscal year 2006-07 was $668.9 million, an increase 
of $4.4 milli~n or 0.6% over fiscal year 2005-06 totals of $664.5 million, and $8.5 million or 1.3% over 
fiscal year 2004-05 totals of $660.4 million. 
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FACTORS AFFECTING FINANCIAL CONDITION 

Accounting Information 

The accounts of the County are organized on the basis of funds, each of which is considered a 
separate entity. The operations of each fund are accounted for with a separate set of self
balancing accounts that comprise its assets, liabilities, net assets, revenues and expenditures or 
expenses as appropriate. Government resources are allocated·to and accounted for in individual 
funds based upon the purposes for which they are to be spent and the means by which the 
spending activities are controlled. 

Budgetary Process 

The County is required by State law to adopt a balanced budget by July I of each fiscal year. 
The process begins in December with budget instruction's issued to departments by the County 
Administrative Officer (CAO). The various departments .develop departmental budget requests 
by ApriL After the CAO reviews the various departmental requests, the CAO prepares the 
County recommended budget, which is summarized by program cost centers, and submits it to 
the Board of Supervisors prior to budget hearings in June. July 1 is the start of the fiscal year. 
The County Auditor-Controller is responsible for monitoring and reporting expenditures within 
budgeted appropriations. The Board of Supervisors has established a Budget Committee with 
two members of the Board of Supervisors. This committee meets monthly to review financial 
and program issues of the County. Each quarter the Board of Supervisors receives a summary 
review of the County's operating results as compared to the budget, with an analysis by the CAO. 
The legal level of budgetary control is at the Department leveL 

Budget information is presented for the general fund, special revenue funds, debt service funds 
and capital project funds. This budget data is prepared on the modified accrual basis consistent 
with :comp'arable. actual amounts. Budgets are also adopted for the enterprise fund (Natividad 
Medical Center). Budget appropriations are presented for the original budget and the final 
budget, which is the original amounts adjusted by budget transfers and appropriation 
amendments. Variances on "Budget Comparison Statement" are measured against the final 
budget 

Encumbrance accounting is utilized during the year for budget control purposes. Encumbrances 
outstanding at year-end do not constitute expenditures or liabilities, but rather restrictions 
(reserves) of net assets. The County does, however, honor the contracts represented by.year-end 
encumbrances. Unencumbered budget appropriations lapse at the end of the fiscal year. Board of 
Supervisors policy requires re-appropriation of carryover capital improvement projects on an 
annual basis after review of each project status. 

The County Administrative Officer or his designee approves amendments or transfers of 
appropriations between major object classes of expenditure within the same department The 
Board approves supplemental appropriations, which are normally financed by unanticipated 
revenues during the year. 
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Factors Affecting .the Fiscal Year 2006-07 Budget: . 

Please see Management Discussion and Analysis, page 3 of this report for a complete analysis of 
the FY 2006-07 Budget. 

Debt Administration 

Section 17a of the Securities Act of 1933 and Section I Ob and Rule I Ob-5 of the Exchange Act 
of 1934 generally prohibit misleading disclosures pertaining to securities. Pursuant to disclosures 
made in the offering statements relating to the County's outstanding bonds, the County has 
undertaken to provide Continuing Disclosure required by Securities and Exchange Commission 
rule 15c2-12. The County has elected to disseminate its Comprehensive Annual Financial Report 
for this purpose through its Dissemination Agent and Trustee, Union Bank of California, N.A. 
No events have arisen in the last year which would rise to the level of required disclosure under 
the eleven scenarios presented in the rule. 

The Board adopted a formal written Public Financing Policy for the management of the County's 
debt on May 19, 1998, as well as a Mello-Roos financing policy on October 8, 2002. The policy 
provides general guidelines for the decision making process with regard to the issuance of debt 
instruments, with the goal of utilizing debt as a major financing tool for the County. The use of 
debt must provide general or specific benefits to its citizens in relation to the cost of repayment 
levied upon those citizens. . 'i 

During fiscal year 06-07, the posttiOn of "Debt Mariager" was created and filled under the 
purview of the Auditor-Controller to assume the daily debt administration responsibilities from 
the County Treasurer. This position is responsible for debt service, analysis, continuing 
disclosure, and administration of County debt. In addition to refining policies and procedures, the 
Public Financing Policy is being revised for presentation . to the Board of Supervisors· for. 
adoption. . ., . ·, 

County Debt Obligations 

Fiscal year 2006-07 brought about positive changes to the County's financial position regarding 
debt. On May 3, 2007, the County issued 2007 Refunding and Public Facilities Financing in the 
form of Certificates of Participation (2007 COP's) in the amount of $152,680,000. Three issues 
were refunded saving taxpayers over $4.17 million, or approximately 4.49% of refunded par. 
The issue not only provided $17.0 million in funding for a long needed County parking garage to 
remove· over 500 cars from neighborhood streets surrounding the new·govemment center, but 
also $24.8 million for the completion of the Courthouse North Wing Renovation,: $6.2 million 
for the Courthouse East and West Wing Remodel, and $5.3 million for Renovation of Natividad 
Road Health Department Headquarters. 

At fiscal .year end, the County's total outstanding debt including estimated self-insurance 
liabilities and compensated absences was $255.4 million for Government Activities and $77.6 
million for Business Type Activities. Prior year debt was $201.1 million for Governmental 
Activities and $79.4 million for Business Type Activities. Change in Governmental Activities is 
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primarily due to the issue of the COP. Change in Business Type Activities is primarily due to 
the principal payment of outstanding COP. 

Continuing Disclosure 

Previous issues refunded by the 2007 COP's were the 1993 Refunding Certificates of 
Participation (1985 Sheriff's Facility Project), the 1996 Natividad Medical Center Improvement 
Project, Series D bonds, and the 200! County of Monterey Certificates of Participation (Master 
Plan Financing). At the time of the 2007 COP issuance, the County had failed to spend $13.0 
million of the 2001 North Wing Renovation proceeds due to the discovery and subsequent 
remediation of asbestos. The County employs Bondlogistix, LLC to calculate any arbitrage 
rebate required. 

The $53.3 million of new money raised by the 2007 COP issue was set aside in the Acquisition 
Fund at the trustee. Unforeseen project delays have caused the County to fail to incur a binding 
obligation to one or more unrelated parties involving an expenditure of not less than 5% of the 
Net Sale Proceeds within six months after issuance as required by the Three-Year Temporary 
Period exception to the Arbitrage Yield Restriction rule under the Internal Revenue Code of 
1986. However, the County has proactively implemented measures to accelerate the construction 
and completion of all applicable projects. The County reasonably expects that ·85% of the Net 
Sale Proceeds will be spent to pay costs of executing· and delivering Obligations allocable to the 
Non-refunding Portion and costs of the New Money Project before May 3, 2010. 

At the County's direction, the 2007 COP new money proceeds were invested in a Guaranteed 
Investment Contract (GlC) with Morgan Stanley and Co·. at a rate of 4.832%. At the time of 
investment, the County delivered a draw schedule setting forth estimated dates and amounts of 
withdrawals as a guide for maturities within those investments. As of December 1, 2007 the 
C:Oountywas behind on draws by approximately $6.5 million. The County is proactively working 
with the GIC provider to protect the integrity of the commitment and assure interest 
accumulation. 

Credit Rating 

The County submitted to a credit review by two of the Nationally Recognized Statistical Ratings 
Organizations (Fitch and Moody's) just prior to the 2007 COP issuance. The County's uninsured 
credit was rated "A3" by Moody's and "A+" by Fitch. These ratings reflect the County's 
commitment to improve its financial condition and to take necessary measures to resolve the 
Natividad Medical Center financial problems. The County continues to improve its financial 
condition and underlying credit ratings. 

Proposed Financings 

The Water Resources Agency is diligently working toward bringing the "Salinas Valley Water 
Project" to construction. Revenue sources have been identified and a financing team put in place 
toward a proposed $38.5 million bond issuance during Spring 2008. This project will increase 
capacity at the "Lake Naciemento Dam to allow for increased water storage there and greater 
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irrigation from the Salinas River. The second phase of the project will allow. for diversion from 
the Salinas River to remedy sea water intrusion into ground water. 

The Next Generation Radio System implementation is the project to bring the County and 
municipal law enforcement, fire, emergency services, and local government .field forces into 
compliance with the Federal Communications Commission (FCC) deadline to terminate the 
obsolete band width ·currently utilized by January 2013. The Information Technologies 
department is working with a coalition representing the' municipal agencies in planning and 
implementing this very valuable technology. Details of the financing are being finalized, but 
should have minimal impact on County finances. 

Debt Management is monitoring the housing market in determining the feasibility and timing of. 
the anticipated Mello Roos issue surrounding the East Garrison planned community project on 
old Fort Ord. Due to the precipitous downturn in local and national real estate markets, the 
issuance of the first tranche of the financing to reimburse the developer for Phase I infrastructure 
has been delayed by at least 6 months until December 2008, awaiting a change in conditions. 
Further delays based on market saturation, housing valuations, and other market conditions could 
warrant further delays in financing and completion. 

Pending Litigation 

The County has potential liability in the case HYH Comoration v. County of Monterey 
(Monterey Superior Court case no. M46616), a Petition for Writ of Mandate and Complaint filed 
in 1999 alleging violation of the State and Federal Constitutions, state Planning and Zoning law, 
and the California Environmental Quality Act. As a result of rulings of the court thus far in the 
case, the County is potentially liable for substantial monetary i:lamages, estimated in the range of 
$45,000,000 to $150,000,000, due to alleged delays in processing applications for development 
submitted by the H-Y-H Corporation to the County. The damages claim is currently scheduled 
for trial in May 2008, and liability is likely in the event the case goes to trial. However, the 
parties are in intensive negotiations to settle this case. It is likely that the parties will settle the 
case or continue the trial date beyond the 2007-08 fiscal year. The contemplated monetary 
settlement amount is significantly less than the estimated exposure. 

Property Tax Collection and Apportionment · 

Property taxes levied countywide (secured, unsecured and unitary) rose in fiscal year 2006-07 to 
$541.7 million, an increase of 11.1% over the previous fiscal year total of $487.6 million. The 
Auditor-Controller calculates the local property tax bills based on assessed values as provided by 
the Assessor. The Treasurer-Tax Collector then distributes the tax bills and is charged with 
collection. In fiscal year 2006-07 the Auditor-Controller apportioned the revenue as follows: 
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• Monterey County General:Fund 15% . 

• Schools 62% 
• Special Districts 9% 
• Cities 6% 
• Redevelopment Agencies .7% 
• Library 1% . ' 

Percentages are exclusive of the "Triple Flip" effect described on page xii. 

Cities: 

Special Districts: 
9% 

ADA Library: 
7% 1% 

Monterey County 
General Fund:· 

15% 

InCluding the "Triple .Flip" effect, the· County portion of property taxes· collected increased by 
$10,262,511 from the prior year amount of $127,362,680 to $137,62S,l9L"The increase is a 
result of the annual ·percent increase in assessed value allowed by Proposition· 13, offset by a 
sniall decrease iii supplemental property taxes stemming from the Couniy experiencing the 
beginning of the current slowdown of housing sales. In June 1978, Prop"osition 13 amended 
Article 13A of the California Constitution, limiting increases in assessed value to ·no niore than 
2% per year, but upon sale the full assessed value is assigned. Educational Revenue 
Augmentation Fund (ERAF) liT expired in FY 2005-06, thus there was no payment made to the 
State in FY 06-07. 

Cash Management 

The County sponsors an investment pool that"is managed by the County Treasurer-Tax Collector 
for the purpose of earning interest throug~ investments. The State of California statuies require 
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certain government entities and special districts to maintain their surplus cash with the County 
Treasurer-Tax Collector. Cash and investments for·most County activities are• included in the 
investment pool. A condensed statement of net assets and changes in net assets for the County 
Investment Pool is found on page 54 of the "Notes to Financial Statements." 

The California Government Code statutes and I the County's investment policy govern the 
County's investment pool activity. The County's investment policy has the following objectives: 
safety, liquidity and yield. Those statutes and policy authorize the County Treasurer-Tax 
Collector to invest in securities issued by the U.S. Government and its Agencies, certain 
corporate bonds and notes, bankers' acceptances, certificates of deposit, commercial paper, 
repurchase agreements, and the State of California Local Agency Investment Fund. Individual 
securities in the investment pool have a statutory maximum maturity limitation of 5 years, and 
the County's Investment Policy imposes a maximum weighted average maturity of2 years on the 
entire portfolio. 

The County pool of investments earned a rate of return for the Fiscal Year ending June 30, 2006 
of3.72%; for FY 06-07 the rate was 5.06%; the expected rate for FY 07-08 is 4.35-4.85%. The 
downward trend is due to recent federal funds rate decreases by the Federal Reserve Bank. 

Risk Management 

Monterey County safeguards its assets from various risks of losses utilizing conventional 
insurance carriers and the management of self-insurance for general liability and worker's 
compensation. Note 18: Insurance and Contjngent Liabilities contained in the Notes. to the 
Financial Statements details the various insurance coverage limits, carriers and other risk 
financing activities. 

Reserve Policy 

Strategic Reserves ;. 

• The Monterey County Board of Supervisors adopted a formal reserve policy for strategic 
reserves and contingencies. The policy was unanimously adopted in ordinance form 
beginning in fiscal year 2004-05, General Fund reserves will be funded over eight years 
to equal ten percent of General Fund budgeted revenues. The reserve is established for 
use in legal judgment settlements against the County, economic downturns, natural 
disasters and reductions in State and Federal Aid. 

Capital Improvements Plan 

• In fiscal year 2006-2007 the Monterey County Board of Supervisors unanimously 
approved and accepted the second annual Capital Improvements Program (CIP) covering 
the five-year period between fiscal years 2007-08 and 2011-12. The plan categorizes 
current and future capital project needs into three orders of importance: "A" being the 
highest priority, "B" and "C" being of lesser priority. The plan identifies the following 
"A" level priorities and the associated estimated costs: 
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o General Fund Projects- $410.373 million 
o Parks Fund Projects- $7.633 million 
o Public Works (Road Fund) Projects- $90.212 million 
o Redevelopment Agency- $76.600 million 
o Library Projects- $40.700 million 
o · Water Resources Agency- $371.851 million 
o Medical Center Projects- $16.922 million 

California State Budgetary Difficulties 

California local governments are particularly vulnerable to State budgetary difficulties. Because 
the State of California acts as a pass-through entity for most County revenue, delays in payment 
of revenues to the County may, depending on the extent, result in significant ·financial 
consequences. These impacts will negatively affect the County budget and therefore decrease the 
ability to provide services. Additionally, unforeseen delays may affect the County's ability to 
cover short and medium-term cash needs. 

In addition, due to the State implementation of the Educational Revenue Augmentation Fund Ill 
(ERAF III) program, Monterey County forfeited an additional $3.8 million in property tax 
revenue in each of fiscal years 2004-05 and 2005-06 to the State of California to cover State 
shortfalls in schools funding. ERAF III was a two year program ending June 30, 2006, thus no 
payment was made in fiscal year 2006-07 .. 

. ' 
State of California Takeaway - the "Triple Flip" 

In FY 04, the State of California issued State Deficit Reduction bonds under Proposition 57. 
Wall Street wanted a dedicated revenue stream. The State of California then devised a method to 
secure this dedicated revenue stream called the "Triple Flip" 

I. The State would take 25% of the local govenunent I% sales tax (Cities & Counties). 
This is to continue for nine (9) years, beginning in FY 2004-05. 

2. In January (6 months into the year); the State would require that Counties take property 
tax which was earmarked' for schools and pay back the first 6 months of the sales tax 
takeaway to the local governments, the State will then have the counties pay the 
estimated next 6 months in May. The difference between the estimated and actUal sales 
tax in one year will be corrected in the next year payments. 

3. Then the State, using State General Fund monies, would pay back the schools. 

The State repayment of Monterey County Sales Tax in FY 2006-07 was $2,176,656 and is 
posted on the Government-wide statements in property taxes. 

' ' 
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Vehicle License Fee Backfill: J ,·. 
., 

ln·addition to the Triple Flip,' which delayed the ·receipt of Sales Tax to local jurisdictions;. the 
State of California cut the Motor Vehicle License Fees (VLF) that the Citizens had to pay late in 
FY 04. The local share was then effectively cut by 67.5%. The State agreed to pay a VLF 
backfill to the local jurisdictions. This agreement has no defined end date. · 

Again the State had the Counties take property tax from the schools to pay the local governments 
the VLF backfill and then the State General Fund would reimburse the schools for their lost 
property tax.-The State payment for VLF backfill to Monterey ,County for FY 2006-07 was 
$38,437,488 and is presented on the Government-wide statements in property taxes.· · 

Natividad Medical Center 

Natividad Medical Center (NMC) is the only enterprise fund in Monterey County. The County 
continues to aggressively investigate actions that will increase the efficiency and effectiveness of 
NMC. To that end, the County contracted with a nationally known consulting firm that 
specializes in hospital turn-arounds. The contract is for a two year period, terminating in 
December 2008. 

This strategy is proving effective. For fiscal year ending June 30, 2007, NMC.had an increase in 
net assets of $8.5 million on an operating gain of $0.2 million and net loss before contributions 
of $3.8 million, with a cash reserve. of $12.5 million. The County GeneraL Fund contributed 
$10.4 million to the medical center in fiscal year 2006-07. This.is,in comparison to fiscal year 
ending· June. 30, 2006 when NMC had ·a decrease,in.net assets of $2.6 million on an operating 
loss of $24.893 million and net loss before contributions of $29.391 million,.with a cash reserve 
of $239,526. The County General Fund contributed $26.776 million to the medical center in 
fiscal year 2005-06. 

Some factors in the financial tum-around at NMC·are as follows; NMC. experienced over a $25 
million increase in Net Revenue in FY 07 vs. FY 06. Approximately $12 million of this increase 
came from .increased Government Funding ·($40 million in FY 07 .vs. $28 million in FY 06). 
There are ,approximately 7 categories or programs that· drive government funding -including 
Disproportionate Share funding (DSH), AB 915, SB 1732, CHIP and MIA. AIL of these 
programs were maximized during FY 07 along with implementing processes to maximize these 
funding sources in future years. The residual approxim!ltely $5 million in additional improved 
Net Patient Revenues in FY 07 vs. FY 06 came from careful training and optimal management of 
all patient business processes from the registration process, to the billing and collection 
processes. 

The challenge will be to acquire permanent manageJ1lent staff that will build on the progress that 
has been achieved thus far. 
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In addition, on July 18, 2006, the County entered into an agreement with the Salinas Valley 
Healthcare System, a California local public health care district (District), and the Community 
Hospital of the Monterey Peninsula (CHOMP), a duly licensed hospital located in Monterey. 
Because the District and CHOMP are committed to maintaining and improving the health of all 
residents in the County of Monterey, each entity has committed to contributing $4 million dollars 
each to NMC, to be used for the sole purpose of creating operational and/or capital 
improvements at NMC. In addition, a new Board of Trustees has been created including two 
appointed from the District, two appointed from CHOMP, one appointed by the County, one 
County of Monterey Board of Supervisors member and the CAO. However, due to federal 
regulations, four million dollars of these contributions will probably be offset by a four million 
dollar reduction in federal reimbursements. 

Previous Fiscal Years: 

For fiscal year end, June 30, 2005, NMC had an increase in net assets of $26.5 million and a cash 
reserve of$l.4 million. 

The $26.5 million increase in net assets was primarily a result of: -, 

1. The reclassification of two internal loans from the County totaling $42.3 million. Due to 
the hospital's current and projected operating losses and the resulting poor cash flow, the 
County· determined the loans to be 'uncollectible and the loans were reclassified as 
contributed capital to more appropriately reflect the current status of the transactions. 
This reclassification does· not impair the Board of Supervisors from recovering part or all 
of the paid in capital should operations at the hospital .eventually tum profitable (See 
note below on Impaired Assets). 

2. A net loss of$15.8 million due primarily to: 
o . Billing difficulties 
o .Rapidly increasing cost of business 

The medical center remains negatively impacted by chro~ic factors common to all California 
County· operated hospitals. These include rapidly escalating medical costs, marketplace 
competition for skilled personnel, decreases in federal and state assistance to public hospitals and 
a continued deterioration in patient ability to pay for services. Lingering operational issues also 
present challenges, including an outdated financial infrastructure and inefficient billing practices. 

County management continues .to vigorously strive to mitigate these issues. Some key factors 
include:. 

. ' 
• T)le outdated financial/billing system has ·been replaced with the new Meditech system, 

which went live on July 1, 2005. 
• A consultant has been hired to continue to implement "best business practices' at the 

hospital and to assist the staff to maximize revenues and minimize costs. 
• Competition for skilled medical help, especially nurses, continues to escalate costs. 
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Uncertainty' in Federal-and State funding makes budgeting and:other planningiprocesses 
more difficult than usuaL NMC is dependent on-this revenue stream: · ". .. -• ,., 
Delays in certain payments of State and federal aid until June negatively impact cash
flow for eleven months of the fiScal year , · ~.- ;''· ~ · .. · · 

! 

Impaired Asset Write-off and Reclassification of "Note Payable to County" to 
"Contributed Capital": c 

Due to operational losses, poor cash flow and delays in certain. State and· federal subsidies at 
NMC, it has been necessary to provide working capital to the hospital from the.County General 
Fund. Beginning with FY 1997-98, by fiscal year end, the- hospital was unable to repay these 
short-term outstanding cash balances. Therefore, for financial reporting purposes, these transfers 
were presented as loans to the hospital from the General Fund in the·General Purpose .Financial 
Statements. ·' 

Although these are not loans in the legal sense of the 'term (NMC and the County are the same 
entity), this reporting treatment reflects both the operational difficulties at the hospital and the 
adopted policy of the Board of Supervisors. 

By fiscal year end 2002-03 the Auditor-Controller of the County together with the County 
Administrator's Office detennined that NMC would not be able to repay previous loans, even as 
the need for additional- working capital cash and operating losses increased. By this time, the 
outstanding balance had reached $30;035,609. In ·addition, a construction loan from the Capital 
Improvement Fund could no longer· be serviced. The balance of that loan was $11,005,252. 
Total internal loans to the hospital at June 30,2003 were $41,040,861. 

As a result, for the year ended 6-30-2003, the Auditor-Controller recorded a contra-asset, 
"allowance for impaired assets" for the amount of the two loans, reflecting the fact that the 
General Fund was providing cash to NMC and in effect, removing the assets. It was hoped that a 
solution to the systemic operational issues at the hospital could be resolved shortly and that 
NMC would be able to continue to service these loans in the medium term. Therefore, the note 
payable to the County General Fund and Capital Improvement Fund continued to be presented in 
the hospital's financial statements. 

By FY 2004-05, it' was apparent that a solution for the systemic· problems at the hospital would 
take significant time and effort and that the hoped-for medium term solution .. was not possible. 
Therefore, the hospital could not begin to repay the loans in the foreseeab!j! future. Given this 
additional· information, we then determined that a more appropriate presentation would- be to 
reclassify the note payable as contributed capitaL The amount of the note payable/contributed 
capital recorded in FY 2004-05 was $42,253,003. The reclassification of the note payable was 
the major reason the hospital showed an increase in net assets of $26.5 million as discussed 
above. The assets and corresponding contra-assets were removed from the General Purpose 
Financial Statements. · 

. ; 

Future year-end outstanding cash balances ·will be recorded as "Contributed Capital" until such 
time that NMC can demonstrate an ability to service short-term loanS. ' · 
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Additionally, we have .changed· the accounting for certain subsidies at NMC that we believe 
·provide better reporting around the operations and cash flow. 

Depending on the extent of the impact that future. Federal and State budgetary shortfalls have on 
the County; the ability of the General Fund to subsidize NMC operations may be in doubt. 

Pension Benefits 

The County of Monterey.is a member of the California Public Employee's Retirement System 
(CalPERS). Recent changes in actuarial assumptions and benefit levels have significantly 
increas_ed pension costs in recent years. 

According to the CalPERS Actuarial Valuation Report as of June 30, 2006, the funded ratio 
based on Market Value of Assets (MVA) has increased by 3.7% from 95.2% to 98.9% -for 
General (Miscellaneous) plan. For Safety plan, the increase was 4.0% from 78.8% to 82.8%. 

For the detail discussion of the pension benefits, please refer to Note II: Employee's Retirement 
Plan and Post Retirement Benefits contained in the Notes to the Financial Statements.· 

Certificate of Achievement 

The Government Finance Officers Association of the United States and Canada (GFOA). has 
awarded the Certificate of Achievement for Excellence. in Financial Reporting to County_ of 
Monterey for its 2005-06 Comprehensive Annual financial Report (CAFR). The Certificate of 
Achievement is the highest form of recognition in the area of governmental accounting and 
financial reporting, and its attainment represents a significant accomplishment by a government 
and its management. 

A Certificate· of Achievement is valid for a period of one year only. We believe our current 
CAFR continues to meet the ·Certificate of Achievement Program's requirements and we. are 
submitting it to the GFOA to. determine its eligibility for another certificate. 

The CAFR has been judged by an impartial panel to meet the high standards of the program 
including demonstrating a constructive "spirit of full disclosure" to clearly communicate its 
financial story and motivate potential users and user groups to read the CAFR. This is the first 
time.the County has received the GFOA award. 

The GFOA is a nonprofit professional association serving approximately 16,000 government 
finance professionals with offices in Chicago, IL and Washington, DC . 

.. , ' 
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INDEPENDENT AUDITOR'S REPORT 

Board of Supervisors 
County of Monterey, 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 County of 
Monterey, California (County), as of and for the year ended June 30, 2007, which collectively comprise 
the County's basic financial statements as listed in the table of contents. These financial statements are 
the responsibility of-the management of the County of Monterey, California. O~i- responsibility. is to 
express an opinion 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 consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances,. but not for the purpqse of 
expressing an opinion on the effectiveness of the County's internal control over financial reporting. 
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinion. 

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 County of Monterey, California, as of 
June 30,2007, and the respective changes in financial position and cash flows, where applicable, and. 
the respective budgetary comparisons for the General Fund and major special revenue funds 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 under separate cover our report 
dated December 17, 2007, on our consideration of the County of Monterey's internal control over 
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts 
and grant agreements. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on the internal control over financial reporting or on compliance. That report is an integral part 
of an audit performed in accordance with Government Auditing Standards and should be considered in 
assessing the results of our audit. 



Board of Supervisors 
County of Monterey, California 

The Management's Discussion and Analysis (MD & A) and the required supplementary 
information, as listed in the table of contents, are not a required part of the basic financial 
statements but are supplementary information required by the accounting principles generally 
accepted in the United States of America. We have applied certain" limited procedures, which 
consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information. However, we did not ·iiudit the 
information and express no opinion on it 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the County's basic financial statements. The introductory section, 
combining'Jand individual fund financial statements· and schedules, and statistical section are 
presented for purposes of additional analysis and are not a required part of the basic financial 
statements. The combining and individual fund financial statements and schedules and detailed 
budget schedule have been subjected to the auditing procedures applied by us in the audit of the 
basic financial statements and, in our opinion, are fairly stated in all material respects in relation 
to the basic financial statements taken as a whole. The introductory and statistical sections have 
not been subjected to the· auditing procedures applied in the audit of the basic financial 
statements and, accordingly, we express no opinion on them. · 

BARTIG; BASLER & RAY, LLP 
A GALLINA LLP Company 

~~/5~rJ~, UP 
Roseville, CA 

· December l 7, 2007 ,\. 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

This section of the County of Monterey's (the County) annual report presents the discussion and 
analysis of the County's financial performance during the fiscal year that ended on 
June 30, 2001. Please read it in conjunction with the transmittal letter at the front of this report 
and the County's financial statements, which follow this section. All amounts, unless otherwise 
indicated, are expressed in millions of dollars. 

FINANCIAL HIGHLIGHTS 

• The assets of the County exceeded its liabilities at the close of the year by $706.1 (net 
assets). Of this amount, $80.1 represents unrestricted net assets, which will be 
available to meet the County's ongoing obligations to citizens and creditors. 
Restricted net assets of $105.7 may be used for the County's ongoing obligations 
related to programs with external restrictions. The remaining $520.3 represents 'the 
County's investment in capital assets, less any related outstanding debt used to 
acquire those assets (invested in capital assets, net of related debt). (See Table I -
Net Assets.) 

• Tile County's total net assets increased by $57.4 during the current fiscal year. The 
increase in net assets represents the degree to which revenues exceed expenses. (See 
Table I __:Net Assets and Table 2- Change in Net Assets). 

As of June 30, 2007, the County's governmental funds reported total ending fund balances of 
$283.8, increasing by $65.9. Approximately 89.5%, or $254.1, of this total amount, is available 
for spending {unreservedfzmd balance). $129.3 of the unreserved balance is for Capital Projects 
and $31.8 is for Special Revenue fund purposes such as Water Resources, ·Community 
Development, and ·the Road fund. Of the remaining $93.1 unreserved fund balance, $1.0 is 
earmarked by management for self-insurance purposes, and $54.3 is designated by the Board of 
Supervisors for special purposes. Please refer to Note 10 for more specific details. (See further 
discussion in Financial Analysis of the County's Funds beginning on page 11.) 

• At the end of the current fiscal year, the General Fund shows $92.3 in unreserved 
fund balance, which is an increase of $14.4 or 18.5% from the prior year. (See further 
discussion in Financial Analysis of the County's Funds beginning on page 11.) 

• The County's total long-term debt increased by $53.4 or 26.8%. (See Table 4- Long 
Term Debt.) The increase is due to the new issue of Certificates of Participation for 
refunding and public facilities financing. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

Management's discussion and analysis is intended to serve as an introduction to the County's 
basic financial statements. The County's basic financial statements include three components: 
I) government-wide financial statements, 2) fund financial statements, and 3) notes to the basic 
financial statements. 
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COUNTY ,OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Government-wide financial. statements The Government-wide financial statements are 
designed to provide readers with a broad overview of the County's' finances, in a manner similar 
to a private-sector business and are presented on a full accrual.basis. 

11•, 
" 

The statement of net assets presents information on all of the Countycs assets and liabilities, with 
the difference between the two reported as net assets. Over time, increases or decreases in net 
assets may serve as a useful indicator of whether the financial position of the County is 
improving or deteriorating. 

The statement of activities presents information showing how the. County's net assets changed 
during the most recent fiscal year. All changes in net assets are reported as. soon as the 
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. 
Thus, revenues and expenses are.reported in this statement for some items that will result in cash 
flows in future fiscal periods (e.g. uncollected taxes and earned but unused vacation leave) . 

. ; : 

The government-wide· financial statements distinguish functions of the County that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from 
other functions that are intended to recover all or a significant portion of their costs through user 
fees and charges (business-type activities). The governmental activities of the County are 
administration and support, public safety and protection, public ways and facilities, health and 
sanitation, public assistance, education, and recreation and culture. The County has one business
type activity: Natividad Medical Center. 

Component units consist of legally separate entities for which . the County is financially 
accountable and that have substantially the same governing board as the County or provide 
services entirely to the County. The County has six blended component units (See Note I for 
more details). 

The government-wide financial statements can be found on pages 19 ~ 21 of this report. 

Fund financial statements A fund is a gro.uping of related accounts that. is used to maintain 
control over resources that have been segregated for specific activities or objectives. The County, 
like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with fmance-related legal requirements. All of the funds of the County can be 
divided into three categories: governmental funds, proprietary funds, and fiduciary funds. 

Governmental funds Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial statements. 
However, unlike the government-wide financial statements, governmental . fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as on 
balances of spendable resources available at the end of the fiscal year. Such information may 
be useful in evaluating a government's near-term financing requirements. 

'' 

4 



COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-wide 
financial statements. By doing so, readers may better understand the long-term impact of the 
County's near-term financing decisions. Both the governmental funds balance sheet and the 
governmental funds statements of revenues, expenditures, and changes in fund balances 
provide reconciliation to the government-wide financial statement in order to facilitate this 
comparison between governmental funds and governmental activities. 

The County maintains over 130 individual governmental funds. For financial reporting 
purposes, these funds have been combined into 5 groupings. The County segregates within 
the governmental funds the General Fund, the Road Fund, the Community Development 
Fund, the Facility Master Plan Implementation Fund and a grouping for all non-major funds. 
Information is presented separately in the Governmental Funds Balance Sheet and in the 
Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances 
for these four funds, which are considered to be major funds according to the rules stated in 
Government Accounting Standards Board Statement. No. 34 (GASB 34). Data for the 
remaining governmental funds are combined into the presentation of Other Governmental 
Funds. Individual fund data for each of these non-major governmental funds is provided in 
the form of combining statements located in the Combining and Individual Fund Statements 
and Schedules section of this report. 

The County adopts an annual appropriated budget for all of its operating funds. A budgetary 
comparison statement has been provided for the General Fund, Special Revenue Funds, 
Capital Project Funds and Debt Service Funds to demonstrate performance against this 
budget. For individual fund budget comparison, please see the required Supplementary 
Information schedules: 

The governmental funds financial statements can be found on pages 25- 31 of this report. 

Proprietary funds Proprietary Funds include both Internal Service Funds and Enterprise 
Funds within the County's Comprehensive Annual Financial Report. 

The County has two Internal Service Funds. These Internal Service Funds are used to 
account for the General Liability and Workers' Compensation Insurance activities. 

The County maintains one Enterprise Fund. Ente1prise fimds are used to report the same 
functions presented as business-type activities in the government-wide financial statements. 
The County uses an enterprise fund to account for its County Hospital, Natividad Medical 
Center. Proprietary funds provide the same type of information as the government-wide 
statements, but in more detail, and are presented on a full accrual basis: 

d 

The proprietary funds financial statements can be found on pages 32-35 of this report. 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Fiduciary funds Fiduciary funds are used to account for resources held for the benefit of 
parties outside the County .. Fiduciary funds are not reflected in the government-wide 
financial statements because ,the resources of those funds are not available to support the 

·County's own programs. The accounting used for fiduciary funds is much like that used for 
proprietary fundsc The external portion of the Treasurer's Investment Pool and agency funds 

. are reported as fiduciary funds. 

The fiduciary funds financial statements can be found on pages 36- 37 of this report. 

Notes to the basic financial statements The notes to the basic financial statements provide 
additional information that is essential . to a full understanding of the data provided in the 
government-wide and fund financial statements. The notes to the basic financial statements can 
be found on pages 39- 81 of this report. 

Other Information In addition to the basic financial statements and accompanying notes, this 
report also presents certain required supplementary information concerning the County's 
progress in funding its obligation to provide pension benefits to its employees. Required 
supplementary information can be found on page 85 of this report. 

The combining statements referred to earlier in connection with non-major governmental funds 
are presented immediately following the required supplementary information on pensions. 
Combining and individual fund statements and schedules can be found on pages 91- 146 of this 
report. 

·' 
GOVERNMENT -WIDE FINANCIAL ANALYSIS 

As noted earlier, net assets may serve over time as a useful indicator of a government's financial 
position. In the case of the County, assets exceeded liabilities by $706.1 at the close of the 
current fiscal year (Table l- Net Assets). 

The !argest portion of the County's net assets, $520:3 or 73.7% reflects its investment in capital 
assets (e.g. land, buildings, roads,. bridges, machinery and equipment), less any related 
outstanding debt used to acquire those assets. The County uses these capital assets to provide 
services to citizens; consequently, these assets are not available for future spending. Although 
the County's·investment in its capital assets is reported net of related debt, it"should be noted that 
the resources needed to repay this debt must be provided from other sources, since the capital 
assets themselves cannot be used. ,, 
A portion of the County's net assets, $105.7, represents resources that are subject to external 
restrictions for use of the monies, The major restrictions on net assets are for those monies 
dedicated to specific services such as flood control, sanitation, state and federal restrictions, debt 
service, federal and state allocations for roads, low income housing funds, emergency medical 
services, capital projects, and developments of unincorporated areas. 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Table I -Net Assets (in millions) 

Governmental Business-type 
Activities Activities !2!!! 

2007 21106 211117 2006 2007 21KI6 
Current and other ;1ssets 5413.1 $320.5 $ 30.3 s 17.8 $ 443.4 $ 338.3 
Capital assets 572.4 553.5 118.8 124.2 691.2 677.7 
Prior period adjustment -- _Q&j -- -- -- _JM) 

Total assets 985.5 870.4 __l12J_ -..LilJ2 I 134.6 1.012.4 

Current and other liabilities 83.8 71.9 11.7 11.2 95.5 83.1 
Long-tcm1 liabilities 255.4 20 I. I 77.6 79.5 333.0 280.6 

Toialliabilitics 339.2 273.0 89.3 90.7 ~ 363.7 

Invested in capital assets, 
net of related debt 473.0 463.9 47.3 50.6 520.3 514.5 

Prior period adju_stmcnt (3.6) (3.6) 

Restricted 105.7 94.2 105.7 94.2 
Unrestricted _§2Q 42.9 ____l1.d ____ill 80.1 ____1;L§ 

Total net assets $ 646.3 $597.4 $ 59.8 liLl L1QQJ_ $ 648.7 

Total 
Dollar Percent 

Chnnge Change 
$105.1 31.2% 

13.5 2.0% 
____2§ -100.0% 
__flU 12.1% 

12.4 14.9% 
___&± 18.7% 

~ 17.8% 

5.8 1.1% 
3.6 -100.0% 

11.5 12.2% 
_}.§2 84.9% 

UM 8.8°io 

The unrestricted net assets balance represents resources that are available to meet the County's 
ongoing obligations to citizens and creditors. Unrestricted net assets increased by $36.5 to a 
balance of $80.1. The improvement is primarily due to increases in charges for services for 
business-type activities and property tax revenues received mitigated by· a modest mcrease m 
expenses. 

Restricted net assets increased by $11.5 or 12.2% due to a net increase of$9.8 in capital projects, 
mostly associated with the construction and rehabilitation of certain government center and 
courthouse complex facilities . 

. ' 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Table 2- Change in Net Assets (in millions) 

Gowrnmental Business-type Total 
Acti~·ities Activities Total Dollar Percent 

2007 2006 2007 Mill!! M!!!1 2006 Chnnge Change 
Rennues 
Program revenues: 

Charges !Or services $107.6 $1LU $133.0 $107.4 $ 240.6 $ 220.5 $20.1 9.1% 
Operating grant~ and contributions 294.6 279.7 294.6 279.7 14.9 5.3%, 
Capital grants and contributions .7 7.3 .7 7.3 (6.6) -90.4% 

General revenues: 
Propeny t:ixes 137.6 127.3 137.6 127.3 I 0.3 8.1% 
Sales & Usc Tax 5.8 6.6 5.8 6.6 (0.8) -12.1% 
Tmnsicnt occupancy and other taxes \6.9 23.K 16.9 23.8 (6.9) ' -29.0%, 
Franchise taxes 6.( 6.( 6.( NIA 
Other taxes (.7 (.7 (.7 NIA 

Grams and contributions 0.9 0.9 (0.9) -100.0% 
Unrestricted investment earnings · 14.4 12.6 14.4 12.6 (.8 14.3% 
Tobacco selllcment revenue$ 4.2 4.2 4.f NIA 
Other 3.0 10.4 3.0 10.4 (7.4) -71.2% 
Donations .7 .7 .7 NIA 

Total rcvenut•s 592.6 580.8 133.7 108.3 720.3 689.1 37.2 5.4% 

Expenses 
74.'4 .. 69.8 General gwvernmen! 74.4 61J.8 '4.6 6.6% 

Public safetY 144.6 153.0 144.6 153.0 (8.4) -5.5% 
PUblic ways and facilities . 44.8 63.2 44.8 63.2 (( 8.4) -29.1% 
Health and sanitation 115.2 93.3 I 15.2 l_ru 21.9 23.5o/., 
Public assistance 136.4 129.7 136.4 129.7 6.7 5.2% 
Education 6.4 6.0 6.4 6.0 .4 6.7% 
Recreation and culture services 8.3 7.2 8.3 7.2 1.1 15.3% 
!merest on long-tenn debt 3.2 4.6 3.2 4.6 (L4) -30.4% 
Natividad Medical Center 135.6 137.7 135.6 137.7 (2.() -1.5% 

Total expenses 533.3 526.8 135.6 137.7 668.9 664.5 4.4 .7%, 

Changes in net asst:ts before transfers 59.3 . 54.0 (1.9) (29.4) 57.4 24.6 32.8 133.3% 
Transfers ( 10.4) (26.7] 10.4 26.7 NIA 
Increase (decrease) in net assets 48.9 27.3 8.5 (2.7) 57.4 24.6 32.8 133.3%. 

Net assets .. beginning as restated 597.4 573.9 51.3 54.0 648.7 627.9 20.8 3.3'% 
Prior period adjustment 3.8) (3.8] 3.8 -100.0% 
Net assets, ending ~ $l27.1 $22.:8. :uu. >2!lhl !M.BJ :S ... R4 8.R% 

Governmental Activities Governmental activities increased the County's net assets by $45.3, 
accounting for 84.2% of the total increase in net assets. The increase is due to operating revenues 
exceeding operating expenses plus a decrease in transfers made to Business-type activities (See 
Table 2- Change in Net Assets). 

Revenues Governmental activities' revenue (not including transfers) increased $ll.8 from 
$580.8 to $592.6 or 2.0% as a result of increased property taxes and operating grants offset by a 
decrease in capital grants revenue. 

Charges for Services decreased by $5.5 mainly comprised of $8.7 reclassified to Inter/Intra-fund 
reimbursements (expenditure reduction) offset by an increase of $3.2 reclassified from Other 
Revenue. 

Operating grants and contributions increased by $14.9. The increase was mainly comprised of 
realignment funding of $2.0 and revenue recognition of $1.6 from state funds received in prior 
years for Social Services, revenue recognition of $4.0 from state funds received in prior years by 
Behavioral Health programs, and grant reimbursements of$5.5. 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Capital grants decreased by $6.6 due primarily to completion of a road and bridge construction 
project for which federal aid of $5.9 was received in FY 2005-06. 

Property taxes increased by $10.3. Secured property taxes increased $10.9 due to Proposition 13 
assessments and supplemental property taxes decreased $1.9 due to decreased sales and 
development in the housing market. 

Transient Occupancy Taxes, Franchise Taxes and Other Taxes are displayed separately 
beginning in fiscal year 2006-07. The sum of these taxes increased $0.9 over the prior year 
combined amount mainly due to an increase in Transient Occupancy Taxes as the Monterey 
County tourism industry remains strong. Interest and Investment earnings increased $1.8 
primarily due to increased cash held in the County Treasury. 

Other revenues in FY 2005-06 included the Tobacco Settlement monies, which is displayed 
separately in FY 2006-07. The combined FY 2006-07 totals decreased from prior year by $3.2 
due to reclassification to Charges for Services. 

Expenses Governmental activities expenses increased by $6.5 or 1.2% to $533.3. Although the 
total increase is only 1.2%, significant increases and decreases in the individual 
functions/programs occurred. 

General government expenses increased by $4.6 due to several factors. There was a general 
increase of approximately $2.8 in Services and Supplies across all General Governmental funds 

' and departments without a significant increase in any specific area. This year the Redevelopment 
Agency and Planning & Building were correctly reported in General Government, increasing 
expenses by $3.0 and $9.8, respectively. Negotiated salaries and benefits costs increased $4.2 
while other professional services decreased by $6. 7. Community Development loans decreased 
$4.5 and the liability for loss contingencies in the General Liability Fund for self-insurance was 
reduced by $4.0. 

Public Safety expenses decreased by $8.4 mainly due to reduction of. Planning & Building 
expenses reported under this function in FY 2005-06, $11.1, now properly classified in General 
Government. Negotiated salaries and benefits increased by $4.5 while other professional services 
decreased by $1.4. 

Public ways and facilities expenses decreased by. $18.4. This decrease represents properly 
reclassifying $15.4 in expenses as Construction in Progress and a decrease of $6.7 ·due to 
reclassification of inter-fund activities offset by a modest overall increase. 

Health and sanitation expenses increased $21.9 from last year. $8.2 is attributed to the 
implementation of- Proposition 63 Mental Health Services Act by the Behavioral Health 
Division. $7.1 of the increase is from reclassifying services provided by Natividad Medical 
Center. Salaries and benefits increased by $4.6 as part of the continuing transition and expansion 
of the outpatient clinic. 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Public Assistance increased.$6.7. $3.2 is attributed .to increases in program services and $3.5 to 
salaries and benefits: The decrease· of $1.5 in interest for long-term debt was a result of the issue 
of the 2007 Refunding Certificates of Participation and the timing and accrual of interest" due at 
fiscal year-end. The full tiine equivalent (FTE) employee count for governmental. activities as of 
June 30 increased from 3,717 in 2005-06 to 3;830. 

As shown in the following chart, program revenues are less than the expenses in all functional 
areas except for .Public. ways and facilities. The difference between expenses and program 
revenues totals $130.4. 

$160.0 

Expenses & Program Revenues- Governmental Activities 

\1!1 Expenses • Program Revenues I 

$140.0 .4-"-~~ 
$120.0 
$100.0 

$80.0 
$60.0 
$40.0 

'$2,0.0. 
$0.0 

General 
government 

. Public Public .ways Health• arid. · Public 
protection and facilities sanitation assistance 

Education Recreation 
and culture 

services 

Interest On 
long-te'rm 

debt_ : 

The short-fall of $130.4 of. program revenues to cover. associated expenses is offset by general 
revenues of$189.6 that were intended to fund governmental functions. 

Total revenues by sources for governmental activities are shown on the following chart. 

L 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Revenues by Source- Governmental Activities 

[!]Charges for services 
18% 

mother 
3% 

-.c...:.::--0::::::· OF'rop•erty Tax 

J% OSales and use tax 
1% 

23% 

50% 

Business-type Activities Business-type activities' net assets increased $85 ·or 16.6% to a net 
ending balance of $59.8. Revenues increased by $25.4 or 23.5% from the prior year. Overall 
operating expenses decreased by $2.1, or 1.5%. The most notable income change was in Net 
Patient Revenue. There was considerable effort expended to streamline business office practices, 
focus on collections and filing of necessary documentation, which in tum allowed staff to fully 
identify and capture all available funding. 

FINANCIAL ANALYSIS OF THE COUNTY'S FUNDS 

As noted earlier; the County uses fund accounting ·to en~ure and demonstrate compliance with 
finance-related legal requirements. 

. . 
Governmentalfunds The focus· of the County's governmental funds is to provide information 
on near-term inflows, outflows, and balances of spendable resources. Such information is useful 
in assessing the County's financing requirements. In particular, unreserved fund balance may 
serve as a useful measure of a government's net resources available for spending at the end of 
the fiscal year. 

As of the end of the current fiscal year, the County's governmental funds reported total fund 
balances of $283.8, an increase of 30.1% from prior year. Approximately 89.5% or $254.1 of the 
total fund balance constitutes wireservedfimd balance, which is available to meet the County's 
current and future needs. A portion of this amount is restricted for use by the County's capital 
project and special revenue funds to be spent on such items as buildings, roads, bridges, 
waterways· and other programs based on the restrictions dictated by the funding sources. 
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COUNTY'OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Designations by management of unreserved fund balance represent funds earmarked for self-
insurance, vehicle replacement, and other projectsr, · 

The remainder of fund balance is reserved to indicate that the funds are not available for new 
spending because it has been reserved for the following purposes: 

• $12.0 to liquidate contracts and purchase orders of the prior period (Encumbrances) 
• $16.4 to pay debt service 
• $1.3 for unavailable assets and other reserves 

General Fund The General Fund is the main operating fund of the County. At June 30, 2007, 
unreserved fund balance had a balance of$92.3, an increase of$14.4 fr~m $77.9 reported in the 
prior fiscal year. The General Fund's total fund balance was $101.1 as of June 30, 2007, an 
increase of $13.4, or 15.3%, over the prior year. 

Rood Fund The Road Fund is used to segregate the revenues and expenditures associated with 
streets and roads within the County. The Road Fund has a total fund balance of $2.2, of which 
$0.5 is reserved to liquidate contracts and purchase orders, $0.1 is unavailable assets, and $1.5 is 
unreserved. The totill fund balance decrease of 30.2% from the prior fiscal year is due to a 
combination of factors, which include decreased road and bridge construction projects. 

Community Development Community Development is used for a variety of economic 
development activities. Fund balance was $1.8, of which $.05 is reserved to liquidate contracts 
and purchase orders. · 

Facility Master Plan Implementation The'Facility Master Plan Implementation Fund has a total 
fiihd balance of $85.0, all of which is unreserved. This is a $31.8, or 59.4% increase over the 
prior fiscal year, due to funding received from the new bond issue for construction and 
rehabilitation of certain government center and court house complex facilities. 

L 0 ~ 

Other Governmental Funds The remaining governmental funds' fund balances increased 26.5% 
or$19.6toabalanceof$93.7. ' . · 

Proprietary funds The County's proprietary fund (Natividad Medical Center) provides the same 
type of information found in the government-wide financial statements, but in more detail. Other 
factors concerning finances of this fund are addressed in Notes of the financial statements. · 

. , .. 

GENERAL FUND BUDGETARY HIGHLIGHTS 

Original Budget to Final Budget (in millions) 

Original Budget Final Budget Increase (Decrease) 
Revenues $501.4 $514.4 $13.0 
Expenditures $493.2 $497.8 $4.6 
Other Financin~Sources (Uses) $25.8 $32.5 $6.7 
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COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

Revenues increase of $13.0: 
The final estimated revenue budget increased over the original budget by 1.0%. This was 
primarily attributed to an $11.8 increase in the revenue budget for Aid from Other Governmental 
Agencies (operating grants and contributions) due to the receipt of unanticipated Federal and 
State subsidies in Health and Sanitation, Public Assistance, General Government, and Public 
Safety. 

Expenditures increase of $4.6: 
The final budgeted appropriations increased from the original budget by 0.9%. The majority of 
this amount consisted of increases of $8.1 in Health and Sanitation, $7.0 in Public Safety and 
$3.5 in Public Assistance. These increases were associated with cost increases in salaries and 
benefits and services and supplies. The increase was offset by a $14.0 decrease in General 
Government due to unspent services and supplies and salarY savings as a result of vacant 
positions. 

Final Budget to Actual (in millions) 

Final Budget Actual Amounts 
Variance 

Positive (Negative) 
Revenues $514.4 $506.9 ($7.5) 
Expenditures $497.8 $467.0. $30.8 
Other Financing Sources (Uses) $32.5 $28.7 $3.8 

Revenues actual was lower than final budget by $7.5: 
Taxes, VLF and franchises; Fines, forfeitures and penalties; and Revenue frqm use of money and 
property exceeded the budget while Licenses and permits, Aid from other governmental 
agencies, Charges for services, Tobacco settlement, and Other were lower than budget. These 
changes contributed to a total net change in actual revenues from the final budget. 

Expenditures actual was less than final budget by $30.8: 
Salary and benefit cost savings of approximately $9.3 resulted from unfilled positions across all 
functions and $21.9 resulted from un~pent appropriations· of program services. in general 
government, public safety, health and sanitation, public assistance, and culture and recreation 
programs; Capital outlay was over budget by $0.4. ·· 

, . 
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CC)UNTY,OF 1\fONTEREX 
l\fANAGEMENT'S m/'iqJ~SION•AND ANALYSIS 

CAPITAL ASSET AND DEBT ADMINISTRATION 

" : 

~ .. - . . , 

Land 
s,tructures and lmprovcmcnt.s 

Equip~ent .. 

IilfrastfUCt~ie 

''. I 

ConstruCtjori in Progr~ss (CIP) 
: T"ot~l Capil~l Assets 

"' 
Accumulated Depreciation 

~et Capital Assets 

$ 

$ 

,, · .. · .. 
Tab)e 3,,.,.jJapital Assets (in milli()ns) ·'.1 ,., 

Governmental, , . 

Activities 
21107 2006 

174.8 $ 174.5 
'83.6 83.8 

' '.J'I - ~ . 
72.7 76.1 

'' 473.9 ,456.9 
;f·' 

104.1 86.3 

909.1 877.6 
(336. 7) (324.0) 

572.4 $ 553.6 

: j '! '! ' .... 

)Business-type .. : 1 ... - Total..: 

Activities Total Dollar Percent 
2007 

$ 

' •, 151.11, 
' 34.8 
'' ' 
,-, 

0.1 
185.9 ' 

{67.1) 

$ 118.8 

$ 

.... 

2006 

'' 

2007 2006 Change Change 

$ 174.8 ' $ 174.5 '$ 0.3 ' . 0.2% 
,(O(j) ,. ~0)% 
(2.,1 );,," 

' .,234.6 "" .,235.f, 
_ . I 07.5 <. i 109.6 

473.9; ' ,456.9: 
104.2 -86.3 

17.0 
.1'' ' - . 

17.9 

~.~ .. ~% 
3.7% 

20.7% 
' ' 

32.5 3.1% 
,, .·.;. .., I 

- 184.9 1,095.0 1,062.5' 
(19.1) 5.0% 

' ' . ( 60: 7i -=-',.,( 4-"0 3""'. 8;;,:\ .. · -:-('-"3":84':'-' 7'"'-) 
$ 124.2 $ 691.2 $ 677.8 $ 13.4 -. 2.0% 

... 
Capital projects are generally completed over multiple fiscal years and flow through the 
Construction in Progress·. (CIP.) ·.to completion and· are· then transferred to Structures and 
imprbvein~nts; Equipment or. Infrastructure. The .County's majo~ capital asset events in the 
current fiscal year included the ConstrUction in Prbgress additions for the, Courthouse ~oillpl~x 
and Infrastructure as prior y~ars' CIP was transferred upon completion. ' - · · - ' ' 

. ' ' • • ... • "1f : •• - ) 

As a result of the implementation of GASB 34, the accompanying government-wide financial 
statements include those infrastructure assets:·that were eiiher'completed during the'fisc~l year o;:· 
considered Construction.in'Progress atyear~erid. ' ' , . ' . ' . . --

, "' ' '.'' , , • - • , , J,· . ', I ·~ :, ',. ' . '' - •; 

Additiorial-in.fortn~tion o~ tlie County's .capital assets can· be found in ·Note5 on page 58 cifthis 
report. :·->~.,· .·· ~j ;,•.: ·,:.;:. :·.·: • ... ·li:. I ,. .,.,,,, :- ;'. : ., 

Long-Term Debt At June 30, 2007, the CountY had'totallorig-tenh debt outstanding of$253.7. 
This' was an increase of$53.4 or 26.8% froin prior year $200.3.' '' ' ., · 

' ' ' j ~ ;,.o'):JI '1'•· ' ,·• ;;o >1( I < ' •• ' 
1

•0H,. "~ . .)'''·! 

Moody's has assigned an A3 rating to the'County with a'posiiive outlo~k; due to' si'giilficanil),' 
improved financial flexibility and strong financial perfcilmance in recerit years.' ! '"i' ' ' '" ' ,' 

Certificates of participation 
Revenue bonds 
Loans payable-Bureau of Reclamation 
Judgment Obligation Bonds 
Other bonds and notes 

Total 

$ 

$ 

TABLE 4- Long Term Debt (in millions) 

Governmental 
Activities 

2007 2006 
144.0 $ 87.5 

1.1 1.2 
32.9 33.9 

5.5 6.1 
0.8 1.1 

184.3 s 129.8 

Business-type 
Activites 

2007 2006 

$ 69.4 $ 70.5 

$ 69.4 $ 70.5 

14 

$ 

$ 

Total 
2007 

213.4 $ 

1.1 
32.9 

5.5 
0.8 

253.7 $ 

Total 
DoUar Percent 

2006 Change Change 
158.0 $ 55.4 35.4% 

1.2 (0.1) -8.3% 
33.9 (1.0) -2.9% 
6.1 (0.6) -9.8% 
1.1 (0.3) -27.3% 

200.3 $ 53.4 26.8% 



COUNTY OF MONTEREY 
MANAGEMENT'S DISCUSSION AND ANALYSIS 

State statutes limit the amount of general obligation debt a government entity may issue to 1.25% 
of the total assessed valuation of property within the County. The current debt limitation of the 
County is $599.0, which is significantly in excess of the County's outstanding total debt of 
$253.7. The above schedule does not include some other liabilities such as estimated self
insurance liabilities, compensated absences and estimated landfill closure. 

Additional information on the County's long-term debt can be found in Note 9 on page 61 of this 
report. 

ECONOMIC ANALYSIS AND NEXT YEAR'S BUDGET AND RATES 

The following are economic factors for 2007-08: 

• Property Tax Values are estimated to decrease 6.6% below 2006-07levels. 
• ·In accordance with previously negotiated contracts, Units D, E, F, H, J, K, M, N, P, R, X,· 

Y, and Z received a 3.5% increase in July 2007. Units A, B and C received a 3.0% 
increase and Units Q and V received a 4.0% increase effective July I, 2007. Unit L 
received a 3.0% increase on November I, 2007. 

• The County of Monterey adopted an ordinance for reserve policies. Beginning in FY 
2004-05, General Fund reserves will be accumulated over eight years to equal ten percent 
of the General Fund budgeted revenues. The reserve is established for use in legal 
judgment settlements against the County, economic downturns, natural disasters and 
reductions in State Aid. Fiscal year 2006:07 strategic reserve billance was $33.7. 

• The 2007-08 board adopted budget for the General Fund totals $556.9, an increase of 
$32.0 over 2006-07 primarily due to an anticipated increase in expenditures across all 
activities as a result of revenue increases in aid from other governmental agencies, taxes, 
and most other areas. Increases in salaries and benefits associated with increased staffing, 
competitive compensation and higher retirement costs coupled with continuing litigation 
and a cash contribution to NMC impact the difference. 

CONTACTING THE COUNTY'S FINANCIAL MANAGEMENT FOR REQUESTS FOR 
INFORMATION 

This financial report is designed to provide our citizens, taxpayers, customers, investors and 
creditors with a general overview of the County's finances and to demonstrate the County's 
accountability for the money it receives. If you have questions about this report or need 
additional information, contact the County of Monterey, Office of Auditor-Controller, 168 West 
Alisal Street, Salinas, CA 93901. 
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COUNTY OF MONTEREY 

Statement of Net Assets 
June 30, 2007 

Prima!1 Government 
Governmental· Business-Type 

Activities Activities Total 
ASSETS 
Cash and Investments: 

Held in County treasury $ 261,774,905 $ 12,486,293 $ 274,261,198 
Held with trustee 77,383,935 896,612 78,280,547 
lmprest cash 18,500 2,128 20,628 
Restricted cash 1,905,602 1,905,602 

Receivables 55,934,947 11,112,242 67,047,189 
Inventories 404,288 1,111,593 I ,515,881 
Land held for resale and development 915,680 915,680 
Prepaid items 217,952 785,028 1,002,980 
Internal balances ·: (2,837,877) 2,837,877 ,. 
Long-term receivables _ 14,893,001 14,893,001 
Bond issuance coSts, net Of amortiz3tiO"n 2,360,537 1,078,033 3,438,570 
Capital assets: 

Nondepreciable 278,893,320 61,998 278,955,318 
Depreciable, net 293,587,868 118,735,443 412,323,311 

Total Assets . $ 985,452,658 $ 149107247 $ I 134 559 905 

LIABILITIES • • • : ~ • 1 

Vouchers and accounts payable $ 17,340,147 $ 4,933,442 $ ' 22,273,589" 
Accrued salari~s and benefits 5,455,645 1,194,721 6,650,366 .. 
Accrued interest payable 901,072 1,387,302 2,288,374 
Accrued liabi1ities· 2,073,833 3,088,606 5,162,439 
Deposits from others 7,189,534 856,171 8,045,705 
Unearned revenues 50,830,177 211,025 51,041,202 
Long-term liabilities: 

Due within one year 22,013,525 5,795,354 27,808,879 
Due beyond one year 233,410,231 71,784,331 305,194,562 

Total Liabilities ... 339,214,164 89,250,952 428,465,116 

NET ASSETS 
Invested in capital assets, net of related de~t 472,944,995 47,333,756 520,278,751 
Restricted for: 

Community resources and facilities 24,181,818 24,181,818 
Health and public assistance 2,962,308 2,962,308 
Disaster assistance 258,355 258,355 
Debt Service 6,170,759 6,170,759 
Capital projects 64,815,247 64,815,247 
General government and suppo~ servic.t?s 7,323,407 7,323,407 

Unrestricted 67,581,605 12,522,539 80,104,144 
Total Net Assets 646,238,494 59,856,295 706,094,789 

Total Liabilities and Net ASsets $ 985,452,658 $ 149 107 247 $ I 134 559 905 

The accompanying notes are an integral part of these financial statements. 
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FunctionS/Programs 
Primary Government , .. 

Governmer1tal,Activities: 
1 

-_ ~: 
Genef-ftl gOvernment . 
Pub.li~ 'safety 
Public ways and facilities 
Health and sanitation ·.· .. 
Public assistance 
Education 

:.•. 

Reci:"eation and culture services 
Interest on long-term debt 

TO!ai'Govemnieittal Activities · 
.~ -·-·. . 

Business-Type Activities: 
Natividad Medical Center 

Total Business-Type Activities· 

' . , .. ' 

Total Primary Government 

(" .. ,. 
'. "\ 

: .l. :•, -, I . 

·.·. 

COUNTY: OF MONTEREY·. 

Statement ofl\ctivities 
For the Year Ended June 30, 2007 

.. 
Expenses 

. ' 
$ . 74,424,982 

. 1,44,627,926 
,44,828,654 

.115,156,988 ' ... '). •' . 
'1,3.6,394,823 

(U4o,748 
· · 1, ,8,iJ 1,6,547 

3,215,924 
·:· ,. '533,306,592 

•·- ----=- ·--'--

' . ' '135,633,933 
135,633,933 

'o< I 

$ 668,940,525 
' \ : 

\ '' 

. ,, ' 

Program Revenues 
Fees, Fines, and Operating" , .. 

Charges for Grants and . 
Services Contributions· 

$ 38,268,488 $ 32,429,975 ., 
'·. ·· '·3o,6i3,7s9· 11,786,239 

24,099,123 24,126,228 

· Capital' 
Gnints and 

Contributions 

~-~- ·,,_·. 
; 

,7,17;572 
.. ft.' 

~ :· . . . 
27,162,867 70,468,263 

• '<j.' ~f ' ... 

7,?7~ .... . 136,107,363 
• ..,. :< .,, ,, • :. 

272,984 193,565 
5,993,643 692,284, 

107,590,919 294,631,437 

133,071,226 
133,071,226 " 

$ 240,662,145 $ 294 631 437 

General Revenues: 
Taxes: 

Property taxes 
Sales and use taxes 
Transient occupancy taxes' , · 
Franchise taxes 
Other taxes 

·'' 

:' 

$ ' 

.. . ... 
·" 

,, 

717,572 

'·' 

717572 

UnreStricted'inter'est'and investment earnings· 
Tobacco settlement revenues 
Other revenues·t.,.,, 
Donations 

Transfers ·· · 
Total General Revenues and Transfers 

Change in Net Assets " · 
Net Assets- July I, 2006 as restated 

Net Assets - June 30, 2007 
- t i ,• ' 

. '· "1 

The accompanying notes are an integral part of these financial· statements. 
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$ 

$ 

Net (Expenses) Revenues and 
Changes in Net Assets 

Governmental 
Attivities 

(3,008,947) 
(I 02,227 ,928) 

3,396,697 
(17 ,525,858) 

(279,885) 
(5,874, 199) 
(I ,630,620) 
(3,215,924) 

( 130,366,664) 

(130,366,664) 

137,625,191 
5,767,266 

16,912,274 
6,057,503 
1,657,269 

14,365,668 
4,171,895 
3,040,661 

[I 0,3 71 ,528) 
179,226,199 

48,859,535 
S97 ,3 78,959 

646 238 494 

Primary Government 

$ 

$ 

Business
Type 

Activities 

(2,562,707) 
(2,562,707) 

(2,562,707) 

679,323 
10,371,528 
11,050,851 

8,488,144 
51,368,151 

59 856 295 

$ 

$ 

Total 

(3,008,947) 
(I 02,227 ,928) 

3,396,697 
(17,525,858) 

(279,885) 
(5,874, 199) 
(1,630,620) 
(3,215,924) 

(130,366,664) 

(2,562,707) 
(2,562,707) 

(132,929,371) 

137,625,191 
5,767,266 

16,912,274 
6,057,503 
1,657,269 

14,365,668 
4,171,895 
3,040,661 

679,323 

190,277,050 

57,347,679 
648,747,110 

706 094 789 

The accompanying notes are an integral part of these financial statements. 
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ASSETS 
Cash and Investments: 

H<:ld in County Treasury 
H(:ld with trustee 
Imprest cash 
Rc:strictcd cash 

Rec<:ivablcs 
Due from other funds 
Advan~es to other funds 
Inventories 
Land held for resale 
Prepaid items and other assets 
long-term receivables 

Total As.o;;eL'O 

LIABU.ITIES 
Vouchers and accounts payable 
Accrued salaries and benefits 
Accrued liabilities 
Claims liability 
Due to other funds 
Deposits from others 
Unearned revenues 
Advances from other funds 

Total Liabilities 

FUND BALANCES 
Reserved for: 

Encumbrances 
Unavailable assets 
Debt service 

Unr-eserved: 
General •• 

Designated: 
Self insurance 
Other designations ' 

Undesignated 
Special revenue funds: 

Undesignated 
Capital projects funds: 

Undcsignated 
· Total Fund Balances 

Total Liabilities and 
Fund Balances 

~OUNTYi OF MONTERE;Y 

Balance Sheet • ;t.,• ' 
Governmental Funds 

· J;,de 3o, 2007 . . 
Facility Other 

General Road Community Master Plan Governmental 
Fund Fund DeveloQmcnt lm(!lementation Funds 

$ 111,100,377 $ 8,136,245 $ 1,034,989 $ 20.943,363 $ 81,474,492 
8,616 869,434 66,320,425 10,185,460 

18,500 
1,905,602 

46,340,012 3,875,076 769,814 4,229,815 

~-~ 9,308 
183,800 
259,431 144,857 

915,680 
198,152 19,800 

10,483,645 4 409 356 

$ 160 014 490 $ 12 156178 $ 13 157 882 ~ 87 263 788 $ 101 243 911 

$ 11.554,846 $ 2,433,472 $ 62,153 $ 2,092,599 $ 1,025,245 
5,091,365 147,852 216,428 
1,964,059 109,774 

798,000 
7,205 -- 2,103 

4,744,274 2,399,960 45,300 
34,739,160 5,011,600 11,253,456 6,118,649. 

183,800 
58.891 704 9 992,884 11322,814 2 202,373 7 591 525· 

8,511,142 514,796 .• r 51.700 2,954,266 
277,931 144,857 915,680 

16,351,748 

1,035,468 
53,546.564 750,000 
37,751,681 " 

753,641 1,783,368 29,236,785 

85 061,415 44 193,907 
101 122,786 2,163,294 1 835,068 85 061,415 93,652 386 

s 160014490 i 12156178 ~ 13 157,882 s 87 263,788 ~ 101 243 911 

The accompanying notes are an integml part of these financial statements. 
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Total 

$ 222,689,466 
77,383,935 

18,500 
1,905,602 

55,214,717 
9,308 

183,800 
404,288 
915,680 
217,952 

'14 893,()01 

$ 373 836 249 

$ 17,168,315 
5,455,645 
2,073,833 

798,000 
9,308 

7,189,534 
57,122,865 

183,800 
90 001 300 

12,031,904 
1,338,468 

16,351,748 

1,035,468 
54,296,564 
37,751,681 

31,773,794 

129 255 322 
283 834,949 

~ 373 ~36 249 



COUNTY OF MONTEREY 

Reconciliation of the Governmental Funds Balance Sheet to 
the Governmental-Wide Statement of Net Assets- Governmental Activities 

June 30, 2007 

Fund Balance - total governmental funds (page 25) 

Am<?unts reported for governmental activities in the 
statement of net assets are different because: 

Capital assets used in governmental activities are not financial resources 
and, therefore, are not reported in the governmental funds. 

Other long-tenn assets are not available to pay for current-period expenditures 
and, therefore are deferred in the governmental funds. 

Internal service furids are used by the County to charge the cost of genei-al 
liability and workers' compensation insurance to individual funds. The assets and 

· · liabilities Of the internal service funds are included in governmental activiti~s in 
the statement of net assets. Internal service fund net assets are: 

Issuance costs on certificates of participation are capitalized and amortized over the 
life of the related debt issue. 

· Long-tenn liabilities, including bonds payable, are not due and payable 
in the current period and therefore are not reported in the governmental 
funds. Interest on long-term debt is not accrued in governmental funds, 
but rather is rec~gnized as an expenditure when due. All liabilities are 
reported in.the statement of net assets. Balances as of June 30, 2007 are: 

Bonds and notes payable 
Certificates of participation 

. Unamortized premium on certificates of participation 
Unamortized gain on refunding of certificates of participation 
Capital lease obligations 
Accrued interest on long-term debt 
Compensated absences . 
Estimated landfill closure and postclosure costs 

$ (34,827,766) 
(144,400,000) 

(2, 198,432) 
2,630,272 

(222,947) 
(90 I ,072) 

(25,087,476) 
(4,125,098) 

. Adjustment necessary to close Internal Service Funds activities. This is the cummulative 
- .exces~ of'r~venues over exPenseS allocable to business-type activities 

Net assets of governmental activities (page 19) 

The accompanyi~g notes are an integral part of these financial statements. 
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$ 283,834,949. 

572,481,188 

6,292,688 

(6,760,4'72) 

2,360,537. 

'(209,132,519) 

(2,837 ,877) 

$ 646 238 494 



Revenues: 
T:ues, VLF and franchises 
Licenses and permits 
Fines, forfeitures and penalties 
Revenue from use of money and property 
Aid from other governmental agencies 
Charges for services 
T ohacco settlement and tnisccl!ancous 

Total Re,'enues 

Expenditures: 
Current: 

General government 
Public safety 
Public ways and facilities 
llealth and sanit:ltion 
Public assistance 
Education 
Recreation and culture services 

Debt service: 
Principal 
Interest and debt service costs 

Capital outlay 

Total Expenditures 

Ex(;ess (Deficiency) of Revenues Over 
(Under) Expenditures 

Other Financing Sources (Uses): 
Transfers in 
Transfers out 
Inception of lease 
Issuance of debr: 

Refunding bond 
Premium on refunding bond. 

Payment to refunded bond 
escrow agent 

Total Other Financing Sources (Uses) 

Net Change in Fund Balance 

Fut1d Balances, Beginning of y'ear.restated 

Fu11d Balances, End of Year 

COUN.TY-Ol<; MONTEREY 

Statement of Revenues, Expenditures, a!ld Changes in ~und Balances 
Governmental Funds 

For the Year Efidcd June 30, 2007 · 

Facility 
General Road Community Master Plan 

Fund Fund Dcvc!o~ment !m~!ementation 

5 169,545.478 5 $ s 
15,560,680 1,956,848 
4,551,284 
6,832,025 193,630 192,580 1.9_80,659 

245,!H6.811 24,189,548 901,853 
57.635.022 3,852,862 

6,892,652 47,666 1,155,004 

506,893,952 30,240,554 2,249,437 1,980,659 

64,814,555 1,572,593 110,57 [ 
149,144.040 

16,821,891 
112,998,815 
128,333,772 

8,561.754 

897,769 /5,353,614 20.055,791 

464,750,705 32,175,505 1,572,593 20,166,362 

42,143,247 (1,93(951) 676,844 (\ 8.185:703) 

414,272 1,000,000 1,893,600. 
(29,123,051) (5,323,421) 

53,300,00d 

(28,708,779) I ,000,000 49,870,179 

13,434,468 (934,951) 676,844 31,684,476 

87,688,318 3,098,245 1,158,224 53,376,939 

$ IDI 122 786 $ 2 163 294 $ I 835 068 $ 85 06! 415 

The accompanying notes arc an integral part of these financial statements. 

27 

Other 
Governmental 

Funds Total 

s !2,377,173 s 181,922,651 
27,400 17,544,928 
23.192 4,574.476 

4,226,823 13,425,717 
10, !06,57 I 281,074,783 
19,953,720 81,441,604 
2,480,97.7 I 0,576,299 

49,19.5,856 590.560.458 

7,991,481 74,491,200 
149,144,040 

16,171,327 32,993,218 
3,716,287 116,715,102 
8,659,278 136,993,050 
6,277,426 6,277.426 

22,187. 8,583,941 

3,632,661 . 3,632,661 
?.265,791 7,265,791 

625,040 . 36,932,214 

54,363,471!· 573,021!,643 

(5,167,622) 17,531,815 

L 

. 28,428,019 ., ; .;,31,735,891 

. (7,660,947) (42,107,419) 
70,925 70,925 

91,100,000 144,400,000 
2,198,432 2,198,432 

(87,895,272) (87,895,272) 
26.241,157 48,402,557 

21.073.535 65,934,372 

72,578,851 217.900,577 

$ 93 652 386 $ 283 834 949 

http://245.S76.SI1
http://101.I22.7S6


COUNTY OF MONTEREY 

Reconciliation of. the Statement of Revenues, Expenditures, and 
Changes in Fund Balances of Governmental Funds to the 

Governmental-Wide Statement of Activities -Governmental Activities 
For the Year Ended June 30,2007 

Net Ch.ange in fund balance -total governmental funds (page 27) 

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

Governmental funds report capital outlay as expenditures. However, in 
the statement of activities, the cost of those assets is allocated over 
their estimated uscfulliveS.and reported as depreciation expense. 

Expenditures f9r general capital assets, infrastructure, and other 
related capital asset adjustment 
Less current year depreciation 

Revenues in the statement of activities that do not provide current 
financial resources arc not reported as revenues in the funds. 

Some expenses reported in the statement of activities do not 
require the usc of current financial resources and, therefore, arc 
not reported as expenditures in governmental funds. In addition, 
interest on long-term debt is not recognized under the modified 
'accrual basis of accounting until due, mthcr than as it accrues. 

Change in accrued interest on long-term debt 
Change in compensated absences 

. Ch~nge in csti~atcd landfill closu_re and postcl<?~ure 

Long-tenn debt proceeds provide current financial resources for governmental funds, 
but issuing debt increases long-te;m liabilities in the statement of net assets. Costs 
associated with the issuance of debt arc reported as expenditures in the governmental 
funds, but deferred and am011ized through out the period during which the associated 
debt is outstanding. Prepayment of debt principal is an expenditure in the governmental 
funds, but the repayment reduces long-term liabilities in the statenwnt of net assets. 

Inception of capital lease 
Issuance of refunding certificates of participation 
Premium on refunding certificates of participation 
Payment to refunding agent 

·Debt issuance costs 
Principal repayments: 

General obligation bonds 
Certificates of Participatiqn 
Revenue bonds 

·Special assessment ~~nds 
Notes and loans 
Capital leases 

Internal service funds are used by management to charge the costs of 
certain activities to individual funds. The net revenue of 
certain activities of the internal service funds is reported with 
governmental activities. 

Adjustment necessary to close Internal Service Funds activities. This is the current year 
excess of revenues over expenses allocable to business-type activities 

Change in net assets of governmental activities (page 21) 

$ 41,641,748 
( 19,356,0 15) 

I, 13R,559 
(2,236,712) 

556,858 

(70,925) 
( 144,400,000) 

(2, 198,432) 
H7,895,272 

2,360,537 

5,108 
2,205,000 

46,000 
5,000 

1,371,554 
99,870 

The accompanying.notes are an integral part ofihese financial statements. 
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$ 65,934,372 

22,285,733 

415,579 

(541,295) 

(52,681,016) 

15,342,980 

(1,896,818) 

s 48.859.535 



COUNTY OF MONTEREY 

Statement of Revenues, ~xpenditurc~. and C_hange~ in Ful)d B.alanccs - Budget a~d A,ctl!.al 
Gen-eral-Fund · 

For the. Year Ended June 30, 2007 

' .. Budlil:ctcd Amounts AcwaJ Amounts 

" 
,, .... • ..... Ori~inal Final (Bud~cta!l: Basis) 

Rtwenues. . ... l.. .. 
'faxes, VLF :ind franChiseS $ 159,41.?:065 $ 161.019,604 $ 169.545,478 

, Lice~es and pcnnits .- t., .- , 15,753,440 15,753,440 15.56?.680_ 
Fines, fOrfeitures and_ps:nal,ties · '4.o42.126 4,459,909 ·~ (551,284 
Revenue 'from use of money and property 3:974,948 4,098,162 . 6:832.025 

Aid from other governmental agencies 249,396,946 261,212.299 245,876,811 

Charges for services . 61,848,290 60,084,261 57,635,022 
Tobacco settlement and miscellaneous 6,992,294 7,766,680 6,892,652 

Total revenues 501,425.109 5!4,394,355 506,893,952 

El\penditures 
Current: 

General government 96.293.095 82,123.865 66.829,408 

Public safety ,, 146,708.861 153,799,789 149,335,542. 

PUblic ways and facilities 1,200.000 

Health and sanitation 109,552,899 117.958,510 113,642,113 

Public assistance 130,792,758 134,571.703 128.427,461 
Culture and recreation 9,004,895 8.822,61;1 7,830,985 

Capital outlay 482.650 897,769 > 

Total expendiiUres 493,552.508 497,759,198 466,963.278 

Excess (Deficiency) of Revenues Over 
(Under) Expenditures 7.872,601 16,635,157 39,930,674 

Othei--finandiig sources (uses) 
J, '· ., 

Transfers in 1.687,277 1,540.904 414,272 

Transfers out (27.455,451) (33,993,055) (29,123.051) 

Total Other Financing Sources (Uses) (25,768,174) (32,452,151) (28,708.779) 

Net cha_nge in budgeta~ f~n~ balances (17,895,573) (15,816,994) 11.221.~95 

Budgetary fund balances. July I 87,688,318 87,688.318 87,688,318 

-· 
Budgetary fund balances. June JO s 69 792,745 $ 71 871 324 $ 98 910.213 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

!Jsesloutflows of resources 

Actual amountS (budgetary basis) of expenditures from the budgetai-y comparison statement 

[>ifferences- budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

year the order is placed lOr budgetary purposes, but in the yc:ir the supplies arc 
received for financial reporting purposes 

'total expenditures as reported on the statement of revenues, 
expenditures. and changes in fund balances - governmental funds 

The accompanying notes are an integral part of these financial statements. 
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Variance with 

Final Uudgct 

Positive 

(Ncl;l;ative) 

$ 8.~25,874 

(192,76<)) 

91.375 

2,733,863 

(15,335,488) 

(2.449.239) 

(874,028) 

(7.500,403) 

'' i 
15,294.457 

4,464,247 

4,316,397 

. ' 6.144.242 

991,696 

(415,119) 

30,795,920 

. 23,295,517 

'i 

(1,126,632) 

4,870,004 

3.743,372' 

27,038,889 

$ 27 038 889 

$ 466,963,278 

(2.212.573) 

$ 464 750 705 



COUNTY OF MONTEREY 

Statement of Revenues, Expenditures, and Changes in Fund Balances -Budget and Actual 
Road Fund 

For the Year Ended June 30, 2007 

Budgeted Amounts Actual Amounts 
Original Final (Budgeta~ Basis2 

Revenues: 
Licenses, permits and franchises $ 3,516,292 $ 2,465,623 $ 1,956,848 
Revenue from use of money and property 150,000 305,500 193,630 
Aid from other governmental agencies 28,220,569 26,208,436 24,189,548 
Charges for services 3,692,637 5,484,616 3,852,862 
Other revenue 4,000 4,000 47,666 

Total Revenues 35,583,498 34,468,175 30,240,554 

Expenditures: 
Current: 

Public ways and facilities 37,781,088 12,353,511 16,756,783 
. Capital outlay 24,660,099 15,353,614 

. Total Expenditures 37,781,088 37,013,610 32,110,397 

Excess (Deficiency) of Revenues Over 
(Under) Expenditures (2, 197,5902 (2,545,4352 (1,869,843) 

Other Financing Sources (Uses): 
Transfers in 1,000,000 1,000,000 1,000,000 

Total Other Financing Sources (Uses) 1,000,000 1,000,000 1,000,000 

Net change in budgetary fund balances (1,197,590) (I ,545,435) (86~,843) 

Budgetary fund balances, beginning 3,098,245 3,098,245 3,098,245 

Budgetary fund balances; ~nding $ l 900 655 $ 1552810 $ 2 228 402 

Explanation of Differences between Budgetary Inflows and OutfloWs and GAAP Expenditures: 

Uses/outflows of resources 

Actual ammmts (budgetary basis) of expenditures from the budgetary.comparison statement 

Differences - budget to GAAP: ~pi 

Encumbrances for supplies and services ordered but not received is reported in the 
year the order is placed for budgetary purposes, but in the year the supplies an 
received for financial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances - governmental funds 

The accompanying notes are an integral part of these financial statements. 
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Variance with 
Final Budget 

Positive 

(Negative2 

$ . (508,775) 

(111,870) 
(2,0 18,888) 
(1,631,754) 

43,666 
( 4,227,62 '2 

(4,403,272) 
9,306,485 
4,903213 

675,592 

675,592 

$ 675 592 

'$ 32,110,397 

65,108 

$ 32 175 505 



. ' 
COUNTY OF MONTEREY 

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual 
Cofll!llunity Development 

For the Year Ended June 30,2007 

Bud11eted Amounts Actual Amounts 
OriBinal Final (Bud11eta!2 Basis) 

Revenues: 
Revenue from use of money and property $ 145,000 $ 145,000 $ I 92,580 
Aid from other governmental agencies 2,991,000 2,991,000 901,853 
Other revenue 1,090,600 1,090,600 1,155,004 

Total Revenues 4,226,600 4,226,600 2,249,437 

Expenditures: 
Current: 

Variance with 
Final Budget 

Positive 
(Ne11ative) 

$ 47,580 
(2,089,147) 

64,404 
(1,977,163) 

General government 4,894,292 5,142,426 1,524,763 ., .• 3,617,663 
Total Expenditures 4,894,292 5,142,426 

Excess (Deficiency) of Revenues Over 
(Under) Expenditures (667,692) (915,826) 

Other Financing Sources (Uses): 
Transfer: out 9,500 

Total Other Financing Sources (Uses) 9,500 

Net change in budgetary fund balances (667,692) (906,326) 

Budgetary fund balances, beginning 1,158,224 1,158,224 

Budgetary fund balances, ending $ 490 532 $ 251 898 $ 

Explanation of-Differences-between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resources 

Actual amOUnts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences -budget to GAAP: 
Encumbrances for supp_\ies and services ordered but not received is reported in tht: 

ye<ir the ofder ls placed for budgetary purposes, but in the year the supplies are 
received fof fi{.anciaf reporting pur],oses 

Total expenditures as reported on the combining statement of revenues, 
expe~ditureS>and changes, in fund-balances- govenunental funds ,,:_._. -

' ' ,. 

1,524,763 ... 

724,674 

724,674 

. 1,(58,224 -

'" I 882 898 

The accompanying notes are an integral part of these financial statements. 
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3,617,663 

1,640,500 

- (9,500) 
(9,500) 

1,631,000 

$ 1,631,000 

$ 1,524,763 

47,830 

$ I 572 593 



Assets 
Curicnt Assets: 

Cash and cash equivalents 
lmrrcst ca~h 
Patient's aCcounts i'eceivable, net of estimated 

- uncollectable of$74,145,172' 
Accounts receivable 
Due from other agencies 
Inventories 
Prepaid expenses 

Total Current ASsets-

Noncurrent Assets: 
Restricted Assets: 

Held by trustee 
Capitai assets: 

Depreciable, net 
. Deferred charges 

- -Total Assets 

Liabilities 
·Current Liabilities: 

Accounts payable 
Accrued salaries and benefits 
Accrued-interest payable 
Accrued liabilities 
DepOsit~ from others 
Unearned revenue 

COUNTY OF MONTEREY 

Statement of Fund Net Assets 
Proprietary Funds 

June 30, 2007 

Current portion of long-term debt and other liabilities 
Total Current Liabilities 

Long-Term Liabilities: 
Claims liability 
Bonds payable ,, 
Certificates of participation 
Capital leases 
Compensated absences 

Total Long-Term Liabilities 
Total Liabilities ... 

Net Asset~ 
Invested in capital assets, net of related debt 
Unrestricted (deficit) 

Total Net Assets "' .· 'r 

Adjustment to reflect the consolidation of internal service fund 
activities related to enterprise funds 

Net assets of busincs~-type activities 

Business-Type 

Activities-

Entc!:,Erisc Funds 

Natividad 
Hos~ital 

s 12.486,293 
2,128 

8,120.742 

2,991,500 
1,111,593 

785 028 
25,497,284 . 

896.612 

118.797,441 
1,078.033 

146.269,370 

4,933.442 
1,194,721 
1,387,302 
3,088,606 

856,171 
211,025 

5,795.354 
17,466.621 

67.088,976 
2,624.677 
2,070.678 

71 784,331 
89 250.952 

47.333.756 
"9.684,662 

'57,018.418 

2,837.877 

$ 5{),X56,295 

The accompanying notes are an integral part of these financial statements. 
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Governmental 

Activities 
Internal 
Service 
Funds 

$ 39.085,439 

724,828 

39,810,267 

39.810,267 

176,430 

to.599 018 
10,775,448 

30,999,994 
4,795,297 

35.795.291 
46 570,739 

(6.760.472) 
$ (6 760,472) 



COUNTiY>OF;MONTEREY 

Statement of Revenues, Expenses and Changes in Net Assets 
Proprietary Funds. 

For the ,Year. Ended June. 30, .. 2007 

. '' 

Operatin·g ReVenues: 
Net patient scrvices,revcnue~ , 1 

Other. charges for scr:viccs 
Other operating revenues, -
, Total Operating Rc~Cnues 

Operating Expenses: 
salaries and wages 
Employee benefits 
Supplies 
Provisions for doubtful accounts receivable 
ClaimS expense 
Utilities 

"PurChased serVices 
Insurance 
Depreciation 

. Other 
Total Operating Expenses 

Net Operating Income (Loss) 

Non-Operating Revenues (Expenses): 
-Interest income 
Interest expense 
Gain on sale of assets 
Donations 

Total Nofi.:'Operating RCvcnUes (Expenses) 

lncome (Loss} Before Transfers 

Transfers in 

Change in N.(£ Assets 
Net Assets- Beginning of Year, restated 

'h 

Business-Type 

Activities

Enterprise Funds 

Natividad 
Hospital 

4,529,430 
133,041,226 

44,948,530 
18,902,337 
9,397,852 

16,659,303 

.. 2,702,791 
28,179,237 

2,101,197 
6,809,476 

, 3, I i 9,:i56 
132,820,379 

220,847 

30,000 
(4,712,372) 

2,000 
679,323 

( 4,00 I ,049) 

(3,780,202) 

10,371,528 

6,591,326 
50,427,092 

Governmental 

Activities 
Internal 
Service 
Funds 

18,485,796 
5,969,232 

24,455,028 

98,606 .. , 
. '. ' 

7,502,628 

943,254 
I ,925,795 . 

I 0,470,283. 

13,984,745 

1,560,302 
(202,067) 

I ,358,235 

15,342,980 

15,342,980 
(22, I 03,452) 

Net Assets - End of Year $ 57 018 418 $ (6,760,472) 

Ch<inge irl net assets, from ~hove 
Adjustment to reflect the cOnsOlidation of internal service fund 
activities related to enterprise funds 

C~angc in net assets of business-type activities 

$ 

$ 

6,591,326 

I ,896,818 

8488144 

The accompanying notes are an integnil part of these financial statements. 
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COUNTY OF MONTEREY 

Statement of Cash Flows 
Proprietary Funds 

For the Year Ended June 30, 2007 

Business-Type 
Activities - Governmental 

Ente!]rise Funds Activities 
Internal 

Natividad Service 
HosEital Funds 

Cash Flows from Operating Activities: 
Cash received from patients and third party payers $ 118,791,370 $ 
caSh receipts from customers and users 23,751,193 
Cash paid 'to employees for services (63,701,949). 
Cash paid to suppliers for goods and services (45;545,795) (12,037,885) 

Net cash provided (used) by operating activities 9,543,626 II ,713,308 

Cash _flows from noncapitaJ· financing activities: 
Transfers received for other than capital purposes I 0,371,528 
Donations 679,323 

Net cash provided (used) by noncapital financing activities II 050,851 

Cash flows from capital and related financing activities: 
Principal paid on capital" related debt (3,304,321) (670,000) 
Interest paid on capital related debt (4,210,934) (212,950) 
Payments related to thC acquisition of capital assets ( 1,389, 127) 
Proceeds from capital related debt 784,239 
Proceeds from the sale of capital assets 2,000 

Net cash provided (used) by capital and related 
· financing activities · (8,118,!43) (882,950) 

Cash flow from investing activities: 
Interest payments received 30 000 I ,560,302 

Net ~ash provided (used) by investing activities 30,000 I ,560,302 

Net increase (decrease) in cash and cash equivalents 12,506,334 12,390,660 
Cash and equivalents, fuly- ( 878,699 26,694,779 
Cash _an~ equ~valents, June 30 $ 13 385 033 $ 39 085 439 

Reconciliation of cash and crish eguivalents to Statement of Net Assets 
Cash and cash equivalents $ 12,486,293 $ 39,085,439 
lmprest cash 2,128 
Restricted cash 896 612 
Total cash and cash equivalents ~ 13,385,033 ~ 39,085,439 

continued 

The accompanying notes are an integral part of these financial statements. 
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COUNTY:OF.MONTEREY · 

Statements of Cash Flo:-vs (continued) 
Proprietary Funds 

For the Year Ended June 30, 2007 

Reconciliation of operating income to net cash 
provided by operating activities: 

Business-Type 
Activities -

Enterprise Funds 

Natividad 
Hospital 

Governmental 
Activities 
Internal 
Service 
Funds 

Operating income 
AdjuStinents to reconcile operating income to net 

$ 2 20' 84 7 "$--,----'1"'3"', 9-"84_,_, • .:._7 4.:.:5:... 

cash provided (used) by operating activities: 
D.epreciation 
Incre'aSe (decrease) itl provision for doubtful accounts 
(Increase) decrease in accounts receivable 
(Increase) ~ecrease in inventories 
(Increase) decrease in prepaid items 
Increase (decrease) in accounts payable 
Increase (decrease) in other accrued liabilities 
Increase (decrease) in deposits from others 
Increase_ ( deqease) in ufl~amed revenue 
Increase (decrease) in compensated absences 

ln_~re!l~e (d_~9rease) i~. claims I.iability 

Total Adjustments 

Net cash provided (used) by operating activities 

Noncash investing, capital, and financing activities: 
Refunding bonds deposited directly with tmstee 
Transfer from escrow to refunding agent 
Issuance costs withheld from bond proceeds 

$ 

$ 

6,809,476 
16,659,30~ 

( 15,020,692) 
49,100 
(63,281) 

(806,046) 
775,165 
856,171 
(85,335) 
148,918 

•'-:-, 

9,322,779 

9 543 626 

7,945,174 
(7,814,934) 

( 130,240) 

The accompanying notes are an integral part of these financial statements. 
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(703,835) 

113,787 

· (I ,68 089) 

(2,271 ,437) 

$ II 713 308 

$ 



ASSETs· 

COUNTY OF MONTEREY 

Statement of Fiduciary Net Assets 
June 30, 2007 

Cash and investments held in County treasury 
Taxes receivable 
Long-term receivables 

Total Assets 

LIABILITIES 
Accounts payable 
Agency funds held for others 

Total Liabilities 

NET ASSETS 
Net assets held in trust for investment pool 

participants 

Total Net Assets 

Investment 
Trust 

$ 551,712,568 

551,712,568 

551,712,568 

Agency 
Funds 

$ 26,877,047 
36,958,352 

30,000 

63,865,399 

10,936,673 
52,928,726 

63,865,399 

$ 551,712,568 ,;:;$==,;;;;, 

The accompanying notes are an integral part of these financial.statements. · 
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COUNTY OF MONTEREY 

Statement of Changes in Fiduciary Net Assets 
For the Year Ended June 30, 2007 

ADDITIONS 
Contributions to investment pool 
Interest and investment income 

Total Additions 

DEDUCTIONS 
Distributions from investment pool 

Total Deductions 

Change in net assets 

Net assets, beginning of year 

Net assets, end of year 

' 
i · ~ r' 
~ ! '.• ,_ 

Investment 
Trust 

$ 92,790,997 
28,494,620 

121,285,617 

124,350,582 

124,350,582 

(3,064,965) 

554,777,533 

$ 551,712,568 

··· .. 

The accompanying notes are an integral part of these financial statements. 
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NOTES TO FINANCIAL STATEMENTS 

The notes provided in the financial section of this report are considered an integral and essential part of 
adequate disclosure and fair presentation of this report. The notes include a summary of significant 
accounting policies for the County, and other necessary disclosure of pertinent matters relating to the 
fmancial position of the County. The notes express significant insight to the financial statements and are 
conjunctive to understanding the rationale for presentation of the financial statements and information 
contained in this document. 
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COUNTY:OF MONTEREY 

Notes _to Financial Statements 
For the Year Ended June 30, •2007 

Note I: Summary of Significant Accounting Policies -- .":i -,Ito 

.. , 

A The Financial Reporting Entity 

The County of Monterey (the County) was created pursuant to general law as a 
subdivision of the State of California. It is governed by a five-member elected Board 
of Supervisors. As required by generally; accepted accounting principles, the 
accompanying financial statements present the County (the primary government) and 

:;, its component units, entities for which the,government is considered to be. financially 
accountable under the criteria set by Government Auditing Standards Board (GASB) 
Statement No. 14. 

-~ . ' 
Although they are legally separate from the County, the following blended 
component units are reported as if they were a part of the County because the 
Monterey County Board of Supervisors also serves as the governing board of each 
component unit: 

. Monterey County Water Resources Agency, including Storm Drain 
Maintenance District No. 2 and Gonzales Slough Maintenance District 
All County Service Areas 
All County Sanitation Districts except Seaside County Sanitation District 
Monterey County Redevelopment Agency 
Nacimiento Hydroelectric Operations 
Monterey County Financing Authority 

The County does not report any discretely presented component units. 

Complete financial statements of the Monterey County Redevelopment Agency can 
be obtained froin County of Monterey, Intergovernmental Affairs, P.O. Box 180, 
Salinas, CA 93902. ·. · . ' 

The Monterey County Board of Supervisors appoints a voting majority of the 
governing boards of the following entities; however, such entities are excluded from 
the· accompanying basic financial statements due to the fact that (I) the County is not 
able to impose its will on the entity and (2) there is not a financial benefit/burden 
relationship between the County and the entity: 

Monterey County Housing Authority 
Monterey Bay Unified Air Pollution Control District 
All Cemetery Districts· 
Carmel Highlands Fire Protection District 
Mid-Carmel Valley Fire Protection District 
Mission Soledad Rural Fire Protection District 
Salinas Rural Fire Protection District 
North Cou~ty Public Recreation District 

41 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30,2007 

Note I: Summary of Significant Accounting Policies . 

B. Basis of Presentation 

Government- Wide Financial Statements 

The.statement of net assets and statement of activities display information about the 
primary government (the County) and its component units. These statements include 
the financial activities of the .overall government, except for fiduciary activities. 
Eliminations have been made to minimize the double counting of internal activities. 
These statements distinguish between the governmental and business-type activities 
of the County. Governmental activities, which normally are supported by taxes and 
intergovernmental revenues, are reported separately from business-type activities, 
which rely to a significant extent on fees charged to external parties. 

The statement of activities presents a comparison between program expenses and 
program revenues for each segment of the business-type activities of the County and 
for each function of ihe County's governmental activities. Program expenses include 
direct expenses, which are clearly identifiable with a specific function, and allocated 
indirect expenses, Program revenues include I) charges paid by the recipients of 
goods or services offered by the programs and 2) grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular program. 
Revenues that are not classified as program revenues,. including all taxes, are 
presented instead as general revenues. 

As a general rule, the effect of interfund actw1ty has been eliminated from the 
government-wide financial statements. Exceptions to this general rule are payments 
for services where the amounts are reasonably equivalent in value to the interfund 
services provided and other charges between the County's funds .. Elimination of these 
charges would distort the direct costs and program revenues reported for the various· 
functions. 

When both restricted and unrestricted net assets are availabl.e, restricted resources are 
used first, then unrestricted resources as they are needed .. 

Fund Financial Statements 
... ; .. 

The fund financial statements. provide information about ihe County's funds, 
including fiduciary funds and blended component units. Separate statements for each 
fund category - governmental, proprietary and fiducimy - are presented. The 
emphasis of fund financial statements is on major governmental and enterprise funds, 
each displayed in a separate column. All remaining governmental and enterprise 
funds are separately aggregated and reported as nonmajor funds. 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For_the"Y ear Ended June 30, 2007 

Note I: Summary of Significant Accounting Policies .'- -:~·- :. · ... 
B. Basis of Presentation (continued) 

Fund Financial Statements (continued) 

Proprietary funds distinguish _operating ·revenues and expenses. from nonoperating 
items. Operating revenues and expenses generally result from providing services and 
producing and delivering goods in connection with a proprietary fund's principal 

,. · ·ongoing operation. The principal operating revenues of the County's enterprise fund 
and internal service funds are charges to customers for.sales and services. Operating 

· expenses for enterprise funds and internal service funds include the cost of sales and 
services, administrative expenses, and depreciation on capital assets. All revenues and 
expenses not meeting this definition are reported as nonoperating revenues and 
expenses. 

The County reports the following major governmental funds: 

• The General Fund is used to account for all revei:mes and expenditures necessary 
to carry out basic governmental activities of the County that are not accounted for 
through other funds; For the County, the General Fund includes such activities as 
public protection, public. ways and facilities, health and sanitation, public 
assistance, educatiOn and recreation services . 

. , 
- • The Road Fund is used to account for all revenues and expenditures necessary to 

carry out -basic governmental activities of the County that relate to public ways 
not accounted for through other funds. 

• . The Community Development Fund is used · for a variety of economic 
development activities and for planning and technical assistance studies. This 
fund is also used to account for monies received from the State and Federal 
Governments and loaned by the County to individuals and businesses to 
encourage economic growth. 

• The Facility Master Plan Implementation Fund is designated for the renovation of 
the North, East & West Wings of the Courthouse, the renovation of the Old 
Natividad Medical Center and the construction of a new County Administrative 
Building. Additionally, funds will be used to address space needs for various 
other County departments. · 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 1 : Summary of Significant Accounting Policies 

B. Basis of Presentation (continued) 

Fund Financial Statements (continued) 

The County reports the following major enterprise fund: 

• The Natividad Medical Center (the Hospital) accounts for hospital operations 
involved in providing health services to County residents. Revenues are 
principally fees for patient services, payments from Federal and State programs 
such as Medicare, Medi-Cal and Short-Doyle, realignment revenues and subsidies 
.from the general fund. For more detailed information on the hospital, refer to the 
Natividad Medical Center audit report. 

The County reports the following additional fund types: 

• Internal Service Funds account for the County's self-insurance programs 
including workers' compensation and general liability insurance. 

• The Investment Trust Fund accounts for the assets of legally separate entities that 
deposit cash with the County Treasurer. These entities include school and 
community college districts and other special districts governed by local boards, 
regional boards and authorities. These funds represent the ·assets, primarily cash 
and investments, and the related liability of the County to disburse these monies 

-on demand. 

• The Agency Fund' account for assets held. by the County as an agent for various 
local governments. 

C. Basis of Accounting 

The government-wide, proprietary and agency fund financial statements are reported 
using the economic resources measurement focus and the accrual basis of accounting. 
Agency f\lnds have no measurement focus and report only asse!s and liabilities. 
However, Agency funds use the accrual basis of accounting when recognizing 
receivables and payables. .,,, .. 

Revenues are reco~ded when earned and expenses are recorded at the time liabilities 
are incurred, regardless of when the related cash flows take place. Nonexchange 
transactions, in which the County gives (or receives) value without directly receiving 
(or giving) equal value in exchange, include property and sales taxes, grants, 
entitlements and donations. On an accrual basis, revenue from property taxes is 
recognized in the fiscal year for which the taxes are levied. Revenues from sales taxes 
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C::OUNT:Y .. OF MONTEREY 

Notes to Financial Statements 
For the Year. Ended June 30, 2007 

Note 1: Summary of Significant Accounting Policies ·' . 

C. Basis of Accounting (continued) 

are recognized when the underlying transactions take place: Revenues from grants, 
. entitlements and donations are recognized in. the fiscal year in which all eligible 
requirement~ have been satisfied. 

. I , , 

Governmental funds are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. Under this method, revenues are 
recognized when measurable and available ("susceptible. to accrual") .. The County 
considers property tax revenues to be available if they are collected within 60 days of 
the end of the current fiscal period. All other revenues are considered to be available 
if they are collected·· within 90 days· .of the end of the ·current fiscal period. 
Expenditures are generally recorded when a liability is incurred, as under accrual 
accounting. However, debt service expenditures, as· well as expenditures related to 
compensated absences and claims and judgments are recorded only when payment is 
due. General capital assets acquisitions are reported as expenditures in governmental 
funds. Proceeds of general long-term debt and capital leases are reported as other 
financing sources. 

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

D. Cash and Investments 

The County follows the practice of pooling cash and investments of all funds with the 
County Treasurer, except for certain restricted funds which are generally held by 
outside custodians and classified as "Cash and investments with fiscal agents" on the 
accompanying financial statements. Interest earned on pooled investments is allocated 
to the appropriate funds based on the average daily cash balance of each fund for the 
quarter in which tlie interest was earned. 
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COUNTY OF MONTEREY . 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 1: Summary of Significant Accounting Policies (continued)· 

D. Cash and Investments (continued) 

For purposes of the Statement of Cash Flows, the proprietary fund types consider all 
highly liquid investments with a maturity date of three months or less at the time of 
purchase to be cash equivalents. Proprietary fund. type deposits with the County 
Treasurer are demand-type deposits and are therefore considered to be cash 
equivalents. 

Investment in the Treasurer's Pool 

Statutes authorize the County to invest its surplus cash in obligations of the U.S. 
Treasury,. agencies and instrumentalities, corporate bonds rated P-1 by Standard & 
Poor's Corporation or A-1 by Moody's Investor Service, bankers' acceptances, 
certificates of deposit, commercial paper, repurchase agreements, and. the State of 
California Local Agency Investment Fund. Gains and losses are recognized upon sale 
based upon· the specific identification method. Investments in nonparticipating 
interest-earning investment contracts. (guaranteed investment contracts) .are reported 
at cost, commercial paper which have maturities of less than 90 days are reported at 
amortized cost and all other investments are reported at fair value. The fair values of 
investments are obtained by using quotations obtained from independent published 

-sources. 

The fair value of participants' position in the County's investment pool is the same as 
the value of the pool shares. The method used to determine the value of participants' 
equity withdrawn is based on the book value of the-participants' percentage at the 
date of such withdrawal. 

E. Inventories 

Inventories are stated at cost (first-in, first-out basis) for governmental funds and 
lower of average cost or market for proprietary funds. Jnventory recorded by 
governmental funds includes postage and materials and supplies for roads. 
Governmental fund inventories are recorded as expenditures at the time the inventory 
is consumed. Reported inventories of governmental funds are equally offset by a fund 
balance reservation to indicate that portion of fund balance not available for future 
appropriation. 

Inventory recorded in the proprietary funds mainly consists of maintenance supplies 
as well as pharmaceutical supplies maintained by the Hospital. Inventory is expensed 
as the supplies are consumed. 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30; 2007 

Note I: Summary of Significant Accounting Policies (continued) 

F. Property Taxes 

Property taxes attach as an enforceable lien on secured and unsecured property as of 
January I, and are levied as of July I. Secured property taxes are due in two 
installments on November I and February I and become delinquent on December I 0 
and April I 0, respectively. Unsecured property taxes are due on July I and become 

·delinquent, if unpaid, on August 31. The County bills and collects its own property 
taxes and also collects such taxes for cities, schools, and special districts. 

G. Capital Assets 

Capital assets (including infrastructure) are recorded at historical cost or estimated 
historical cost if actual historical cost is not available. Contributed capital assets are 
valued at their estimated fair market value on the date contributed. Capital assets 
include public domain (infrastructure) general capital assets consisting of certain 
improvements including roads, bridges, lighting system, drainage system, dams and 
water systems. The County defines capital assets as assets with an initial, individual 
cost of more than $5,000 and an estimated useful life in excess of one year. For 

. buildings, the capitalization threshold is $125,000. Capital assets used in operations 
are depreciated or amortized (assets under capital leases) using the straight-line 
method over the lesser of the capital lease period or their estimated useful lives in the 
government-wide statements and proprietary funds. 

The estimated useful lives are as follows: 

Infrastructure (except for the maintained 
pavement subsystem) 

Structures and improvements 
Equipment 

15 to 50 years 
·50 years 

3 to 20 years 

The County has four networks of infrastructure assets - roads, lighting, drainage 
system, darns and water system. 

H. Compensated Absences (Accrued Vacation, Paid-Time-Off, Sick Leave, and 
Compensatory Time) 

Vacation and Paid-Time-Of( 

Unused vacation and paid-time-off (PTO) leaves may be accumulated up to a 
specified maximum cap based on an employee's bargaining unit or management 
group. 

47 



COUNTY OF MONTEREY 

Notes to Financial Statements 
'For the Year: Ended June 30; 2007 

Note I: Summary of Significant Accounting Policies,( con\in~ed) ,,·) 

(',1 

I, .' ,, 

R Compensated Absences (Accrued Vacation, Paid-Time-Off, Sick Leave, and 
Compensatory Time) (continued) 

., ,, ;·, 

Vacation and Paid-Time-Off(continued) 
,•' I, -.. · ' '1 ''--: l . 

Vacation and PTO leaves are paid to the employee at the time of separation from 
County employment So)lle County employees have an option to buy back up to 
80 hours of vacation or PTO leave. · ·· 

The CUIJ'ent portion of the liability for vacation and PTO leaves is based on an 
estimated percentage of employees that will separate from County employment in the 
next fiscal year (turnover rate), applied to the total liability for vacation and PTO 
leaves. 

Sick Leave 

Sick Leave can be accumulated indefinitely. Upon retirement or death, unused sick 
leave is paid up to 500 hours or 750 hours if an employee opts to exchange time to 
pay" for health benefits. All unused sick leave above the 500-750 hours or any unused 
sick leave for employees separated from the County for other reasons is forfeited. 

Compensatory Time 

Compensatory time-off can be accrued in lieu of overtime payments. An employee 
can accumulate compensatory time-off up to 240 hours or 480 hours for public safety 
and seasonal workers. The compensatory time-off,balances are expected to be used 
within the next fiscal year. All compensatory time-off balances are considered current 
year liabilities. 

The County includes its share of Social Security and Medicare taxes payable on 
behalf of the employees in the accrual for compensated absences. 

I. Bond Issuance Costs and Premium Discounts · 
·f 

In the government-wide financial statements and the proprietary fund types in the 
fund financial statements, long-term debt and other long-term obligations are reported 
as liabilities in the applicable governmental activities, business-type activities, or 
proprietary fund statement of net assets. Bond premiums and discounts, as well as 
issuance costs, are deferred and amortized over the life of the bonds using a method 
that approximates the effective interest method. Bonds payable are reported net of the 
applicable bond premium or discount Unamortized bond issuance costs are reported 
on the statement of net assets and amortized over the term of the related debt 
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COUNTY OF MONTEREY 

Notes to.Financial Statements 
For the Year Ended June 30, 2007 

Note I: Summary of Significant Accounting Policies (continued) 

I. Bond Issuance Costs and Premium Discounts (continued) 

Gains or losses !Tom advance refundings are deferred and amortized as interest 
expense over the life of the new refunding debt. 

In the fund fmancial statements, governmental fund types recognize bond premiums 
and discount, as well as bond issuance costs, during the current period. Issuance 
costs, whether or not withheld rrom the actual debt proceeds received, are reported as 
debt service expenditures. 

J. lnterfund Transactions 

Interfund transactions are reflected.as either loans, services, provided, reimbursements 
or transfers. Loans are reported as receivables and payables as appropriate, are subject 
to elimination upon consolidation and are referred to as either "due to/from other 
funds" (i.e., the current portion of interfund loans) or "advances to/from other funds" 
(i.e., the noncurrent portion of interfund loans). Any residual balances outstanding 
between the governmental activities and the business-type _activities are reported in 
the government,wide financial statements as "internal balances". Advances between 

.. funds, as reported in. the fund financial statements, are offset by a fund balance 
reserve account in applicable governmental funds to indicate that they are not 
_available for appropriation and-are not available financial resources. 

Services provided, deemed to be at market or near market rates, are treated as 
revenues and expenditures/expenses. Reimbursements are when one fund incurs a 
cost, charges the appropriate benefiting fund and reduces its. related cost as a 
reimbursement. All other interfund transactions are treated as. transfers. Transfers 
between governmental or proprietary funds are netted as part of the reconciliation to 
the government-wide presentation. · 

K. Estimates 

The· preparation of basic financial statements in confonnity with generally accepted 
accounting principles requires management to make estimates and assumptions that 
affect certain reported amounts and disclosures. Accordingly, actual results could 
differ·fromithose estimates. 
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COUNTY OF MONTEREY 

Notes·to:Financial Statements 
For the Year Ended'June 30; 2007 

Note 1: Summary of Significant Accounting Polides;(<:_ontinued) 

L Budgetary Basis ofAcconnting • . -. ' '~ ·:J· .. '· 

• · In accordance with ·the provisions of Sections '29000 and .29143, inclusive, of the 
California Government Code and other statutory provisions, commonly,known as the 
County Budget Act, the County prepares a budget for each fiscal year on or before 
:August ·30, Budgeted expenditures are-enacted into law through the passage of an 
• Appropriation Ordinance. This ordinance mandates the maximum authorized 
expenditures for the . fiscal' year and cannot be exceeded except by subsequent 
amendments to the budget by the County's Board of Supervisors. ··· · 

An operating budget is adopted each fiscal year· for all Governmental Funds. 
Expenditures are controlled at the department level for the County. Department level 
expenditures inay not legally exceed appropriations .. Any amendments or transfers of 
appropriations between departments or funds ·are authorized by the County 
Administrator's office and must be approved by the Board of Supervisors. 
·Supplementary appropriations normally financed by unanticipated revenues during 
the year must be approved by the Board of Supervisors. Pursuant to Board 
Resolution, the County Administrative Officer and/or appointed department heads are 
authorized to ·approve transfers and revision of appropriations under $50,000 within a 

· single· budget' unit as deemed necessary imd appropriate unless it is to a capital asset 
·object Transfers to capital asset objects must· be approved by the Board of 
Supervisors: Budgeted amounts in the budgetary financial schedules are reported as 
originally adopted and as amended during the fiscal year by resolutions approved by 
the Board of Supervisors. 

The amounts reported in the budgetary basis differ from the basis used to present the 
basic financial statements in accordance with generally accepted accounting 
principles (GAAP). The Count)' ·uses an encumbrances system as an extension of 
normal budgetary accounting for the general, special revenue, and debt service funds 
and to assist in controlling expenditures of the capital projects funds. Under this 
system, purchase orders, contracts, and other commitments for the expenditure of 
,monies are recorde~ in order to reserve that portion of appli~able appropriations. 

Encumbranc-es outstanding at year-end are recorded as reservations of fund balance 
since they do not constitute expenditures or liabilities. Unencumbered appropriations 
lapse at year-end. Encumbered appropriations are carried forward. in the ensuing 
year's budget 
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Note 2: Cash and Investments 

COUNTY OF MONTEREY 

Notes. to Financial Statements 
For the Year Ended June 30, 2007 

Cash and investments for most County activities are included in an investment pool. The 
investment pool includes both voluntary and involuntary participation from external 
.entities. The· State of California statutes require certain special districts and other 
governmental entities to maintain their cash surpl_us with the County Treasurer. 

The County investment pool is not registered· with the Securities and Exchange 
Commission as an investment company. Investments made by the. Treasurer are regulated 
by the California Government Code and by the County's investment policy. The 
objectives of the policy are in order of priority, safety, liquidity, yield, and public trust. 

As of June 30, 2007, the County's cash, deposits and investments were as follows: 

With Fiscal 
Pooled Agents Other Total 

lmprest cash $ $ $ 20,628 $ 20;628 
Deposits with financial institutions 7,594,576 1,210,080 1,905,602 10,710,258 
Outstanding warrants (II ,295,260) (11,295,260) 
Investments 856,551,497 77,070,467 933,621,964 

$ 852,850,813 $ 78,280,547 $ 1,926,230 $ 933,057,590 

. Total cash and investments at June 30, 2007 were presented on the County's financial 
statements as follows: 

Primary government 
Investment trust fund 
Agency fund 

-.Total cash and investments 

Investments 

$ 354,467,975 
551,712,568 

26,877,047 
$ 933,057,590 

·The table below identifies the investment types that are authorized for the County by the 
California Government Code or the County's investment policy, where more restrictive. 
The table also ·identifies certain provisions of the County's investment policy that address 
interest rate risk, credit risk, and concentration risk. 
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COUNTY OF M0NTEREY' 

Notes•to·:Financial Statements 
For :the ·Year Ended ·June•30~2007 

Note 2: Cash and Investments (continued) ?;_ • _',_-, ,, - ·..:.:.... -~.:._::~ --1: _. ~· 

·". ·Investments (continued)' .1 ;1 ... . 'I~ ., 

I, I '•o/ ..J 
,, ... ·~Maximum·. r-~·.,Maximum 

Authorized -~.~.r ... ·. Maximum~. 'Percentage· Investment 

---~---'I!!n,_ve,s,t!!m:::e:ene.t_,:r.;.yp=e:... -~~~cc·:..· _ .. :-,Maturity ofPortfolio ·.- in One Issuer 

Local Agency Bonds· ~ !'. '!. ll_ . " 5:years . ..None! 
U.S. Treasury Obligations . · ._; ,..,; ... ~5-years - ... None 
State of California Obligations ., '• '' 5 years · .None 
U.S. Agency. Securities ·I 5 years . None 
Banker,s Acceptances 180 days 40% 
Commercial-Paper 270 days 40% 
Negotiable CDs/CD Placement Service 5 years 30% 
Repurchase Agreements .. I year 20% 

___ Re~erse ~ep_urchase Agreement~ ·92years 20% 
Medium Term Notes 5 years 30% 
Mutual/Money Market Funds N/A 20% 
Collateralized I;!ank Deposits 5 years None-
Mortgage Pass-Through Securities 5 years 20%. 
Time Deposits 2 years None 
LOcal Agency Investment Fund (LAIF) N/A None* 

* The investment policy limits the pool's investments in LAIF to $40,000,000, 
regardless of the percentage this represents. 

At June 30, 2007, the County had the following investments: 

Interest 
Rates Maturit£s Pa< Cost 

Investments in Investment Pool 
Local Ageocy InvesttTJ:nt Fund (LAIF) 5.16% On DemaOO s 40,000,000 $ 40,000,000 . 
Mont.:y Market Ftmds 5.12%- 5.22% On Demand 127,956,635 127,956,635 
Repurchase Agreerrents 5.25%- 5.37% On Demand 175,230,304 175,230,304 
U.S. Treasury Bills 4.65%- 4.90"/o 9127/07- 12/27/07 80,000,000 78,599,028 
U.S. Agenci!s 4.90%-5.92% 7/25/08- 12/29/11 244,850,000 244,890,355 
Medium Term Notes 5.00%- 5.80"/o 9117/07- 12115109 190,000,000 189,875,175 

Total inveshnmts in investment pool . '$ 858,036,939 $856,551,497 

Weighted average matmity ror pOOl 
_,., 

Investment.<; With Fiscal Agent.<; 
Out<iide lnvcsbnent Pool 
Investment Agreerrents 4.83%- 5.17% 5/01110- 7/29/37 $ 63,527,125 $ 63,527,125 
Morey Market Mwual FuOOs Vantblc On Demand 13.543,342 13,543.342 

$ 77,070,467 $ 77,070,467 
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10% 
None 
10% 

None 
10% 
.10% 
10% 

None 
None 
10% 
10% 
10% 
10% 

None 
None 

Fair . WAM 
Vohc (Years) 

$ 40,000,000 
129,109,929 
175,230,304 
78,608,000 .37 

244,243,612 2.94 
188,720,700 .98 

$ 855,912,545 

1.09 

$ 63,527,125 7.25 
13,543.342 

$ 77,070,467 



COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 2: Cash and Investments (continued) 

Investments (continued) 

At June 30, 2007 the difference between the cost and fair value of cash and investments 
:.vas not material (fair value was 99.93% of canying value). Therefore, an adjustment to 
fair value was made. 

Interest Rate Risk 

The County manages its exposure to declines in fair values by limiting the weighted 
average maturity of its investment portfolio to five years or less in accordance with its 
investment policy. · 

Credit Risk and Concentration of Credit Risk 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill 
its obligations. Concentration of credit risk is the risk of loss attributed to the magnitude 
of an investment in a single issuer. The County Treasurer mitigates these risks by holding 
a diversified portfolio of high quality investments. The adopted Investment Policy 
contains specific limitations on investments by credit quality, maturity length and the 
maximum allocation by asset class. In all instances, the adopted Investment Policy is 
equal to or more restrictive than applicable codified statutes. . . 
Commercial Paper obligations mustbe rated a minimum of Fl by Fitch, PI by Moody's 
or A I by Standard & Poor's. Corporate Bonds must be rated A or better by one of these 
three rating agencies. In addition; total exposure of all asset classes to any single issuer 
shall not exceed 10% of the 12-month projected minimum size' of the portfolio, other than 
securities issued by the U.S. Government, its agencies and sponsored enterprises. 

The following is a summary of the credit quality distribution and concentration of credit 
risk by investment type as a percentage of the County Investment Pool's fair value at 
June 30,.2007. 
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Note 2: 

COUNTY OF MONTEREY• 

Notes.to Financial Statements 
For the Year Ended june-30; 2007 

Cash and Investments (continued) ! ·J.' ,I' , . , . • . 1 , r-· ·.· 

Credit Risk and Concentration of Credit Risk (continued) .•:•' ·H,·, •'d' ·'• J,·~ !!": 
%of 

'·~ [j ~ ' ' 
Moody's· Portfolio 

'I•·'< 
. 

I 1 , . , ' , I ~ 

'lJ.S. Treasury Bills 
U.S. Agencies 
Medium-Term Notes 
Mcdium-Tcrin Notes 
Medium-Term Notes 
Medium-Tcrrri Notes··\ .1 

Medium-Term Notes 
Medium-Term Notes 
Medium-Term Notes 
Medium-Term Notes 
Medium-Term Notes 
Local Agency Investment Fund 

· ·· MOney" Market Funds 
kepurcha'se Airccments • 

·i • 'rota! 
,·,: 

Custodial Credit Risk 

'); 

" . , '. 

• '•' 

.·. 

'. ' J 

'I'/ 

AAA 
AAA 
AAA 
AAA 
AA+ 

' ,. i ·; I' ;J ,· ," 
Aaa 

· Aaa· 

Aaa 
Unrated 

Aal 

', 

_9.'20% 
28.57% 

5.84% 
1.17% 

,, AA ' . Aa 
2.33% 

OjOL J 2.33% 

•I 

A·A 
A+ 
A+ 
AA, 

BBB+ 
Unrated 
Unrated . 
'un'rated 

..... ,'• .. 
.l .. 

. 'l ·.' 

Aa3l.. 
Al_q\( 
AaJ 

. Aa2: 
A2 

Unrated 
Unrat~d 

· 'Unraied 

'' 

'. 

--. 1.16% 
.·,·1.17% 

2.34% 
2.34% 
3.40% 
4.68% 

14.97% 
'2o:so% 
100.00% 

Custodial credit risk for investm~nts is the \lsitiiikt theTounty will not' be able'io"recover 
, the invested securities that ,are in the possession of .an outside party. The County's 

/ •I "• , • • • . . • · l • • ' . • :•' , ' • , ... '• 

, investment poljcy requires the_,use of a safekeeping agent to mitiga!e _custodial risk. 
~ecuiities ar~ invested <?n a "Delivery vs. Payment:: basis using,the,custodi~m.agent. In no 

. case does. the Cour;tty ,engage in securities purchases that are ·held '-in broker or dealer 
accounts. At June 30, ·2007, the County's invest;nent:pool had no s~curities exposed to 
custodi<il' risk. · ' · · · · · ' · · · 

. Loc1l1Agenc(investmeiit F~~d . . ' ' i· 
,,• It· 

The County Treasurer's Pool maintains an investment in the State of California Local 
Agency Investment Fund (LAIF). LAIF is part of the Pooled Money Investment Account 
(PMIA), an investment pool consisting of funds held by the state in addition to those 
deposited in LA IF. All PMIA funds are managed by the Investment Division of the State 
Treasurer's Office. This fund is not registered with the Secunties and Exchange 
Commission as an investment company, but is required to invest according to California 
Government Code. Participants in the pool include voluntary and involuntary participants, 
such as special districts and school districts for which there are legal provisions regarding 
their investments. The Local Investment Advisory Board (Board) has oversight 
responsibility for LAIF. The Board consists of five members as designated by State 
Statute. 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended·June 30,2007 

Note 2: Cash and Investments (continued) 

Local Agency Investment Fund (continued) 

At June 30, 2007, the County;s investment postllon in 'the State of California Local 
Agency Investment Fund (LA IF) was $40,000,000, which approximates fair value and is 
the same as value of the pool shares which is determined ·on an amortized cost basis. The 
total amount invested by all public agencies in PM IA on that day was $65.8 billion. Of 
that amount, 3.47% was invested in structured notes and asset-backed securities with the 
remaining 96.53% invested in other non-derivative financial products. . . ' ' , .. 

C:ountv Investment .po~l Condensed Financial Statements 

, - .The following represents a condensed statement of net assets and changes in net assets for 
the Treasurer's investment pool as of June 30, 2007: 

Statement of Net Assets 

_Net assets held_for pool participants 

Equity of internal pool participants 
Equity of external pool participants 

Total net assets 

Statement of ~hanges in Net Assets 

Investment earnings 
Investment exj)ehses 
·Net contribution from pool participants 

Increase in net assets 

Net assets at July I, 2006 

Net assets at June 30, 2007 

<' 

$ 852,850,813 ' 

$ 301,138,245 
551,712,568 

$ 852,850,813 

$ 42,283,551 
(941,214) 

' 8,767,83'1 

50,110,168 

802,740,645 

$ 852,850,813 

The County has not provided nor obtained any legally binding guarantees during the fiscal 
year ended 'J~'i!e 30, 2007 to support the value of shares in the pool. · · . 
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Note 4: Interfund Transactions 

<OOUNTY'OF MONTEREY 

Notes·to Firiancial•Statements 
•For the Year. Ended June 30,1 2007 

l"~ '· 

Interfund Receivables/Payables ·, .. .J 'I 

Th!' ,corrrpositioi)._Of int~rfund .~al~n~es, fiS ,?.f ~un~ 30, 29~7: a~e !'~·follows,: . 

. : ' ' .... ~ . 1-tf.''•",.t:·;·,;,,,, •.• _.:1_.: .• -:,.:'.·:.-b ... ,;:·. fl,·. -;;:..•!··· 
1 • ,Dueto/fro'!'.o~h~~ffi.nd~,:, . ·::. ; ., .. _,,.,_,., J 

'!i': 

"·· ,., ·· Receivable' Fund ·' ": _· _'·.,.._,.,--'P'-'a"''k"'a.,b"'te"'·""F:Tu"'n"'d'-, _,·_._'_"_·_ ''Amount · 
~ (, •·: ·~ ;;· . , i.dt ·• , .. -!;. .J,'!lo···. , 

Other Governmental' Funds "Corrtmunity Deveiopmerit 
Other Governmental Funds 

$ • ' 7,205 
2 103 

'.;-J(_: ':-·' · :_Total 1 • •• • • • . -~· $': 1,•,. 9.308 

The above interfund receivables and ·payables are the result· of the·· transfer· of note 
receivable transactions between funds. ' ' ·' •! . " ·,: ' :; 

Advances to/from other funds: . ·.,. • ••. _J_;, 

Receivable Fund' · ' ' ' Payable· Fund I,,: :• ·/, Amount 

General Fund Nonmajor Governmental Funds $.· 183.800 
'- J. 

The above interfund- advances· are long-term loans that are not ·expected ·to be repaid 
during the next fiscal year.' 

'· 
Transfers 

. . ~. rt-.,:t<~, ._ .. ,.r: 
Transfers are indic~tive of funding for capital projects, lease payments. or. geb.t service, 
subsidies of various . County operations and re~allocations of speci~l revenues. Transfers 
between funds for the year ended June 30, 2007, were as follows: 

Transfer from 

General Fund 

FaCility Master Plan 
Implementation· ' 

'· ' 

-' .. 

Other Governmental Funds 

Transfer to 

Road Fund 
Natividad Hospital ,. 
Other Governmental Funds 

Other Governmental· Funds 

General Fund 
Facility Master Plan Implementation 
Other Governmental Funds 

Totals 

56 

Amount 

$ 1,000,000 
10,371,528 
17,751,524 
29.123.052 

'~: ·5323.421 

414,272 
1,893,600 
5 353 074 
7 660 946 

$_42.1 07.41.2 



COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 5: Receivables 

Receivables: 

Receivables as of June 30, 2007, for the County's individual major, nonmajor, internal 
service, and proprietary funds are as follows: 

Other Internal 
General Road Community Governmental Service Natividad 

Fund Fund Develo[!ment Funds Funds HOSQital 

Accomits- net $ 30,282,664 $ 3.126,277 s $ 217,949 s s 2,991,500 
Taxes receivable 5,736,660 
Due from other agencies 10.320,688 748,799 769,814 4,011,866 . 724,828 8.120,742 

Total $ 46,340 012 $ 3,875 076 s 769,814 s 4,229,815 s 724.828 $I 1.112,242 

Governmental funds report· deferred revenue in connection with receivables for 
revenues considered unavailable to liquidate liabilities of the current period. 
Governmental funds also defer revenue recognition in connection with resources that 
have been received, but not yet earned. As of June 30, 2007, the various components 
of deferred revenue and unearned revenue in the governmental funds were as follows: 

Unavailable Unearned Total 

Notes receivable issued from grants 

on a revolving basis $ $ 14,893,001 $ 14,893,001 

Grant drawdowns prior to meeting 

all eligibility requirements 35,937,176 35,937,176 

ReCeivables coll~ctcd after the peri<XI ,, 
of availability (90 days) 6,292,688 6,292,688 

$ 6,292,688 $ 50,830,177 $ 57,122,865 
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Note 5: Capital Assets 

COUNTY (:)F MONTEREY, 

Notes•to Financial" Statements 
For the Year Ended June -30, 2007 

<Zapital asset activity forthe year ended June 30, 2007 was·as follows: . ·, 

Governmental Activities 
Capital is-sets, not-being -depreciated: 

Land 
Construction in progress 

Total capital assets, not being depreciated 

·Capital assets, being depreciated: 
Infrastructure ' · ·

Structures and improvements 

Equipment 
Total ca'pital .lssCts, being d~PreciatCd 

Less accumulated depreciation f9r: 
Infrastructure 
Structures -a~d improv~ments 
EquiPnlent "' ' " · ' ' ' '' 

Total accumulated depreciation 

Total capital assets, being depreciated, net 

Government activities. capital assets, net 

Business-Type Activ~ties 
Capital assets, not.being depreciated: 

Construction in progress 

Total capital asset~,_not ~eing depreciated 

.. 

. ~- - --- .. - ----~-

Capital assets, bei'?-'g. dePrcciai~d (,. 

~-.-.":...- ". 

Structures and improvements 

Equipment 
Total capital assets, being depreciated 

Less accumulated depreciation for: 

Structures and improvements 
Equipment 

Total accumulated depreciation 

Total capital assets, being depreciated, net 

Business-type activities capital assets, net 

I'! 

Audited 
Balance 

lui~ I, 2006 

$ 174,505,696 $ 
86,264,973 

' 260,770,669 

456,861;308" 
83,806,792 
76,089,741 

616,757,841' 

' 
(241,986,430)" 

(, 
(32,361 ·? 1,6) 
(49,644;498) ' 

(323.992,844) 

292,764,997 

$ 553,535,666 $ 

$ $ 

•;,< 
-r-. ·:.:- --

151,388,166 

33,558,734 
184,946,900 

(35,378, 721) 
(25,350,389) 
(60,729,110) 

124,217,790 

$ 124,217,790 $ 
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·: 

Additions Retirements 

.1··. 

109,208 $ 
36.408,231 

'36,51·7,439 

- . -- --
983,269 (1,382,1751 

5,726,068 (2,198,981) 
6,709,337 "' "(3,581, !56) 

"" ,j ·, 

(II ,6.10,978)., "• 1 
• ; 4 

(2,402, 130)" 847,432 

(5,342,907) 1;148,'695 
( 19,356,015) I ,996,127 

(12,646,678) (I ,585,029) 

23,870,761 $ (I ,585,029) 

... :) 

54,008 $ 
54,008 

(413,641) 
1,335,119 (17,482) 
1,335,119 (431,123) 

(4,084,994) 413,641 

(2, 724,482) 17,482 
(6,809,476) 431,123 

(5,474,357) 

(5,420,349) $ 

Transfers & 
Adjustments 

$ 214.37L, $ 
( 18,609, !59) 
( 18,394,788) 

17.075,292 

179,224 
(6,897,944) 

10,356,572 
' - ,._,1 

'" 
.;(3,69.043) 

":i,o67,049 

4,698,006 

15,054.578 

"' ' $ (3.340,21 0) $ 

". 
!J !. 

$ 7,990 $ 
7,990 

(7,990) 
(7,990) 

(7,990) 

$ $ 

Audited 
Balance 

June 30, 2007 

174,829,275 

I 04,064,045 

278,893,320 

473,936.600 
83,587,110 

72,718,884 
630,242,594 

(253,966,45!) 
(33,916,614) 
(48,771,661) 

(336,654.726) 

293,587,868 

572,481,188 

61,998 
6!,998 

150.974,525 
34,868,381 

185,842,906 

(39,050,074) 

(28,057,389) 
(67,107,463) 

118,735,443 

118,797,441 



COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 5: Capital Assets (continued) 

Depreciation 

DepreCiation expense was charged to governmental fun~tions as follows: 
.. 
. · General government 

Public safety 
Public ways and facilities 
Health and sanitation 
Public assistance 
Education 
Recreation and cultural services 

Total Depreciation Expense - Governmental Functions 

$ 3,323,725 
1,401,882 

13,692,234 
265,522 
263,052 
123,319 
286,281 

$ 19,356,015 

Depreciation expense was charged to the business-type functions as follows: ' 

Natividad Medical Center $ 6,809,476 

Note 6: Short-Term Debt 

Tax and Revenue Anticipation Note 

On July I, 2006, the County issued a Tax and Revenue Anticipation Note (TRAN) in the 
• ·amount of $35,000,000, with an interest rate of 4.5%. The note had a maturity date of 
June 29, 2007. Proceeds of the funds were used for cash flow purposes as needed by the 
~~mnty. The balal)ceofthe note at June 30, 2007 was zero. 

Note 7: Leases 

Operating Leases 

·The County has commitments under long-term and personal property operating lease 
agreements. During the fiscal year ended June 30, 2007, the County paid operating rents 
of $7,708,068. Future minimum lease payments are approximately as follows: 

59 



COUNT,Y OF MONTEREY 

Notes to Financial StatementS 
For the Year Ended' June 30, 2007 

Note 7: Leases (continued) ,., ·! 

.,· f" 

Operating Leases (continued) 

Year Ending June 30: ': ' 
2008 
2009 
2010 
2011 

Governmental 
. Activities 

;;f\1-l' H _.; 

Business-Type 
Activities 

426,925 
250,000 

''229 167 
? 

. ,. 2012 

$ 5,248,002 $ 
4,304,113 
3,741,860 
3,101;043 
2,250,869 
8,741,217 
8,627,837 

. ; :_ ~- 2013-2017 
2018-2022 
2023-2027 8 509 455 
Total Minimum Lease Payments '$ 44 524 396 ' $ 906 092 

"'==~""""'"""' 
·However, the County believes that it wmild'be able' to terminate' the leases early, should 
the need arise, based on California case City of Los Angeles v. Offner. 19 Cal.2d 483 
dated February 13, 1942. ·· ... 1 

Capital Leases 

The County leases equipment under certain lease obligations accounted for as capital 
leases. Included in the governmental and business-type funds are the .. following capital 
asset amounts under capital leases: 

· Governmental Business-Type 
Activities Activities 

;, Equipment $ 521,267 ' $ 5,240,340 
Less: accumulated depreciation. ,, -' (298,320) (4.343.319) 

$ 222,241 $ 891 021_ 

The following is a schedule of future minimum lease payments under capital leases. 
together with the present value of future minimum lease payments as of June 30, 2007: 

Year Ending June 30 

Governmental 
Activities 

.. w~ . $ 87,371 
2009 
2010 
2011 
2012 

Total 
Less: Amount representing interest 
Present value of future minimum 

99,676 
26,616 
18,179 
II 157 

242,999 
(20.052) 

222.947 lease payments ,g$~~-~*k 
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Business-Type 
Activities 

$ 1,391,290 

- '. 1,271,932 
I ,271,932 

220,997 

4,156,151 
(301,883) 

$ 3 854 268 



COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended JuneJO, 2007 

Note 7: Leases (continued) 

Capital Leases (continued) 

During the fiscal year ended June 30, 2005, Natividad Medical Center entered into a 
capital lease agreement with GE Finance Corp for $3,786,368. The proceeds are restricted 
to finance the purchase and installation of the Meditech Healthcare Information System 

· and are shown as an addition to capital leases. The proceeds from the agreement were 
transferred from GE Finance Corp to Marshall & Jslley Trust Company. During the fiscal 
year ended June .30, 2007, GE Finance Corp transferred an additional $650,000 to 
Marshall and lslley Trust Company. The funds are also restricted to use on the Meditech 
Healthcare Information System. 

Note 8: Rental Income Under Operating Leases 

The following is a schedule by years of minimum future rental income on noncancellable 
operating leases as of June 30, 2007. These operating leases, for vacant office spaces 
located on the campus of Natividad Medical Center, contain no material restrictions. All 
are to be paid to Natividad Medical Center. 

Year Ended 
June 30, 

2008 
2009 
2010 
2011 

Amount 

$ 1,437,447 
I ,074,047 
I ,041,081 

352 476 
L3.905.0.51 

Total rental income under operating lease agreements during the year ended June 30, 2007 
was $1,685,970. · 

Note 9: Long-Term Liabilities 

Legal Debt Limit 

The County's legal debt limit for the year ended June 30, 2007 was $598,958,000. This 
limit is based on 1.25% of the net assessed valuation of property within the County. The 
County's outstanding long-terrn issues payable is $260,602,766, but none is applicable to 
the debt limit. The County has complied with all significant debt covenants. 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended .June 30, 2007 

Long-Term Liabilities (continued) 

Arbitrage 

' t ~--

. , The :rax Reform• Act of 198!) instituted certain arbitr!lge restrictions with respect to the 
issuance· of tax-exempt bonds after August 31, 1986. Arbitrage regulations deal with the 
investmen't of all tax-exempt bqnd proceeds at an interest yield greater than the interest 
yield paid to bondhold"rs., Qenerally, all interest paid to bondholders can be retroactively 
re~dered taxable if applic~ble rebates are not reported and. paid to. the Internal Revenue 
Service (IRSi at least yvery five years. purlng the current year, the County performed 

. calculations of excess investment earnings on various .bonds and financings and at 
June 3o;-2oo7 d~es not expeclto incur a liabilitY. ' · · · 

Summary of Long-Term Liabilities . 
lntcrCst Principal.' 'D:he of AmoUnt Outsta~ding 

Governmental Activities 

General Obligatio~' Bonds: :1. 
Agencies urder.the Board of Supervisors 

Ccrtificilies of PartiCipation 
! 993 issue -dcfeased tl1e 1985 Sheriff Facility 
(financed the Sheriff facility)- Defeased 2007 

200 l Issue 
(financed the acquisition, construction of certain 
administration, public health and court related 
facilities)- Dcfeased 2007 

2007 Issue . t-' ' 

(defeased the 1993 Sheri If Facility and the 2001 · _ l 
Issue Master Plan Financing issue plus new monies 
for parking garage and completion of pUblic healih · 
and court rcloted facilities) 

Judgment Obligation Bonds 

Revenue Bonds 
Agencies under Board of Supervisors ·-·· 

Notes payable- Redevelopment Agency 

Notes payable- RDA- CA Housing Finance Authority 

Loans payable- Bureau of Reclamation 
Agencies under Board of Supervisors 

Maturity 

.. 2004-2007 . 

2004-20! 7 

2004-2032 

2008-2038 

2004-2014 

'-2004-2036 

2004-2010 

2013 

2004-2037 

Special assessment bonds with governmental cOmmitment: ·-· 
Genernl_County 2004-2_025 ' 

Business-Tl;:~ Activjties 
Certificate of Participution ., 

. 2004~2006 
,. 

1994 Series C Noncancellable Outstanding 
1996 Series D Outstanding- Defeased 2007 2004-2029 
1998 Series E Refunding 2004-2028 
2007 Refunding 2008-2038 

Note payable 2007-2008 

Rates Installments 

4 50% $4,523-$5, I 08, 

.. 
2.5%-5.25% $575,VOO-$!, 130,000 

4.0%-5.25% I St!J35,000-$5;100,000 

. ' 

4.0%-5.0% s2. 78·s .o.o0-$6,845 .ooo 

3.0%-4.0% $695,000-$870,000 

5.0%' 'i $16,000-$37.000 

5.73%-6.49% $25,000 

3.00% Principal and 
interest due 2013 

1.65%-7.63% $16,847-$1,207,699 

• I• •:' 
4.25%-7.2% $4,000-$26,000 

9"/,, $570,000-$675,000 
4.6%-5.75% $150,000-$595,000 
4.1%-4.7% $1,095,000-$4,935,000 
4.0%-5.0% 
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Issue Authorized June 30. 2007 

111/1964 ,$, '.\],196,000 $ 

91!11993 ·, t/6,975,000 

811/2001 79,320,000 

5/30/07 144,400,000 144,400,000 

612912004 7,470,000 5,425,000 

1980-95 i 56,859,700 1,\31,000 

2001 250,000 64.583 

2004 ,; 9oo:ooo 556,146 

'• 
1995 35.035,790 32.910,037 

:·! "' 1984-93 257,000 166,000 ·'. 
';( 

211/199!£ . ' 4,080,000 
::!/211998 9,000,000 
2/3/1998 77,375,000 67,670,000 
5/30/07 8,280,000 8,280.000 

229,611 155,0R6 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For theY ear Ended June 30, 2007 

Long-Term Liabilities (continued) 

The following is a summary of long-term liabilities transactions for the year ended 
June 30, 2007: 

Amounts 
Balance Balance Due Within 

Jul:t I, 2006 Additions Deletions Adiustml!nts June 30, 2007 One Year 
Governmental Activities: 

General obligation bonds s 5,108 $ $ 5.108. $ s $ 
Judgment obligation bonds 6,095,000 670,000 . 5.425,000 695,000 

UmLmortizcd premium 87,063 10,883 76,180 10,883 
Revenue bonds 1,\77.000 46,000 1' !31 ,000 49,000 
Special assessment bonds 171,000 5,000 166,000 5.000 
Notes payable- RDA 89,583 25,000 64,583 25,000 
Notes payable- RDA CA Housing Fin Agy 864,394 308,248 556,146 21.000 
Certificates of Participation 87.470,000 144,400,000 2.205.000 (85,265,000) 144,400,000 4,830,000 

Unamortized premium 2,198,432 2,198,432 73.281 
Unamortized refund_ing loss (2.630.272) (2.630,272) (87,676) 

Loans payable 33.94!:!.342 1,038,305 32.910.037 1,039,907 
Capital leases 251.891 70.925 99,869 222,947 64,847 
Compensated absences 22,850,764 22,306.257 20.069,545 25,087,476 4,596,148 

Estimated self-insurance liabilities 43,372,518 8,214,150 9.895.539 41,691,129 10,69\,135 
Estiill:lted laildfill closure and post closure 

liability 4,681,956 556,858 4,125,098 

Total Governmental Activities 
Long-Tenn Liabilities $ 201,064.619 $ 174.559,492 $ 34,935,355 $ (85.265.000) s 255,423,756 $ 22.013.525 

Business-type Activities 
Certificates of Participation $ 77,495,000 $ 8,280,000 $ 2, I JO.OOO $ (7,695,000) 75.950.000 $ 2,340,000 

UnaniortiZcd'premiuin (discount) (1.579.894) 219.802 (116,311) (1,243,781) 

Unamortized. refunding loss (5,424,717) ( 119,934) (267,408) (5.277,243) 

Net Certificates of Participation 70,490.389 8.379.868 1,746,281 (7.695,000) 69,428,976 2,340,000 
Note payable 229 .. 611 74,525 155,086 155,086 

Capitulleascs 4:954,064 1,099,796 3,854,268 1.229,591 

Compensated absences 3,992,437 148,918. 4,141,355 2,070,677 

Total Business-type ActivitieS 
Long-Term Liabilities $ 79,436.890 $ 8,758,397 $ -2, 920,602 $ (7,695.000) $ 77,579,6X5 $ 5, 795,354 

Estimated claims are liquidated by the General· Fund and the internal service funds. 
Compensated absences are generally liquidated by the General Fund and related special 
revenue funds . 

. ,\ ;- ·~· 
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COUNT.\': OF MONTEREY 

Notes to· Financial Statements 
For. the Year.Ended June•30; 2007 

Note 9: Long-Term Liabilities (continued) , .-....: ' 

. As of June· 30, ·2007; • annual .debt• service requirements of governmental. activities to 
maturity are as follows: .,. 

Year Ending 
June 30: 

2008 
2009 
2010 
20J'J 
2012 

2013-2017 
2018-2022 
2023-2027 
2028-2032 
2033-2037 
2038-2042 

s 

Bonds Payable 
Principal 

749,000 
772,000 
801,000 
834,000 
866,000 

2,094,000 
433,000 
173.000 

$ 

Interest 

259.448 
236,279 
207,854 
174,539 
139,893 
287,903 
114,738 

15,296 

$ 

Governmental Activities 
Certificates of Participation 
Principal Interest 

4,830,000 
3,310,000 
3.460,000 
3;630,000 
3,795,000 

21,870,000 
23.170,000 

. 25,645,000 
31,460,000 
19.565,000 
3,665,000 

$ 4,800,538 
6,318,845 
6,166.145 
6,007,045 
5,839,570 

26,232.012 
20,757,500 
15,240,059 
8,890,424 
2,638.463 

82,463 

$ 

Loans and Notes Payable 
Principar Interest 

1,085,907 
1,066,630 
1,058,068· 
1.544,481 
1.047,630 . 
5,312,716 
5,360,953 
5,482,803 . 
5,658, 75~ 
5,912,825 

$ 1,786,006 
1.766,460 
1,746,153 
1.821,746 
1,707,661 
8,267,986 
7,791,467 
7,324,693 
6,857,919 
6,484,500 

$ 6,722,000 $ 1.435,950 $.144,400,000 $ 102,973,064 $ 33,530,765 $ 45,554,591· 

As of iune 30, 2007, annual debt service requirementS of business-type activities to 
maturity are as follows: 

Year Ending 
June 30: · 

. 2008 
2009 
2010. 
2011 
2012 

2013-2017 
-2018-2022 
2023-2027 
2028-2032 

$ 

$ 

Business-tyPe Activities 
·certificates of Participation Notes Payable 
Principal Interest Princigai Interest 

2,340,000 $ 3,411,851 $ 155,086 $ 4,659 
2,345,000 3,407;213 
2,450,000 3,301,728 
2,565,000 3,190,020 
2,675,000 3,070,888 

.15,415,000 13;284,857 
19,510,000 9,158,870 

·24,805,000 3,942,628 
3,845,000 115,782 

75,950,000 $ 42,883,837 $ 155,086 =$==~4,=65=9= 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 9: Long-Term Liabilities (continued) 

Advance Refunding 

The County issued 2007 refunding certificates of participation in the aggregate amount of 
$152,680,000 to refund the 1993 Sheriff's facility, 2001 Master Plan and 1996 Natividad 
Medical Center Serie~ _ D Certificate of Participation, to provide additional funds for 
capital projects and to pay costs related to the issuance of the bonds. The proceeds of the 
refunded bonds were placed in an irrevocable trust for the purpose of generating resources 
for all future debt• payments in accordance with the schedule of remaining payments due. 
As a result, the refunded bonds are considered to be defeased and the liability has been 
removed from the governmental activities and business activities columns of the statement 
of net assets and the proprietary fund statements· for- Natividad Medical Center. The 
reacquisition price exceeded the net carrying amount of the old debt by $2,750,206. This 
amount is being netted against the new debt and amortized over the remaining life of the 
refunded debt, which is shorter than the life of the new debt issued. The advance 
refunding was undertaken to reduce total debt service payments over the next 14 years by 
$4,875,355 and resulted in an economic gain of$3,00\,~57. 

Note I 0: Net Assets/Fund Balances 

Net Assets 

The government-wide and business-type activities fund financial statements utilize a net 
assets presentation. Net assets are categorized as invested capital assets (net of related 
debt), restricted and unrestricted. These categories are described below: · 

• 

• 

Invested in Capital Assets, Net of Related Debt ~ This category groups all capital 
assets, including infrastructure, into one component of net assets. Accumulated 
depreciation and the outstanding balances -of debt that are . attributable to the 
acquisition, construction or improvement of these assets reduce the balance in this 

·category .. 

Restricted Net Assets - This category represents n.et · assets that are subject to 
constraints either (I) externally imposed by creditors (such as debt covenants), 
grantors, contributors, or laws or regulations of other governments .or (2) imposed by 
law through ~'onstitutiona( provisions or enabling legislation. 

n:1),?_. 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 10: Net Assets/Fund Balances (continued) 

Net Assets (continued) . ·.~ . 

Restricted net assets aUune 30, 2007 for governmental activities are as follows: 

Restricted for debt service $· 6,170,759 $ 6;170,759 

Restricted for capital projects: 
Facilities Project Fund· 3,512;128 

·capital Projects Management 25,645,225 
Capital-Projects Automation· 8,851,124 
Facility Master Plan Implementation . 18,740,990 
Projects for Redevelopment· Agencies ',;; 

,. 
8;065,780 64,815,247 

Restricted for Gen'eral Government & Support Services: 
Inclusionary Housing 700,312 
Productivity Investment · 1,137,141 
Community Development 1,334,547 
Fort Ord Reuse -161;029 
Redevelopment Agencies 3,990,378 7,323,407 

Restricted for Disaster Assistance 258,355 258,355 

Restricted for Community Resources & Facilities: 
Roads 2,163,294 
Fish and Game·Propagation . 26,392 
County Library · . ' 1,930,771 

. Nacimiento Hydroelectric Operations ! .805,514 
Water Resources Agency .l-1,931,046 
County Service Areas 7,324,801 24,181,818 

- Restricted for Health & Public Assistance: 
·1• • Community SerVices 232,020 

Emergency Medical Servjces 970;074 
In-Home Support 'Services 

... 
236,501 '' 

Sanitation Districts 1,523,713 2,962,308 

Total Restricted Net Assets- Governmental Activities $ 105,711,894 

As of June 30, 2007, the County did not have any net assets that were restricted by 
enabling legislation. 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note 10: Net Assets/Fund Balances (continued) 

,l· 

Net Assets (continued) 

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

Fund Balances 

In the fund financial statements, reserves and designations segregate portions of fund 
balance that are either not available or have been earmarked for specific purposes. The 
various"reserves and designations are established by actions of the Board and management 
and can be·increased, reduced or eliminated by similar actions. 

As of June 30, 2007, reservations of fund balance are described below: 

The term ''reserved" is used to indicate that a portion of reported fund balance is 
(I) legally restricted to a specific use or (2) not available for appropriation or expenditure. 
The County's management will sometimes designate portions of unreserved (available) 
fund balance based on tentative t}lture spending plans. Designated portions of fund· 
balance represent financial resources legally available for uses other than those tentatively 
planned. ' 

The County has "reserved" fund balances as follows: 

• Reserved for encumbrances- to reflect outstanding contractual obligations for which 
·goods and services h~ve not been received. 

• : Reservedfor unavaifable assets - to indicate that certain assets such as imprest cash, 
inventories, advances; and land held for resale and development do not represent 
available spendable resources . 

. . . _, .. ' . 

• ·. Reserved for debt service - to indicate that the fund balance is restricted for the 
retirement of debt.· 

· The County has designated fund balance as follows: 

• Designated for self-insurance - to indicate that a portion of the general fund balance 
is desigriated for payment of long-term self-insurance liabilities. 

·' 
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Notes to. Financial Statements 
For the Year Ended June'30, 2007 

Note 10: Net Assets/Fund Balances (continued) 

Fund Balances (continued) .. > 

. • Designated for other designations - to indicate that a portion .of the .governmental 
fund balance is designated for theJollowing projects: . ,; 

Strategic 
Automation System 
Nacimiento Hydroelectric 
Vehicle Replacement 
Facility Master Plan · · · 
Health Clinics. ' .. ' 

Social Services 
NGEN.Radio·System Design 
Road Fund Projects 
Miscellaneous· 

Total Other Designations· 
I '' 

$ 33,691,395 . ' 
8,737,972 

·,, 317;742' 
. 3,506,019 

733,707 ' 
1,100;000 : 
1,500,000 

., ' 3;155,563 
750,000 
804' 166 

·$ 54.296.564: 

Note II: Employee's Retirement Plan and Post Retirement Benefits · .. 
·.,-l J ~ , ~ • • ~ I ' ' . ' • 

,. •;: . ': ;" • ': . . i. 

The Miscellaneous Plan 

Plan Description . ·' ' ;. ' 

The County ofMonter~yJthe (:qun_ty) defined benefit pension plan, the Miscellaneous 
Plan, provides retirement and disability benefits, annual. cost-of-living adjustments, and 
death benefits to plan members and .ben~ficiaries. The Miscellaneous Plan of the County 
of Monterey is part of the Public Agencies portion of the. California Public Employees 
Retirement . System (CalPERS), an agent. multir,le-employer pl!'n administered by 
CalPERS, which acts as a common investment and administrative agent for participating 
public employers within the State of California. A menu of benefit provisions as well as 

,,, . other requirements are established by State statutes within the Public Employees' 
Retirement Law. The County selects optional benefit provisions from t~e ber.efit menu by 
contract with Ca!PERS and adopis those benefits through local County ordinance. 
CalPERS issues a separate comprehensive annual financial report. Copies of the 
CalPERS' annual financial report may be obtained from the-CalPERS Executive Office, 
.400 P Street, Sacramento,CA 95814 ... , 

Funding Policy 

Active plan members in the Miscellaneous Plan are required to contribute 7% of their 
annual covered salary. Due to a collective bargaining agreement, the County has a legal 
obligation to contribute 2% - 7% of the active members contribution. The County is 
required to contribute the actuarially determined, remaining amounts necessary to fund the 
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COUNTY OF MONTEREY 

Notes to Financial Statements 
For the Year Ended June 30, 2007 

Note II: Employee's Retirement Plan and Post Retirement Benefits (continued) 

The Miscellaneous Plan (continued) 

Funding Policy (continued) 

benefits for its members. The actuarial methods and assumptions used are those adopted 
by the CalPERS Board of Administration. The required employer contribution rate for 
fiscaL2006-2007 was 9.716%. The contribution requirements of the plan members are 
·established by State statute and the employer contribution rate is established and may be 
amended by Ca!PERS. 

Annual· Pension Cost 

For fiscal year 2006-07, the County's annual pension cost for the Miscellaneous Plan was 
$19,173,282, and the County actually contributed $19,173,282. The required cqntribution 
for fiscal year 2006-07 was determined as part of the June 30, 2004 actuarial valuation 
using the entry age normal actuarial cost method with the contributions determined as a 
percent of pay. The actuarial assumption included (a) 7.75% investment rate of return (net 
of administrative expenses); (b) projected salary increases that vary by duration of service 
ranging from 3.25% to 14.45% for miscellaneous members, and (c) 3.25% cost-of-living 
adjustment. Both (a) and (b) include an inflation component of 3.0o/o ... The actuarial value 
of the Miscellaneous Plan's assets was determined using a technique that smoothes the 
effect .of short-term volatility in the market value of investments over a two to five year 
period depending on the size of investment gains and/or losses. The Miscellaneous Plan's 
unfunded actuarial accrued liability (or excess assets) is· being amortized as a level 

. percentage of projected payroll on a ·closed basis. The remaining amortization period at 

. June 30, 2004 was twenty-two years. 

Three-Year Trend Information for the Miscellaneous Plan 

Annual Percentage 
Fiscal Pension ofAPC 

Year Ending Cost (APC) Contributed 

06/30/05 $ 11,560,048 100% 
06/30/06 18,884,299 100% 
06/30/07 19,173,282 100% 
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Note II : Employee's Retirement Plan and Post Retirement Benefits ( C?!1tinued), 

The Safety Plan 

Plan Description 

The County of Monterey (the County) defined benefit pension plan; the Public Safety 
'Plan, ·provides retirement and disability benefits, annual costcof-living· adjustments, and 
death benefits to plan members and beneficiaries, The Public Safety Plan of the County of 
Monterey is part of the Public Agency portion of the ·California Public Employees 
Retirement System (Ca!PERS), an agent multiple-employer plan ai:lministered by 
Ca!PERS, which acts as a common investment and administrative agent for participating 
public employers within the State of California. A menu of benefit provisions as well as 
other requirements are established by State statutes within the Public Employees 
Retirement Law·. The County selects optional benefit provisions from' the benefit m'enu by 
contract with Can:'ERS and.adopts those benefits through local County ordin~nce. · 

... · . . . 
CalPERS issues a separate comprehensive annual financial report. Copies of the 
Ca!PERS' annual financial report may be obtained from the Ca!PERS 'Executive Office, 
400 P Street, Sacramento, CA 95814. · 

·'· .. '' 
:Active. plari members in the Public Safety ·Pian are required ·to contribute 9% of their 

annual covered salary. Due. to a collective bargaining agreement; the County has a legal 
obligation to contribute 7% - 9% of the active ·members contribution. The County is 

··required to· contribute theactuarially·determined remaining amounts·necessary to fund the 
•, benefits for its members: The actuarial methods ·and assumptions used are. those·adopted 

·by the Ca!PERS Board· of Administration. The -required employer contribution rate for 
fiscal 2006-2007 was 25.419%. The contribution re.quirements of the plan• members are 
established by State statute and the employer contribution rate is established and may be 
amended by CalPERS: · 

Annual Perision Cost 
. ' 

For fiscal year 2006-2007, the County's annual pension cost was $9,829,767 and the 
County actually contributed $9,829,767. The required contribution for fiscal year 2006-07 
was determined as part of the June 30, 2004 actuarial valuation using the entry age normal 
actuarial cost method with the contributions determined as a percent of pay. The actuarial 
assumption included (a) 7.75% investment rate of return (net of administrative expense); 
(b) projected salary increases that vary by duration of service ranging from 3.25% to 
13.15% for safety members, and (c) 3.25% cost-of-living adjustment. Both (a) and 
(b) include an inflation component of 3.0%. The actuarial value of the Public Safety 
Plan's assets was determined using a technique that smoothes the effect of short-term 
volatility in the market value of investments over a two to five year period depending on 
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Note II : Employee's Retirement Plan and Post Retirement Benefits ( CO!)tjnued) 

The Safety Plan (continued) 

Annual Pension Cost (continued) 

the size ohnvestment gains and/or losses. The Public Safety Plan's unfunded actuarial 
accrued liability (or excess·assets) is being amortized as a level percentage of projected 
payroll on ~ closeil basis. The remaining amortization period at June 30, 2004 was twenty
tWo years. ·~ 

Three-Year Trend Information for the Safety Plan 

Fiscal 
Year Ending 

06/30/05 
06/30/06 
06/30/07 

. The MCWRA Plan 

Plan Description 

Annual·· 
Pension 

Cost IAPC) 

$ 10,749,173 
10,790,033 
9,829,767 

Percentage 
ofAPC 

Contributed 

100% 
100% 
100% 

The County of Monterey (the County) defined benefit pension plan, the Monterey County 
Water Resources Agency Plan (MCWRA Plan), provides retirement and disability 
benefits, annual cost-of-living adjustments, and death benefits to plan members and 
beneficiaries. The MCWRA Plan of the County of Monterey is part of the Public Agency 
portion of the California Public Employees Retirement System (CaiPERS), a cost-sharing 
multiple-employer plan administered by CaiPERS, which acts as a common investment 
and administrative agent for participating public employers within the State of California. 
A menu of benefit provisions as well as other requirements are established by State 
statutes. within the .Public Employees' Retirement Law. The County selects optional 
benefit provisions from the l:ienefit menu by contract with CaiPERS and adopts those 
benefits through local County ordinance. Information on this plan is available on a 
pooled-basis only and may be obtained from the ·caJPERS Executive Office, 400 P Street, 
Sacramento, CA 95814. 

, . 
Post Retirement Benefits 

The County provides health coverage for retired employees. During the year, the County 
provided benefits for an average of 485 retirees per month at a cost of$431 ,604. 
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Note 12: Joint Powers Agreement_._,::_' •· - · _:, :. ' · 

The Natividad Medical Center participates in the Beta Healthcare Group (BHG). The 
purpose of the Program, established by a Joint Powers Agreement, is to self-insure 
member hospital districts for professional liability. _.The Beta, Healthcare· Group• (BHG) 
administers the Program pursuant to the joint powers provision· of the Government Code 

_,,of the. State of Califomia .. After a •$5,000-deductible, the·BHG provides• payment-in full on 
.coveredcindividual_nialprac.tice claims up to $5,000,000. Claims ,in excess of,$?;QOO,OOO 
· are the responsibility o( indiyidual program participants. Also, after a _$~5,000,de_quctible, 
the BHG provides payment on covered directors, officers, and trustee liability, claims up to 
an annual maximum of $500,000. The Center made no contributions to the program in 
2007. .-~~:··:,..· u.·.·~ ~-····;':,: ., .. 

Condensed ~financial information., of·· Program Beta for the calendar year ended 
December 31, ·f006 is as follows: . , , 

,.<.f It!' " . " 

Cash ·ana 'investments 
I '. ' ~, 

Other assets . 
Total Asset~--,· 

,I ' 

Loss reserv~s 
Other liabilities 
Fund balance 
Total Liabilities and Fund Balance 

Total· Revenues . ,·1 

Total Expenses .. 
Revenue in excess of expenses before minority interest, 
refunds to Participants, cu~ulative effect of adoption of . 

. SF AS 124 and change in unrealized gains on inv,estments 

$279,637,463 
91 195 768 

$370 833,?31 

$239,956,192 
.. 51,127,954 

76 749 085 
$370 833 2.11 

$ 82,369,211 
. (73,608,383) 

$ 8 760 82.li 

Financial. statements for ihe Program, audited by Emsi & Young, can be obtained from 
Prograrn.'Beta, 1443 Danville Blvd., Suite 200, Alamo, CA 94507-1973. 

' . ·-· ' . 

In Jan~aiy, 1997 the CountY entered· into. a Joint' Powers Agreement' with the City of 
Salinas, the City of Gonzales, the City of Greenfield, the City of King, and.·the City of 
Soledad creating the Salinas'Valley Waste Authority. The purpose of the Authority, 
established by the Joint Powers -'Agreement, ·is to undertake and perform: solid waste 
planning and program management, including collection service's and siting; and the 
transfer and disposal of solid waste generated within each of the Parties' jurisdictional 
boundaries. The Authority administers the Agreement pursuant to the joint powers 
provision of the Government Code of the State of California. 

Financial statements for the Authority can be obtained from Salinas Valley Solid Waste 
Authority, 337 Melody Lane, Salinas, CA 93901. 
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Note 12: Joint Powers Agreement (continued). 

Note 13: 

Condensed financial information of the Authority for the fiscal year ended June 30, 2006 
(the most current available) is as follows: 

Cash and investments $ 10,241,826 
Other assets 25,281,769 
Capital assets 28,396,350 

Total Assets 63 919 945 

Closure liability 9,842,105 
Other liabilities 55,678,155 

Total Liabilities 65,520,260 

Net Assets 
'·· 

$ !1.600 315) 

Total.Operating Revenues. $ 14,809,642 
Total Operating Expenses 13,800,230 
Other Revenues and Expenses (i,037,534) 

Change in Net Assets $ C28 122) 

Landfill Closure and Postclosure Costs., 
,. 

State and federal laws and regulations require the County to place a final cover on its 
landfill site when closed and perform certain maintenance and monitoring functions at the . 
landfill sites for thirty years after closure. A liability has been recorded in the statement of 
net assets for estimated future postclosure care costs only because alllandfills·have been 
closed. The liability is based on estimated current costs for landfill postclosure care 
multiplied by thirty years. The estimated current costs ·and liability recorded as of 
June 30, 2007 for the County's landfill sites is summarized as follows: 
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Note 13: Landfill Closure and Postclosure Costs (continued) 

I'OST CLOSURE 
LANUFII.L SITE I'OST CLOSUKE POST CLOSURE POST CLOSURE POST CLOSURE GROUNDWATER I'OSTCI.OSlJKE POSTCl.OSURE 

I'EilMI"TTINC. INSPELI IONS MAINTENANCE REI' AIR MONITOlUNG ADMIN & MISC TOTAL COSTS 

BRADLEY 5221,310 $28,800 5180.000 $150.000 S522,.J33 $.1!>.980 $1.149,523 

SAN AIUXJ II $221.310 $28,800 $180,000 5150,000 $522,.133 S4t>.980 SU49,5l3 
LAKE SAN AN'IONIO N. SIIORE $221.310 528,800 $180,000 5150,000 S522,·H1 ' $46.980 $1,1-19,523 

LAKE SAN ANTONIO S. SHORE SM6,040 528,800 $180.000 $150J)()() N'A $4(!,980 S491.820 
SANAIUJOI 586.0-tO 528.800 5180.000 $150,000 N'A 54(!,980 S491.820 
PARKFIELD I 586,040 528,800 $180.000 $150.000 WA s-16.980 s-191.820 
PAKKFIEI.D II $86,040 $28.800 $180,000 Sl50.000 N/A s-1(>.980 $-191.820 
CHU,\I.AK $86,040 $28.800 ~180,000 $150.000 N/A $-11>.980 $-191,820 
ARROYO SECO!GKEENFIELD $86.040 $28.800 $180.000 $150.000 N/A $-16.980 $-191.820 
LOCKWOOD $86.040 $28.800 $180.000 $150.000 N/A $-.1(>.980 $-191.820 

fO"l"Al. $1.266.210 $288.000 Sl.800.()(10 $1.500.000 $1.567.2?•) $·16'1.800 $6.8'11.30') 

Less non-budgeted closure rep~ir 
. lol~lli~'oi\il)· M June 30. 200"} 

Totallm[.1hty nt Juuc .10.2006 
l.h:cr~'llse m lt:Jbility 

The estimated total current cost of landfill closure and postclosure care is based on the 
amount that would be paid if all equipment, facilities and services required to monitor and 
maintain the landfill were acquired as of June 30, 2007. However, all landfills have been 
closed so costs include only post-closure care. The actual cost of closure and postclosure 

. care may be higher due to inflation, changes in technology, or changes in landfill laws and 
regulations. 

The. County is required by state and federal laws and regulations to make annual 
contributions to finance closure and postclosure care. The County is in compliance with 
these regulations, and at June 30,2007, cash and investments, totaling $35,152 are held in 
an agency fund for that purpose. 

Note 14: Commitments and Contingencies 
·,·· 

In prior years;. the Monterey .County Water Resources Agency (MCWRA), a blended 
component unit of Monterey County, entered into an agreement with the Monterey 
County Water Pollution .Control Agency (MGWPCA) to provide tertiary ·treated water. 
The MCWPCA built the tertiary water treatment plan and the MCWRA built the 
distribution. pipelines from the· plant to the users. Both projects were financed by loans 
betwe·en each Agency and the Bureau of Reclamation ami/or State Water' Resources 
Control Board. A special assessment was established and is collected by the MCWRA. 
Based on the agreement between the MCWRA and the MCWPA, the financing and 
operating expenses incurred by the MCWPCA on this project are paid by :this special 
assessment on an advat;~ce basis from the MCWRA. Th" loans entered int<;> directly 
between the MCWPCA and th.e lenders are not included m the. County's .financial 
~tateinents. 

I • . '· 
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5928.2 I .l 
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S405.7RO 
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S405, no 
S405,780 
$405,780 
S405.7RO 
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(SJ.500,0001 
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COUNTY OF MONTEREY 

Notes· to Financial Statements 
For theY ear' Ended June dO, 2007 

Note-l4~··Commitments·and·contingendesJcontLnu<e_d) ' .·· ·c.L•.:.'_~,: • :•" .... •· ,; 
'I,•,.. . ' \ 

As of June 30, 2007, the outstanding loan balances of the MCWPCA related to the above 
Yj'<,i >projeCt are aS fOllOWS: ··. ' ' " > ·•' • •.,.' • .. 

' ' 
Loan ftom the Bureau of Reclamation: 

" l j' 

Loan ftom the State Water Resources Control Board: 
$ 19,166,382 
$ 5,816,232 '. 

: Grant Entitlement '- The County is a ·participant in a number of federal· and siate assisted 
programs: These programs are subject to· compliance audits by the grantors. The audits of 

J/ these programs· for fiscal year 2004 and certain earlier years have not' been completed. 
Accordingly, •the County's compliance with--applicable program ·requirements is not 
completely established. The amount, if any, of expenditures which may be disallowed by 
the grantors cannot be determined at this time. Management belie'-'es it has adequately 
provided for potential liabilities, if any, which may arise ftom the grantor's audits .. 

Medi-Cal and Medicare Reimbursements - Natividad Medical Center's Medi-Cal and 
· Medicare cost reports for certain prior years are in various· stiges of review by the third
.. party intermediaries and, as such, have not· been settled. Management believes it has 

adequately provided for any potential liabilities which may arise ftom the intermediaries' 
audit 

Construction Commitments - At June 30, 2007, the County had ongoing construction 
. : . commitments that totaled approximately $641 ,659' . . . . ' 

' . 

The County is a defendant in various lawsuits. Although the outcome of these lawsuits is . 
not presently·determinable, in the opinion of the County Counsel the n!solution·of these 
matters ·will not have a ·material adverse effect on the financial condition of the County. 

Note 15: Hospital Enterprise Fund Net Patient Service Revenue and Government Programs . 

Natividad Medical Center (the' Hospital) has agreements with third party payors to provide 
for p,;ymentsto the Hospital at amounts different ftom its established rates. A summary of 
the basis of the payment arrangements with major third-party payors follows: 

Medicare 

.. 'Inpatient acute care services rendered to Medicare program benefid~ries are paid at 
predetermined prospective rates per . discharge.· These rates vary according to the 
diagnostic related group that the patient's condition is classified under. Services other than 
inpatient acute care are paid based on a reimbursement methodology specific to the type 
of service which generally entails reimbursement rates at the lower of costs, charges, or a 
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Note 15: Hospital Enterprise Fund- Net Patient Service Revenue and Government Programs. 
(continued) 

'. I I• 

published limit The Hospital is reimbursed at a tentative rate during the year that is later 
subject to final settlement after submission and audit of an annual cost report 

Medi-Cal 

Inpatient acute care services rendered to Medi-Cal program beneficiaries are-reimbursed 
under a cost reimbursement methodology that is limited to a maximum allowable rate per 
discharge. Outpatient hospital services are reimbursed based on a published fee schedule. 
Skilled nursing services are reimbursed at a- published per diem rate. The Hospital is 
reimbursed at a tentative rate during the year that is -later subject to final settlement after 
submission and audit of an annual cost report. 

Short Doyle 
. . 

Inpatient acute care services rendered to County mental health patients under the Short 
Doyle program are reimbursed based on a per diem rate specified in an agreement 
between the hospital and the Monterey County Health Department 

Other Third Partv Payors 

The Hospital contracts with numerous e~ployers, other county d~partments, and health 
plans to provide health care services to their beneficiaries. Reimbursement varies by 
contract and can be based on a combination of per diem, fee schedule, or percent of 
charges payment rates. 

During the year ended June- 30, 2007, patients for which reimbursement wa~ calculated 
under the third party payor programs comprised approximately .88% .of tlie ·Hospital's 
gross patient service revenues, as follows: 

Medi-Cal 
- Medicare 

Short Doyle 
Other Third Parties 

·. Total 

2007-
49%' 

. 18%-. 

3% 
30% 

100% 

: .. · }• 

. , If 

The State of California provides funding from tobacco taxes to cover •-write-Offs of 
accounts receivable pertaining to qualified indigent care under the California Health Care 
for Indigents program. The Hospital recognized funding under this program, net of 
amounts passed through other providers, of approximately $5,611,800 in fiscal year 2007, 
as net patient service revenue. · 
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Note 15: Hospital Enterprise Fund Net Patient Ser.vice Revenue and·Government Programs. • . 
(continued) 

·'· . '. 
. Other ·Third Party Payors '(continued) !''.•'' ': /• 

I'.,' . ! .' 

The Hospital received revenues under the State of California's Medi-Caldisproportionate 
share program. The program required the County to provide matching.funds.which were 
recorded as expenditures in the general fund. The amount received by the Hospital 
through this program is dependent upon the number·or Medi-Cal inpatient: days provided 
by the Hospital and has been reported as part of the ~et patient revenue. 

Note 16: Hospital Enterprise Fund Charity Care 

.. l ', 

.. 

The Hospital maintains records to identify . and . mo.l)itoi the .le~el of charity· care it 
provides. These records include the amount of charges foregone for services and supplies 
furnished under its charity care polic{ The following information measures the level of 
charity. care provided during the year ended June 30, 2007 .. , ... 

·'·• 

Charges foregone, based on established rates 
:1' .. ' 

Estimated costs and expenses.incurred to · 
provided charity care 

Equivalent p~rc~ntage of charitY care 
patients to' all patientS serVed · '' 

2007 

$ 15 055 885 
. I ,; 

$• 5.674.779 

4.69% 

Note 17: ·Related Party Transactions . 
. '' 

Incorporated in I 988, the Natividad Medical Foundation (the Foundation) is a non-profit, 
non-governmental organization separately incorporated from the Center. Recognizing the 
need for quality health care and decreased funding from the Federal, State, and local 
levels, community leaders accepted the responsibility of proyiding ·financial assistance to 
and developed the Natividad Medical Foundation. The amount of donations that the 
Center received from the Foundation during the fiscal year ended June 30, 2007 was 
$679,323. 'The Center used. the donations to purchase medical supplies and minor 
equipment and to pay for sponsor care bills such as the Breast Cancer Early Detection 
Program. 
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Note 17: Related Party Transactions (continued) 

The criteria established in GASB 39, Determining Whether Certain Organizations are 
Component Units, determines whether the Natividad Medical Foundation (Foundation) is 
reported as a component unit of the Center. Since the revenues reported hy the Foundation 
are not significant to the Center, the Foundation is not a component unit of the Center, but 

. is a related party. · 

Note 18: Insurance and Contingent Liabilities 

The C~unty is exposed. to various risk of losses relat~d to torts; theft of, damage to, and 
destruction of assets; injuries to employees; and natural disasters. 

The County carries some of its insurance, such as workers compensation, fire, burglary, 
· malpractice, and public official bonds, with conventional insurance carriers but it has 
. chosen to establish "self-insurance" programs (absorb losses itself) for the following risks: 

Workers compensation to a maximum of $400,000 per incident, over which 
coverage is provided to $5,000,000 per accident and $5,000,000 per illness by a 
private insurance carrier with effective dates of July I, 2006- July I, 2007, with 
$150,000,000 pooled excess. 

General liability is self-insured primary layer of $1,000,000 (S.I.R.), over which 
coverage is provided to $45,000,000 aggregate limits, by a. private insurance 
carrier. 

Employee health insurance to a maximum.of $125,000 per incident, over which 
losses are absorbed by a private insurance carrier up to $2,000,000 per person per 
annum and $1,000,000 per year in the aggregate. ·· · 

Amounts in excess of these limits are self-insured. 

There have been no reductions in any of th~ County's insurance cove~age from the prior 
year: Settlement amounts did not exceed commercial insurance cov'erage for .fiscal years 
ended -June 30; ·2007 and 2006. However, for fiscal year ended June 30, 2003; settlement 
athounis exceeded commercial insurance coverage. . ... , 

! ' ·• 
. On July I; 1998, the County .contracted with.Liberty Mutual to provide,workers 

compensation insurance coverage. Claims incurred/reported prior \O July I; 1996, remain 
. a. part of the County:s _ self-insuran,ce :program. for. workers compensation a,nd are 
administered by Helnismin, a wholly owned subsidiary of Liberty Mutual. . . 

. . ' . . ·- . ~ . . . . 
At Jime·3o;2007, the Coun!Y.'s estimate ofunpaid'claims'liabilities for all self-Insurance 
risks is $41,691,129. This estimate is' based on the results of an actuarial valuation and 
includes amounts for claims incurred but not reported. Claims liabilities are calculated 
considering the effects of inflation, recent claim settlement trends, including frequency 
and amount of pay-outs, and other economic and social factors. 
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Note 18: Insurance and Contingent Liabilities (continued) '·' 

The County accounts for its risk financing activities in internal service, funds for General 
Liability and Workers' Compensation. All other risk financing activities are accounted for 
in the General. Fund. As such, $798,000 of the County's total estimate.d, unpaid· claims 
liabilities has been recorded as a current liability of the .General Fund since that amount is 
expected to be paid within the succeeding year from expendable, available financial 
resources. 

Changes in th~ balance of claims liabilities ,during fiscal 2007 ·and 2006 'ror. all self-
insurance risks are approximately as foll~ws: · ' · · " ·. 

·. ' I. ' . . .' . '. 

Unpaid claims, beginning of year 
Estimated claims, ·incu~ed - · '' 
Claim payments · 

'.;. . 
Unpaid claims, end of year 

2001 ·2o66 

.$ 43,372,518 
8,214,150 

(9,895.539) 

$41 691.129 

$ 39,57:i;ot2 
10,461,506' 
( 6.661,000) 

, 
$43.372 518. 

The County is a defendant in several lawsuits arising in the normal course of business. In 
the aggregate these ·claims . seek m·oneta,.Y damages in significant amounts. Litigation 

·where loss to the County is reasonably possible has not been accrued in the accompanying 
financial statements; however, County Counsel estimates that several lawsuits could result 
in a significant loss .. The County exposure in this case is estimated to. be in the multi
million doll,ar range. 

Note 19: Subsequent Events 

Lakes' Liabilitv Settlement 

On July 31, 2007, the County entered in a settlement agreement for·$22,000,000 to 
terminate lease agreements that authorized the lessee to operate two. lake resorts on behalf 
of the County (landlord). With $6.5 million paid to the lessee on October I; 2007, the 
remaining $15.5 million is agreed to be paid under an installment payment plan at 5% 
interest with the last monthly payment due in the year 2022. Monthly installment 
payments of $122,573 are due starting November I, 2007. The County's insurance 
recovery on this liability was $5,250,000. Under this settlement agreement, the County 
acquired assets owned by the lessee at both resorts. Thus, a portion of this liability is 
attributed to the purchase of those assets. The County is in the process .of obtaining 
independently appraised values of the purchased assets.. · 
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Note 19: Subseguent Events (continued) 

Natividad Hospital Cost Settlements 

The Center for Medicare and Medicaid Services (CMS) performed a desk review of 
Natividad Hospital's costs reports submitted to CMS ·for· the fiscal years ended 
June 30, 2004 and 2005. Subsequent to the fiscal year ended June 30, 2007, CMS 
determined that the hospital was underpaid for Medicare liabilities for those years. In 
September 2007, CMS refunded $1,473,815 for the fiscal year ended June 30, 2004 and 
·$1 ,460,786 for the fiscal year ended June 30, 2005. · 

Note 20:· Restatement of Net Assets and Fund Balances 

Adjustments resulting from errors or changes to comply with provisions of the accounting 
standards are treated as adjustments to prior periods. Accordingly,'the County reports 
these changes as restatements of beginning fund balance I net assets. · 

The impact of the restatements on the fund balances/net assets as previously reported is 
presented below: 

Fund balanccs/net.asscts, , 
June 30, 2006. as 
previously reponed 

Prior period adjustments: 

Adjustment 10 reflect acquisition cost of land 

Adjustment to remove duplicate costs from 
constructi(l" in process o.KCOunts 

Adjustment to ~orrect prior year costs of 
depreciable assets 

. Adjustment to remove duplicate ~quipmcnt costs 

Defer long-tenn note receivable balances generated 
from revolving funds 
Reverse prior ye<i.r look-back adjustment on 'fund 

. statements and include on government-wide 

statements only 

' I.' 
Total restatements 

Fund balances/net assets 

July I, 2006 as restated 

$ 

s 

Government-Wide Fund Financial Statements 
Statement of Activities Governmental Funds Pro~rieta!1 Funds 
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Governmental 

Activities 

601,026,158 

214,371 

. (894.243) 

(829,443) 
1 1,830,895) 

(306,989) 

(3,647,1991 

$ 

597,378.959 $ 

Other 
Governmental Natividad 

Funds ' 1 Hospital 

72,885,840 s 51,368.151 

(306,989) 

(941.059) 

(306.989) (941,059) 

72.578.851 ~S~...,;;50;;;·;;;42~7;;;,0;;;92~ 
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Note 21: Stewardship, Compliance and Accountability 

Deficit Fund Balances/Net Assets 

The Office of Employment Training special revenue fund had a deficit fund balance of 
$73,166 as of June 30, 2007. The deficit was created due to expenditures incurred prior to 
applying for reimbursement through a Federal Grant. The reimbursement will be received 
after the 90-day accrual period for the County. 

The General Liability internal service fund had deficit net assets of $2,388,239 as of 
June 30, 2007. The County approved a 5 year plan to fund the deficit in fiscal year 04-05. 
Prior to that the County had been on a pay-as-you-go basis which caused the deficit in the 
fund. 

In addition, the Workers' Compensation internal service fund had deficit net assets of 
$4,372,233 as of June 30, 2007. The County approved a 10 year plan to fund the deficit in 
fiscal year 04-05. Prior to that the County was on a pay-as-you-go basis which caused the 
deficit in the fund. 

.,. 
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REQUIRED SUPPLEMENTARY INFORMATION: 

SCHEDULE OF FUNDING PROGRESS 

JUNE 30, 2007 

·.' ~ d. 
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COUNTY OF MONTEREY 

Required Supplementary Information 
For the Fiscal Year Ended June 30, 2007 

SCHEDULE OF FUNDING PROGRESS 

The tables below show a three-year analysis of the actuarial value of assets as a percentage of the 
actuarial accrued liability and the unfunded actuarial accrued liability as a percentage of the annual 
covered payroll as of June 30: 

Funded Status of Miscellaneous Plan 

Entry Age 
Normal Actuarial Unfunded/ Annual 

Valuation Accrued Value (Overfunded) Funded Covered UAALasa 
Date Liability of Assets Liability Ratio Payroll %of Payroll 

6/30/04 $657,478,941 $ 617,886,968 $ 39,591,973 94.0% $171,145,971 23.1% 
6/30/05 721,515,769 668,016,347 53,499,422 92.6% 183,385,268 29.2% 
6/30/06 778,918,948 726,261,720 52,657,228 93.2% 192,035,416 27.4% 

Funded Status of Safety Plan 

Entry Age 
,. -.... 

~ ·. ' .. 
Normal Actuarial Unfunded/ Annual 

Valuation Accrued Value (Overfunded) Funded Covered UAALasa 
Date Liability of Assets Liability Ratio Payroll %of Payroll 

6/30/04 $ 245,303,902 $ 186,806,569 $ 58,497,333 76.2% $ 31,479,552 185.8% 
6/30/05 269,355,541 206,180,207 63,175,334 76.5% 32,980,788 191.6% 
6/30/06 294,046,269 229,651,922 64,394,347 78.1% 35,671,705 180.5% 

Funded Status of MCWRA Plan 

Information is available on a pooled-basis only and may be obtained from CalPERS, P.O. Box 
942709, Sacramento, CA 94229-2709. 
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SUPPLEMENTARY INFORMATION 
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NONMAJOR GOVERNMENTAL FUNDS 
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COUNTY OF. MONTEREY 

" . . Combining Balance Sheet ' .. 
Nonmajor Governmental Funds . 

June 30, 2007 

Special Debt Capital 
Revenue Service Projects 

Funds Funds Funds Total 
ASSETS 
Cash and Investments: 

Held in County treasury s 30,278,678 $ 6,151,949 $ 45,043,865 $ 81,474,492 
1-Jeld with trustee 4,471 10,180,989 10.185,460 

Receivables 3,184,252 1.045,563 4,229,815 
DLte from other funds 9,308 9,308 
Land held for resale and development 915,680 915,680 
Pn:r.aid items and other asSets 19,800 19,800 
Long-tenn receivables 4,285,368 123,988 4,409,356 

Total Assets s 37 762 077 s 16 352 738 $ 47129096 $ 101 243 911 

LIABILITIES 
Vouchers and accounts payable $ 783,817 $ 990 $ 240,438 $ 1,025,245. ,., 

A(:crued salaries and benefits 216,428 216,428 
Deposits from others 45,300 45,300 
Deferred revenues .•5,604,848 513,801. 6,118,649. 
Advances from other funds 183,800. 183,800 

_ Total Liabilities 6;605.093 990 983,339 7,589,422 

FUND BAI.ANCES 
Reserved for: 

Encumbrances 2,225,085 729,181 2,954,266 
Unavailable assets 915,680 915,680 
Debt service 16,351,748 16,351;748 

Unreserved: 
Undcsignated reported in: 

Special revenue funds 28,929,796 28,929,796 
Capital projects funds 44,500,896 44,500,896 

Total Fund Balances 31,154,881 16,351,748 46,145,757 93,652,386 

Total Liabilities and Fund Balances $ 37 759 974 $ 16 352 738 $ 47 129 096 $ 101 241 808 
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COUNTY OF MONTEREY 

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances 
Nonmajor Governmental Funds 

For the Year Ended June 30, 2007 

Special Debt Capital 
Revenue Service Projects 

Funds Funds Funds Total 
Revenues: 

Taxes s 8,7\5,530 $ 3,66\,643 $ " $ \2,377,\73 
Licenses, permits and franchises 27,400 27,400 
Fines, forfeitures and penalties 23,\92 23,\92 
Revenue from use of money and property \,693,937 872,264 1.660,622 4,226,823 
Aid from other governmental agencies 9,315,109 79\,462 10,106,571 
Charges for services \8,662,92\ 1,290,699 100 19,953,720 

OthCr revenUe \,OR 1',765 847 I ,398,365 2,480,977 

Total Revenues 39,519,854 5,825,453 3,850,549 49,\95,856 

Expenditures: 
Current: 

Generil.l government \,925,785 6,067,696 7,993,481 
Public ways and facilities \6,171,327 . 16,171,327 

Health and sanitation 3,716,287 3,716,287' 
Pub\ic assistance 8,659,278 8,659,278 
Education 6,277,426 6,277,426 
Recreation and culture services 22,187 22,187 

Debt service: 

Pri~cipal 308.248 3,299,413 25,000 3,632,661 
Interest and debt service costs 45,867 7,208,573 11,351 . 7,265,791 

Capital <?utlay 625.040 625,040 

Total Expenditures 37.126,405 10.507.986 6.729,087 54.363,478 

Exce~s (Qcficiency) of Revenues Over 
(Under) Expenditures 2,393,449 (4,682,533) (2,878,538) (5.\67,622) 

Other Financing Sources (Uses): 
Transfer~ in I, 122,097 \ \,529,390 \5,776,532 28,428,019 
Transfers out· -· (829,450) (3,986,759) (2,844,738) (7.660,947) 
Inception of capitallcasc 70,925 70,925 
Issuance of debt: 

Refunding bond 91, 100,000 91,100,000 
Premium on refunding bond 2, 19X,432 2.198,432 

Payment to refunded bond escrow agent (87,895,272) (87,895.272) 
Total Other Financing Sources (Uses) 363,572 12,945,791 12,931.794 26,241,157 

Net Change in Fund Balance 2.757,021 8,263,258 10,053,256 21,073,535 

fund Balances, Beginning of Year as restated 28,397,860 8,088,490 36,092,501 72,5n,s5t 

fund Balances, End of Y car $ 31,154,881 $ 16,351,748 $ 46.145,757 $ 93,652,386 
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SPECIAL REVENUE FUNDS 

Special revenue' funds are· used to account for the proceeds of specific revenue 
sources (other than expendable trusts or major capital projects) that are legally 
restricted to expenditures for specified purposes. 

93 

,. 



SPECIAL REVENUE FUNDS 

County Library- Established as a special taxing authority under the County Library Law of 1911 and, as such, is 
funded primarily through its own share of property tax to provide library services to residents of Monterey 
County. 

In-Horne Support Services - Program to provide services to aged, blind and disabled persons who are unable to 
remain in their home without assistance. 

Fish and Game Propagation - Administration of the County's Fish and Game Commission, which consists of 
fifteen members, three from each supervisorial district to oversee allocation of tish and game fine monies. 

Office of Employment Training - Receives federal funds for the design, implementation and oversight of youth 
and adult employment training services. 

Community Services ~ Administration of the Community Services Block Grant for provision of specified 
programs to advance and advocate for the low-income population. 

lnclusionary Housing - To facilitate the development of lower income housing throughout MontereY County 
through either direct grants or low interest rate loans. 

Disaster Assistance - To help minimize the loss of life and property damage throughout the County resulting 
from the potential impact of any natural, technological or human-conflict related.disasters. 

Productivity Investment- Established by the Board of Supervisors in February 1996 with $1.1 million allocated 
!Tom Public Employee Retirement surplus funds to foster innovacation and to provide a source of funding for 
implementation of cost-effective departmental and formal employee organization projects. 

Natural Disaster Assistance- Finances the County General Fund expenditures for March 1995 and Wint~r.Storm 
of 1997 and reflects the anticipated federal and State reimbursements for nonpersonnel related emergency 
servtces. 

Emergency Medical Services- Established at the beginning of 1989 to provide for the collection and distribution 
of fine proceeds authorized by the California State Legislature's adoption of Senate Bill612. 

Fort Ord Reuse- Implementation of the Fort Ord Redevelopment Project Area A28. 

Nacimiento Hydroelectric Operations- Responsible for the management of Nacimiento hydroeiectfic op~·rai_ions. 
in Monterey County. · 

Water Resources Agency - Responsible for the management of groundwater resources and. flood control 
protection in Monterey County. 

County Service Areas - Provide a variety of services to the unincorporated~ devf:lop~ents wi.thin the County 
including storm drain and surface water disposal, street and sidewalk maintenance, street lighting, wastewater 
reclamation and open space maintenance. 

Sanitation Districts - Administers and maintains four sanitation districts, operating costs are funded with user 
fees and property taxes. 

Redevelopment Agency Set Aside Fund- Include the set aside fund of the Redevelopment Agency of the County 
of Monterey that accounts for tax increment revenues set aside for low to moderate income housing projects. 
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Assets 
Cash and investments: 

Held in County treasury 
Cash advanced to paying agent 

Receivables 
Due from other funds 
Long:term receivables 

Total Assets 

Liabilities and Fund Balances 
Liabilities: 

Vouchers and accounts payable 
Accrued salaries and benefits 
U neamed revenue 

Total Liabilities 

Fund Balances: 
Reserved for encumbrances 
Umeserved -- -- -

· Total Fund-Balances 

COUNTY. OF MONTEREY 

', _ • Combining Balance Sheet ·· 
Nonmajor Special Revenue Funds' 

June 30, 2007 

In-Home 
County Support 
Libra~ Service 

$ 2,050,046 $ 210,160 

3,789 36,169 
2,103 

$ 2.055,938 $ 246,329 

$ 63,017 $ 6,934 
62,150 2,894 

125,167 9,828 

135,080 
1,795,691 236,501 

1,930, 771 236,501 

~,' 
Total Liabilities and fund Bal~nces $ 2,055,938 ~ 246,329 

... ' ~· "\" ' . ',, 
95 

Fish and Office of 
Game Employment 

Pro2agation Training 

$ 26,507 $ 

2,230 

$ 26 507 -- $ 2 230 

... 
$ 115 $ 3,038 

70,255 
--

115·, 73,293 

:( - •.: ·-
26,392 (73,166) 

26,392 (73,166) 

$ '26 507- $ 127 

continued 



Assets 
Cash and investments: 

Held in County treasury 
Cash advanced to paying agent 

Receivables 
Due from other funds 
Long-tef!ll receivabJes 

. . Total Assets 

Liabilities and Fund Balances 
Liabilities: 

Vouchers and·accounts payable 
Accrued salaries and benefits 
U:ne~med revenue 

_ .. :·. J,otal Liabilities 

Fund Balances: 
Reserved for encumbrances 
u~~~s~~ed 

.••,- Total Fund Bahinces 

COUNTY OF MONTEREY 

Combining Balance Sheet (continued) 
Nonmajor Special Revenue Funds 

June 30, 2007 

Community Inclusionary 
Services Housing 

$ 157,189 $ 715,306 
4,471 

87,747 

716039 

·$ 244.936 $ I 435 816 

$ 9,964 $ 19,465 
2,952 

716,039 

12,916 735,504 

232,020 700,312 

232,020 700,312 

Total Liabilities and J'und Balances. 
.. 

$ 244,936 $ 1,435;816 

96:-

Disaster Productivity 
Assistance Investment 

$ 258,355 .$ 1;137,141 

$ 258.355 $ 1,137,141 

$ $ , 

--

258,355 1,137,141 

258,355. 1,137,141 

$ 258,355 '$ I 137 141 

continued 
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Assets 
Cash and investments: 

Held in County treasury 
Cash advanced to paying agent 

Receivables 
Due from other funds 
~ng-term ~eceivabl~s. 

'- Total· Assets 

Liabilities and Fund Balances 
Liabilities: 

;Vouchers and accounts payable 
Accrued salaries and benefits 
.unearned revenue 

, Total.Liabilities . 

Fund Balances: 
Reserved for encumbrances 

. _Unreserved 

. Total !'und'Balances 

COUNTY. OF MONTEREY 

Combining Balance Sheet (continued)
Nonmajor Special Revenue. Funds: 

June_30, 2007 

Natural 
Disaster 

Assistance 

$ 1,067,128 

$ 1,067,128 

$ 

1,067,128 

1,067,128 

.. _:Total Liabilities and Fund fjal~nces· $ 1,067,128 

,, , ,•, r. 
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Emergency 
Medical Fort Ord 
Services Reuse 

$ I ,038,312 . $ 33,925 

• 
82,317 441,698 ' 

--
$ l, 120,629 $ 475,623 

$ 150,555 ' $ -132,430 

182,164 

150,555 314,594 

" .. ' 

', 
970,074 161,029 

970,074 .161,029 

~ 1,120,629 .. $ 475,623 

continued 



Assets 
Cash and investments: 

Held in County treasury 
Cash advanced to paying agent 

Receivables 
Due from other funds 
Long-term receivables 

Total Assets 

Liabilities and Fund Balances 
Liabilities: 

Vouchers and accounts payable 
Accrued salaries and benefits 
Unearned revenue 

Total Liabilities 

Fund Balances: 
Reserved for encumbrances 
Uttreserved 

Total Fund Balances 

COUNTY OF MONTEREY 

Combining Balance Sheet (continued) 
Nonmajor Special Revenue Funds 

June 30, 2007 

Agencies Under Board 
of Su ervisors 

Nacimiento 
Hydroelectric 

Operations 

$ 863,068 

$ 863 068 

Other Water County 
Resources Service 
Agencies Areas 

$ I 0,425,311 $ 6,781,991 

1,910,114 553,940 

$ 12,335,425 $ 7,335,931 

Sanitation 
Districts 

$ 1,524,233 

66,248 

$ I 590 481 

RDA 
Set-Aside 

. $ 3,990,006 

7,205 
3 569,329. 

$ 7 566 540 

$ 57,554 $ 326,202 $ 
78,177 

7,190. $ 520 $ .6,833 

3 940 66,248 3,569,329 . 

57 554 404,379 II 130 66 768 3,576,162 

231,802 1,842,583 13,831 827 962 .. 
573,712 10,088,463 7,310 970 1,522,886 3,989,416 

805,514 11,931 046 7,324,801 1,523,713' ' 3,990,378 

·total Liabilities and Fund Balances $ 863 068 ~ 12,335,425 ~ 7,335,931 ~ I ,590,481 ~ 7,566,540 

continued 
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Assets 
Cash and investments: 

Held in County treasuty 
Cash advanced to paying agent 

Receivables 
Due from other funds 
Long-term re<;:~jyables 

"' Total Assets 

Liabilities and Fund Balances 
Liabilities: 

Vouchers and accounts payable 
Accrued salaries and benefits 
Unearned re:venue 

Total Liabilities 

Fund Balances: 
Reserved for encumbrances 
UJ1!~~erved 

. Total Fund Balances 

COUNTY OF MONTEREY 

Combining Balance Sheet (continued) 
Nonmajor Special Revenue· Funds 

June 30, 2007 

Total Liabilities and Fund Balances 

99 .': 

Totals 

$ . 30,278,678 
4,471 

3,184,252 
9,308 

4 285,368 

$ 37 762 077 

$ 783,817 
216,428 

5 604,848 

6 605,093 

2,225,085 
28,929,796 

31,154,881 

$ 37 759 974 



COUNTY OF MONTEREY. 

Combining Statement of Revenues, Expenditures apd•Changes in Fund Balances 
Nonmajor Special Rev~nue Funds . 
For the Year Ended June 30, 2007 

In-Home Fish and 
County Support Game 
Library Service Propagation 

Reventies:i. __ 
Taxes $ 5,830,139 $ $ 
Licenses, penn its and franchises 
Fines,- forfeitures and penalties 23,192 
Revenue from use of money and property 97,129 3,763 1,148 
Aid from other governmental agencies 193,565 394,018 
Cltarges for services 135,158 
Other revenue 125,166 550 

T~~al'Revenucs 6,381,157 398,331 24,340 

Expenditures: 
Current: 

General government --· 
Public ways and facilities 
Health and sanitation 

·_,Public assistance 324,782 
_,'·Education 6,277,426 

-· CuliU.ie ·and recreation 22,187 
Debt service: 

Principal 
Interest 

Totai:Expcnditures 6,277 426 324 782 22 187 

EXcess (Deficiency) of Revenues Over 
(Under) Expenditures 103 731 73,549 2,153 

Other Financing Sources (Uses): 

---· 'f:rjl!!sf~r:?~in 239,497 48,228 15,000. 
~ TfHrisfefS-Out 

Inception of capital lease --
Total Other Financing Sources (Uses) 239 497 48 228 15,000 

Net change in fund balances 343,228 121,777 17;153 

Fund balances, beginning aS restated I ,587 543 114 724 9,239 

Fund balances, ending $ 1,930,771 ~ 236,501 $ 26 392 

100 

Office of 
Employment 

Training 

$ -- . 

.... 
7,712,99~; 

8,192 
. - -- 7,721,185 ' 

.. . '. .. ;, 
. ' .• lj _!,' 

'·:· --
7,876,654' 

. ·'• -- . 

•7 876,654 

• .. 
(155,469) . 

" 

> --

... 

,, (155,469). 

82,303 

$ {73,166) 

continued 



COUNTY OF MONTEREY 

Combining Statement of Revenues, Expenditures and Changes in Fund Balances (continued) 
Nonmajor Special Revenue Funds 
For the Year Ended June 30, 2007 

Community Inclusionary Disaster Productivity 
Services Housing Assistance Investment 

Revenues: 
Taxes $ $ $ $ 
Licenses, permits and franchises 
Fines, forfeitures and penalties 
Revenue from usc of money and property 8,459 80,145 52,160 
Aid from other governmental agencies 469,363 
Charges for services 
Qther revenue 722 148,510 

TOiitl ReVenUes 478,544 228,655 52,160 

Expenditures:· 
Current: 

General government 732,766 
Public ways and facilities 
Hea\th and sanitation 
Public assistance 457,842 
Education 
Culture and recreation 

Debt service: 
Principal 
Interest 

TOtal Exp-enditures 457,842 732 766 
- -· 

Excess (Deficiency) of Revenues Over 
(U_r:der) Expenditures~ 20,702 (504,111) .52,160 

Other Financing Sources (Uses): 
Transfers in 223,518 
Transfers out (9H,746) ( 109,791) 
Inception of capital lease . ; --

-. !~i~l~9~~~r-~i~a~~iri~·.S?~.r~:s (US~s) · (98,746) 113 727 

Net change in fund balances 20,702 (602,857) ·--165,887 

Fu~~.:bala~:c~.' beginning a~ re~tatcd 211,318 1,303 169 258,355' 971 254. 

Fund baiJtnccs, ending .. .... $ 232,020 $ 700,312 $ 258,355- $ 1,137,141 
• ........ -::-;<-_ .=-..-.· "-" ·- -. :· -·; .:· 

c·ontinued 



COUNTY- OF MONTEREY · 

Combining Statementof Revenues,.Expenditures.and.Changes in Fund•Balances (c\)ntinued) ' 
Nonmajor Special Revenue Funds· 
For the Year Ended· June 30,2007.: 

Natural Emergency 
Disaster Medical 

'• .? Assistance Services 
Revenues: 

Taxes $ $ 
Licenses, pennits and franchises --
Fines, forfeitures and penalties 
Revenue from usc of money and property · 61;155 

Aid from other governmental agencies 288,803 
Charges for services 720,991 

Qt_~Cf fCVt:DUC 

Total J3.e':enucs 1,070,949. 

Expenditures: 
Current: 

General government 
Public ways and facilities 
Health and sanitation 1,075,008 
Public assistance 
Education 
Culture and recreation .. 

Debt service: 
Principal 
In!~.r~~! 
_ To!a! _ ~~P.C!Jditl}!tl~ _ I 075 008 · 

Excess (Deficiency) of Revenues Over 
(U_nQ~r). Exge.n¢j,tures_ -'- (4,059) 

Other Financing Sources (Uses): .. 
Transfers in 
Tr'ciriSfcrs out ( 188,782) 
ln~cption ~J.capjtatle~e 

__ Total Other Finan~i!:lg S~u!~es (l.,J!;es) (188,782) 

Net change in fund balances ( 192;841) 

Fund -bal;!n~~?S, ~egi1111~ng as fc~tat~d •:-- 1,'162,915 

Fun~ b~lan"c~s, e_ndi~g: ~ .. ··.:- $ $ 970.074 .. ... 

102 

Fort Ord 
Reuse 

!Ji 
$ 

--

12,558 

719,099 
731,657 

1,119,369 

r.--
I 119 369 

'(3g7,712) 

42,000 

42 000 

(345,712) 

506 741 

$.161 029 

continued 



COUNTY'OF MONTEREY 

Combining Statement'of,Revenues, Expenditures. and Changes in Fund Balances (continued) 
Nonmajor Special Revenue Funds 
For the Year Ended June 30, 2007 

Agencies Under Board 
ofSu ervisors 

Nacimiento Other Water County 
Hydroelectric Resources Service Sanitation RDA 

0Ecrations Agencies Areas Districts Set-Aside 
Revenues: 

Taxes $ $ $ I ,574,342 $ $ 1,311,049 
Liccflscs, permits and franchises 27,400 
Fines, forfeitures and penalties 
Revenue from usc of money and property 708,504 339,847 114,048 215,021 
Aid from other governmental agencies 256,367 
Charges for services 1,770,064 13,R46,082 I, 110,439 I ,080, I R7 
Other revenue 15,650 63,876 

T o_tal Revenues I 770,064 14,854,003 3 024,628 I 194 235 I ,589 946 

Expenditures: 
Current: 
· ·General government . 73,650 

Public ways and facilities 811,789 14,560,217 692,549 106,772 
Health and sanitation I, I 56,425 1,484,854 
Public assistance 
Education 
Culture and recreation 

Debt service: 
Principal ' 308,248 
Interest 45 867 

_ •· ~-~ ~JOtal E;<pt:n~i!urcs 811,789 14560217 I 84R 974 I 591 626 427 765 

Excess (Deficiency) of Revenues Over 
'_(!}_nder) Expeqditurcs .. 958,275 293,786 I 175,654 (397,391) I, 162,181 

Other Financing Sources (Uses): 
Transfers in 450,649 98,746 4,459 
Transfers out (260,931) (67,000) (I 04,200) 

.J!l~C"er.tio_f! of C!.!P.!t<!! .Ie_asc 70,925 
I..o!~I_Othc;r Fin_anci!lg Sources (Uses) (260,931) 454,574 (5,454) 4,459 

Net chimge in fUnd balances 697,344 748,360 I, 175,654 (402;845) 1,166,640 

Fun_d .Qal~n~~s,_b~gi•inipg as rcstat~~ _ 108,170 II 182,686 6,149 147 I 926,558 2,823,738· 

-~~~d IJal~nc_cs,;e~Qi~g $ 805 514 ~ 11,931 046 ~ 7 324,801 ~ I 523 713 $ 3 990 378 

continued 
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Revenues: 

COUNTY•OF MONTEREY 

Combining Statement 'of Revenues; ·Expendituresland,Changes in Fund Balances ( ~ontinued) 
Nonmajor•Special Revenue Funds 
For.the ·Year Ended June 30, 2007 

"' : 

'.' 
-. 

Totals 

Taxes $ 8,715,530 
Licenses, pennits and franchises 
Fines, forfeitures and penalties 
Revenue from use of money and prOperty 
Aid from other governmental agencies 
·Charges for services 
O!her revenue 

Total Revenues 

Expenditures: 
Current: 

General government 
Public ways and facilities 
Health and sanitation 
Public assistance 
Education 
Culture and recreation 

Debt service: 
Principal 
Interest 

Total Exp~nditures. 

Excess (Deficiency) of Revenues Over 
(Under) E.?Cpcnditurcs 

Other Financing Source..'ii (Uses): 
Transfers in 
Transfers out 
ll)ceptio!1 of capital lease 

}otal Other financing Sources (Uses) 

Net change in fund balances 

Fund ~alances, beginning ~s rest~ted 

Fund balances, ending $ 

104 

27,400 
23,192 

I ,693,937 
9,315,109 

18,662,921 
I ,081,765 

39,519,854 

, I ,925,785 
16,171,327 
3,716,287 
8,659,278 
6,277,426 

22,187 

308,248 
45 867 

37,126,405 

2,393,449 

1,122,097 
(829,450) 

70,925 
363,572 

2,757,021 

28,397,860 

31 154 881 



COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
County Library Fund 

For the Year Ended June 30, 2007. 

Budgeted Amounts Actual Amounts 
Original Final (Budgetal}' Basis) 

Revenues: 
Taxes $ 5,340,352 $ 5,340,352 $ 5,830,139 
Revenue from use of money and property 15,000 15,000 97,129 
Aid from other goveminental agencies 175,400 175,400 193,565 
Charges tOr services 75,000 75,000 135,158 
Other revenue 5,050 74,690 125,166 

Total Revenues 5,610,802 5,680,442 6,381,157 

Expend_i!urt:s_: 
Current: 

Edu<::ation 6,829,022 7,168,042 6,785,554 
Total_Expenditures _ 6,829,022 7,168,042 6,785,554 

ExceSs (Deficiency) of Revenues Over 
(Under) Expenditures (1 ,218,220) ( 1 ,487,600) (404,397) 

Other Financing Sources (Uses): 
Transfers in 239,497 239,497 239,497 

Total _Othe~r Financing Sources (Uses) 239,497 239,497 239,497 

Net change in budgetary fund balances (978,723) (1,248,103) ( 164,900) 

Budgetary flmd balances, beginning I ,587,543 1,587,543 1,587,543 

Budgetary fund balances, ending $ 608 820 $ 339 440 $ I 422 643 
'. '. - ------~. 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resources 

Actual a!llounts (budgetary basis) of expenditures from the budgetary comparison schedule 
hudgeiary comparison statement 

Differences- budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

· · )te~i the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes 

'· 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances - nonmajor special revenue funds 
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Variance with 
Final Budget 

Positive 
(Negative) 

$ 489,787 
82,129 
18,165 
60,158 
50,476 

700,715 

382 488 
382,488 . 

1,083,203 

1,083,203 

$ I 083 203 

$ 6,785,554 

(508,128) 

$ 6 277 426 



COUNTY OF MONTEREY ' 

Budgetary Comparison Schedule · 
In-Horiie Support Sei'Vices 

For. the Year Eniled Ju~e 30, 2007 ' 

'I. 

Variance with 
- >• Final Budget - ~ .. - Budgeted Amounts Actual Amounts Positive 

Original Final (Budgeta!)' Basis) (Negative) 
Revenues: . - . 
R~~eOue from use of money and property $ 206,164 $ 206,164 $ 3,763 $ (202,401) 

A!d from other govemrrien~~ agencies 317,107 317,107 394,018 76,911 
Other revenue 550 -550 

. ~-- TOtal"RevenueS- ·'· 523,271 523,271 398,331 ( 124,940) 

Expenditures: 
Current: 

Public assistance 869,037 749,006 324,782 424,224: - - ---
Tot~l Expenditures 869,037 749,006 324,782 424,224 

Excess (Defis:ieficy) of Revenues Over 
.(Under) Expenditures (345,766) (225,735) 73,549 299,284 

Other _Fi!lancing ~ourc':S (Uses): 
Transfers in 111,011 111,011 48,228 . (62,783)' .. 
· -·Total Other FinanCing Sources (Uses) 111,011 111,011 48,228 (62,783) 

Net change in budgetary fund balances (234,755) (114,724) 
.- .. 

121,777 2:i6,501 

.. 
Budgetary fund balances, beginning 114;724 114,724 114,724 

·BudgetarY fund Oala"nces, ending 
. -. 

236 501 $ {120,031) $ $ $ 236 501 
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COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
Fish and Game Propagation 

For the Year Ended June 30, 2007 

Variance with 
Final Budget 

Budgeted Amounts Actual Amounts Positive 
Ori8inal Final (Budgetal}: Basis) (Negative) 

Revenues: 
Fines, forfeitures and penalties $ 9,000 $ 9,000 $ 23,192 $ 14,192 
Revenue from use of money and property 350 350 1,148 798 

Total Revenues 9,350 9,350 24,340 14,990 

Expenditures: 
Current: 

Culture and recreation 30,860 30,860 22,187 8,673 

TOt~! E~pendi!~res 30,860 30,860 22,187 8,673 

' .. 
Excess (Deficiency) of R~venues Over 

(Under) Expenditures (21,510) (21,510) 2,153 23,663 

-- - -- . -
Other Financing Sources (Uses): 

Transfers in 15,000 15,000 15,000 
Total Other Financing Sources (Uses) 15,000 15,000 15,000 

Net change in budgetary fund balances (6,510) (6,51 0) 17,153 23,663 

Budgetary fund balances, beginning 9,239 9,239 9,239 

-- .. - . . - -
Budgetary fund balances, ending $ 2 729 $ 2 729 $ 26 392 $ 23 663 
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. -~ ... -: . 
I 1 , 1 ; '.J , (: 1 •< ,', 

Revenues: 
Aid from other governmental-agencies 
Other reVenue ... -· - -- . .. . -

Total Revenues 

Expenditures: 
Current: 

Public assistance 
- . - -

!_o_ta_I __ E~r:e_n~itl!_res .. 

Net change in budgetary fund balances 
- -' 

Budgetary fu~ b~i;nces~-b~gi-;..ning-

Budgetary fund balances, ending_ 

COUNTY0F.MONTEREY, .,_-, 

Budgetary Comparison Schedule .. ,,,,:. 
Office ofEmployment Training· 

FortheYear·EndedJuneJ0,-2007 ... 

/ 

: ,.,,,,Sudgeted.Amounts 
.Original Final 

$ ., 
' . 9,000,000 ' $ ' 9,528,705 

9,000,000 9,528,705 

9,000,000 . 9,528,705 
9,000,000 - ,, 9,528,705 

·' ~ ' . ' 
- ---------

82,303 82,303 

$ 82 303 $ " 82 303 

' ' .... ,\ •. J!-
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Variance with 
Final Budget 

Actual Amounts Positive 

(Budgetary Basis) --'('-'N"'eg..,a::t:_:iv.::eL) _ 

$ 7,712,993.-$. 
. 8,192,· 

7,721,185 

7,876,654 
7,876,654 

' •! 0 <TO • 

(1,815,712) "'.'I 
. 8,192--. '.: 

(1 ,807,520) 

,._,. 

- - 1,652,051. .,, . -
I ,652,051 I -

( 155,469) ---''-'-'( 1.::5:o5,_::46""9-'-) 
,_.i •J 

82,303 
··~ :: ~ .r,, .·.: -~--- ·•j·.; 

$ ~=="'(7~3,;, 1~66;;;,) $ ( 155,469) ; ' 

.,_ '.-':. .. ··)' .. ·I 



COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
Community Services 

For the Year Ended June 30, 2007 

Variance with 
Final Budget 

Budgeted Amounts Actual Amounts Positive 
Original Final (Budseta!)C Basis) (Nesative) 

Revenues: 
Revenue from use of money and property $ 3,000 $ 3,000 $ 8,459 $ 5,459 
Aid f!:.om othe~.r govemmeiltal agencie~ 460,903 460,903 469,363 8,460 
Other reve_nue 722 722 

Total Revenues 463,903 463,903 478,544 14,641 

Expenditures: 
Curren_t; 

Publ_i.c a~si~t;mce 563,17W 675,221 457,842 217,379 
Total Expenditures 563,178 675,221 457,842 217,379 

. ' 
Net change in budgetary fund balances (99,275) (211,318) 20,702 232,020 

-
Budgetary fund balances, beginning 211,318 211,318 211,318 

;\ .; . ' 
. . . 

Budgetary lund balances, ending $ 112 043 $ $ 232 020 $ 232 020 
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Revenues: 

COUNTY OF• MONTEREY. 1:' · 

Budgetary Comparison Schedule F ·· 
lnclusionary Housing-• • ' 

For the Year Ended June 30,2007:. 

.Bud~eted Amounts 
Original Final 

Revenue from use of money and property $ 21,000 $ 21,000 
Other revenue 105,000 105,000 

Tot'!! Revenues 126,000· 126,000 
,, 

Expenditures: 
Current: 
Gener~l govem.meJ?-1 531,476 1,151,205 

Tot31 ~xpendi~~res . ' ' 531,476' 1,151,205 

' " --- --· ---.--. , 

Other Financing Sources (Uses): 

VarianCe with 
Final Budget 

Actual Amounts Positive 
(Budgeta')C Basis) (Negative) 

• ... I. 

$ 80,145•· .$ 59,145 
148,510 43,510' , 

228,655 102,655 
,,_ 'i 

702,253 448,952 
702,253 448,952; 

I : '-' 

Transfe_r~-o~t ( 100,000) ·<.(98,746)·•···, . ;._' "·11·,254"1' L I ~ 

Total Other Financing Sources (Uses) (100,000) (98,746) 

···--·- --· 
Net change in budgetary fund balances (405,476) (I' 125,205) (572,344) 

, , 

Budgetary fund balances, beginning 1,610,158 1,610,158 I ,303,169 

Budgetary fund balances, ending $ 1,204,682 $ 484 953 $ 730 825 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resources 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison schedule 

Differences. budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances - nonmajOr special revenue funds 
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1,254 
• ~ • ' 'f '.J 

552,861 
., .. 

(306,989) 

$ 245 872 

$ 702,253 

30,513 

$ 732 766 



Revenues: 
Aid from other governmental agencies 

Total Revenues 

Expenditures: 
Current: 

General government 
Total Expe~ditures . 

Net change in budgetary fund balances 

Budgetary fw~d balan.ces~ ~eginning . 

Budgetary fund balances, ~nding 

COUNTY OF MONTEREY 

Budgetary Comparison-Schedule 
Disaster Assistance 

For the Year Ended June 30,2007 

Budgeted Amounts 
Original Finar 

$ $ 

258,355 258,355 

Actual Amounts 
(Budgetary Basis) 

$ 

258,355 

Variance with 
Final Budget 

Positive 
(Negative) 

$ 

$ 258 355 $ 258 355 $ 258 355 ,;:$=====,;;;;, 
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I .•;··-·' . ' :." '!: t ,_· ----
Revenues: 

''" 

COUNTY OF MONTEREY •. · .. 

Budgetary Comparison· Schedule ,, 
Productivity! Investment .. 

FortheYearEndedJune30,.2007' " 

.. , , .. .Budgeted Amounts 
Original Final 

Reve~U:~_frgm -~se~,9f !lloney ~~~ P!Ope~y $ 30,000 $ 30,000 
Total Revenues 30,000 30,000 

...• - --

Excess (Deficiency) of Revenues Over 
(Und.,r) Expenditures ... 30,000 30,000 

----·--- ------- -- . -
Other Finailcing Sources (Uses): 

Transfers in 223,518 223,518 
Transfers out (1,212,150) (1 ,224,772) 

To~al Other Fin_ancing Sou~~es (Us~s) (988,632) (1,001,254) 

Net ch~nge inbudgetary.fun!',balances (958,632) (971 ,254) 

Budgetary fund balances, beginning 971,254· 971,254 

Budgetary fund balances, ending $ 12 622 $ 
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Variance with 
Final Budget 

Actual Amounts Positive 
(Budgetary Basis) (Negative) 

·'. :; .. 
$ 52,160 $. 22,160 

52,160 J''• 22,160 

.. , . 

52,160 ., ·22,160 

' ) . '. l . . ' 

... ~ 223,5J8 .. ' 
(109,791) 1,114,981 
113;727 1;114,981 

165,887. . .1,137,141 

971,254 

$ I 137 141 $ I 137 141 



COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
Fort Ord Reuse 

For the Year Ended June 30, 2007 

Bud8eted Amounts Actual Amounts 
Original Final (Budsetal): Basis) 

Revenues: 
Revenue from use of money and property $ $ $ 12,558 

Other revenue 900,000 1,919,391 719,099 

Total Revenues 900,000 1,919,391 731,657 

Expenditures: 
Current: 

General· government 1,172,672 1,966,767 871,294 

Total Expenditures 1,172,672 I ,966,767 871,294 

Exces~ (f?eficiency) of Revenues Over 
(Under) Expenditures (272,672) (47,376) ( 139,637) 

Other Financing Sources (Uses): 
Transfers in 42,000 42,000 42,000 

Transfers out (31 ,888) (100,000) 

Total Other Financing Sources (Uses) 10,112 (58,000) 42,000 

Net chan.ge in budgetary-fund balances (262,560) (105,376) (97,637) 

Budgetary fund balances, beginning 506,741 506,741 506,741 

Budgetary fund balances, Cf1ding $ 244 181 $ 401 365 $ 409 104 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resources 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences· budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances · nonmajor special revenue funds 

IJ.3 

Variance with 
Final Budget 

Positive 

(Nesative) 

$ 12,558 
(I ,200,292) 
(1,187,734) 

1,095,473 
I ,095,473 

(92,261) 

100,000 
100,000 

7,739 

$ 7 739 

$ 871,294 

248,075 

$ 1119369 



COUNTY OFMONTE~EY 

Budgetary Comparison Schedule 
Emergency Medical, Services 

For the-Year Ended June 30, 2007 

, ~L. 

'•'o J '" I' 

RevenUes: 
Revenue from use of mon~y and property 
Aid frofl! other governmental agencies 
Charges· for serviceS 

TOtal Revenues 

Expenditures: 
Current: 

Health ·arid sanitation. -
· Totai-EXPeOditures 

--.-

Excess (Deficiency) of Revenues Over 
(Under) Expenditures 

Other Financing Sources (Uses): 
Transfers out 

Totai.Oiher Financing SOurcC.s (Uses) · 

.. ,_ 

Budgeted Amounts 
· , · Original Final -·---,-'-=--

$ 20,000 $ 
-- • !-. 

600,000 
620,000 

--
849,884 
849,884 

'I 

(229,884) 

(290,000) 
(290,000) 

20,000 
288,806 
600,000 
908,806 

,1,797,003 
1,797,003 

(888,197) 

(274,718) 
(274,718) 

Actual Amounts 
(Budgetary Basis) 

$ 61,155 
288,803 
720,991 

1,070,949 

di 

1,075,008, 
1,075,008 

·' 'I 

(4,059) 

Variance with 
Final Budget 

Positive 
(Negative) 

-' -
$ '41',155,_ 

(3) 
,120,991 
162,143 

.. ~ , .. 
~~--

·.·q 

l . 721,9951 
721,995 .. 

'' ·'-·' 

884,138 

;.pr 

'I 

··,·. -' ···,.a- ; 

( 188)82) 85,936 
(188,782) !_I 85,936 

Net change in budgetary rund balances- (519,884) :.-(1,162,915) _,., ,.(192,841)' ;, 970,074 ,._, 

Budgetary fund balances, beginning 1,162,915.: ,,· 1,162,915 I ,162,915 h)'i 

Budgetary fund balances,.ending .. -:.~ . ~ -. •;-, -~ . $ 643 031 ~$===~ $ 970 074 ,;::$~~9;;,:7,;;0,;;0~74~ 

" 
. ·•I' ., ,,,., 

.·' ,.,' '' ... ,., . ,. 

. . i• .. /: .· .:' 

·I. '. ,.,.1 

... 
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COUNTY OF MONTEREY · 

Budgetary Comparison Schedule 
Nacimiento Hydroelectric Operations 

For the Year Ended June 30, 2007 

Budgeted Amounts Actual Amounts 
Original Final (Budgeta!:l: Basis) 

Revenues: 
Charges for services $ 1,200,000 $ 1,200,000 $ 1,770,064 

Total Revenues 1,200,000 1,200,000 1,770,064 

Expenditures: 
Current: 

PubliC ways and facilities 1,200,000 1,200,000 925,423 
Total Expenditures 1,200,000 1,200,000 925,423 

Excess (Deficiency) of Revenues Over 
(Under) Expenditures 844,641 

Other Financing Sources (Uses): 
Transfers out (260,931) 

To.tal Other Financing Sources (Uses) (260,931) 

Net change in budgetary fund balances 583,710 

BudgetarY fund balanceS, beginning 108,170 108,170 108,170 

BudgetarY fund balances, ending $ 108 170 $ 108 170 $ 691 880 

Explanation of Differe.nces between Budgetafy Inflows and Outflo~s and GAAP Expenditures:· 

Uses/outflows of resOurces 

Actual amou.nts (budgetary basis) of expenditures from the budgeta~y comparison statement 

Differences- budget to GAAP: 
EncumbranCes for supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the'-year the supphes arc 
received for financial reporting purposes 

Total expenditUres as reported on the combining statement ofrevenues, 
cxpc.nditures, and changes in fund balances - nonmajor special revenue funds 
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Variance with 
Final Budget 

Positive 
(Negative) 

$ 570,064 
570,064 

274,577 
274,577 

844,641 

(260,931) 
(260,931) 

583,710 

$ 583 710 

$ 925,423 

(113,634) 

$ 811 789 



._,.,_ 

, .. ' 

.. -' ..... - _.n . 
Revenues: 

COUNTY OF MONTEREY' 

Budgetary Comparison Schedule 
.-.. • ·"Water Resources Agency 
For the Year Erided June>30; 2007. 

'. , I I.• · Budgeted Amounts 
Originall . · Final 

Li£C1]Se~, p_e!!_l]it~_c_t!lc.!f!:<!_n_p_!lise~ · .d·· Y -- ~- .'.":' '25,000 __ $ 
_2.074,949 
10,273,000 
21,629,367 

25,000 

.J~eV_enue from use_'of.!!l¢it:Y. an~ p~operty_ "· 1 

Aid from other governmental agencies 
Charges for services 
Other revenue 

TOtal RevenueS' . ,;.r ., - ---

Expenditures: 
Current: 

.:._ Pl:l_l?_l~c ways ~nd_.f~~ilitJ~s
Debt service - interest 

Total Expenditures 

• ,(1 •. ,. i 
,. :.1 .. - -~:·_ .. __ ---·--

- - -

9,074,949 
10,760,400 
14,539,288 

41,002,316 34,399,637 
-·; 

50,412,738 46,596,969 
469,471 469,471 

50,882,209 47,066,440 

Variance with 
Final Budget 

Actual Amounts Positive 

(Budgetary Basis) _ _,(c_N:..:e"'g"at"iv.:.;e"')'--

$ 27,400 
708,504 
256,367 

13,846,082 
15,650 

14;854,003 > 

' I ~-.... r:' --1 >· 
14,775,158 

. ' 14,775,158 

. ,$ 
' ' 

. 2,400 . 

(8,366,445) 
(10,504,033) 

(693;2Q6). 
15;650 

·(19,545,634) 
., . : '• 

·' i I,, 

31,821,811 
469,471 

·32,291,282·; 

Exce~~_(l_)~ficie!lSX) of Rev~h-~_cs_ Oy~r · -.. 
(Under) Expenditures 

I .. ... !) -

(9,879,893) (12,666,803) 78,845 12,745,648 
... '··:f•; .I' ''"' 

:! ....... ' 

Other Financing Sources (Uses): 
-Tr<!.ns.fers .!n _ 
Transfers out 
lssm)n<;e of_d_ebt 
Inception of capital lease 

•, 

Total Other Financing Sources (Uses). 

Net change in budgetary fund balances 

Budgetary fund balances, beginning .-· , 

' ' 

2,898,677 160,000 
(2,976,078) (67,000) 

~~-72~,507 5,728,507 

5,651,106.:' '5,821,507 '' 

( 4,228, 787) (6,845,296) 

· ·l-l-,182,686 .. r' 11,182,686 l'•. 

Budgetary fund balances, ending $ 6 953 899 $ 4337 390 $ 
, •• '!. - • ·r· -. ,. , , "· I I ;• ,, 

Explanation of Differences between Budgetary Inflows-and 0utfloWs and GAAPr Expcndityres: 
..-• >{ll'T I 

Uses/outflows of resources 

f\ctu'!_l amou_nts (budgetary basis) of expenditures from the budgetary comparison statement . 

Differences - budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances - nonmajor special revenue funds 

ll6 

.·.; 450,649.:. 290,649 ' 
(67,000) 

-- (5,728,507)• 
70,925 70,925 

'-454;574 : ,_I l (5,366,933) 

533,419 ' 7,378;715. 

11;182,686 " ' . ' ' ' . . 

II 716 105 $-.4 7 378 715c' 

'T' ',> 

$ 14,775,158 

(214,941) 

$ 14560217 



COUNTY OF MONTEREY. 

Budgetary Comparison Schedule 
County Service Areas 

For the Year Ended June 30, 2007 

BudBeted Amounts Actual Amounts 
Oris ina! Final (Budgetal}' Basis) 

Revenues: 
Taxes $ I ,523,696 $ 1,523,696 ,$ 1,574,342 
Revenue from use of money and property 176,850 176,850 339,847 
Charges 'for service~ . 962,221 962,221 1,110,439 

Total Revenues 2,662,767 2,662, 767 3,024,628 

Expenditures: 
Current: 

Publi.~ ways and facilitie~ 1,771,363 3,698,085 681,564 
Health and sanitation 2,188,273 1,320,099 I, 156,425 

Total Expenditures 3,959,636 5,018,184 1,837,989 

Net change in budgetary furi.d b_alances . (I ,296,869) (2,355,417) I, 186,639 

Budgetafy fund balances, beginning 6,149,147 6,149,147 6,149,147 

Budge_tary fund balances,.ending $ 4 852 278 $ 3 793 730 $ 7 335 786 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/Outflows of resources 

Actual amounts (budgetary basis) of expenditures from the budgeta.ry comparison statement 

Differences- budget to GAAP: 
Eilcumbrances for supplies and services ordered but not received is reported in the 

year. the order is placed for budgetary purposes, but in the year the supplies are 
r~C~ived fo-r fiOandal reporting purpOses ·-

Total expenditures as reported on the combining statement ofrevcnues, 
expenditures, and changes in fund balances - nonmajor special revenue funds 

,., 
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Variance with 
Final Budget 

Positive 
(Ne~ative) 

$ 50,646 
162,997 
148,218 
361,861 

3,016,521 
163,674 

3,180,195 

3,542,056 

$ 3 542 056 

$ I ,837,989 

10,985 

$ I 848 974 



COUNTY OF' MONTEREY 

Budgetary Comparison Schedule ,. 
Sanitation Districts 

For the Year Ended June 30, 2007 

: ~ ' . Variance with 
Final Budget 

I· Bud~eted Amounts Actual Amounts Positive 

Ori~inal Final (Budgetar~ Oasis) (Nesative) . 

Revenues: 
Revenue from use of money and property $ 88,120 $ 88,120 $ 114,048 $ 25,928 

·Charges for services· 1,064,855 1,214,855 I ,080, 187<. ( 134,668) 
·Total Revenues 1,152,975. I ,302,975 1,194,235 (I 08,740) 

Expenditures: 
Current: !'•. 

Public ways and facilities 40,604 188,261 106,772 81,489 
Health and sanitation 1,304,719 I ,584,658 1,484,854 99;804 . 

Total Expenditures_·· I ,345,323 1,772,919 1,591,626 ., . 181,293 

Excess (Deficiency) of Revenues Over 
(Under) Expt;nditurcs. (192,348) (469,944) (397,391) 72,553 

Other Financing Sources (Uses): 
Transfer in 98,746 98,746 
Tr~nsfci's out ( 104,200) (104,200) (104,200) 

Total Other Financing Sources (Uses) (104,200) (104,200) (5,454) 98,746 
• l '. 

Net change in budgetary fund balances (296,548) (574,144) (402,845) 171,299 

Budgetary fund balances, beginning I ,926,558 1,926,558 .1,926,558 
.. ··. I 

Budgetary fund balances, ending $ 1630010 $ 1352414 $ 1523713 $ 171 299 

118 



COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
Redevelopment Set-Aside Fund 

For the Year Ended June 30, 2007 

Budseted Amounts Actual Amounts 
Original Final (Budseta!)C Basis) 

Revenues: 
Taxes $ 917,746 $ 917,746 $ 1,311,049 
Revenue from use of money and property 13,900 13,900 215,021 
Aid from other governmental agencies 5,000 5,000 
Charges- for current services 3,298 3,298 
Other revenue 63,876 

Total Revenues 939,944 939,944 I ,589,946 

Expenditures: 
Current: 

General go~cmment 2,811,922 3,356,840 73,532 
Debt service - principal 360,000 308,248 
Debt service - interest 45,867 

}otal Exp~nditures 2,811,922 3,716,840 427,647 

Excess (Deficiency) of Revenues Over 
(Under) Expenditures (1,871,978) (2,776,896) 1,162,299 

Other Financing S!Jurces ((.!ses): 
Transfers in 419 419 4,459 

Total Other Financing Sources (Uses) 419 419 4,459 

Net change in _budgetary fund b!'I3J)CCS_ (1,871,559) (2, 776,4 77) 1,166,758 

Budg~~a_ry. f~nd b~lanct;~, begin!ling, rest_ated' 2,823,738 2,823,738 2,823,738 

Budgetary fund balances, ending $ 952 179 $ 47 261 $ 3 990 496 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resources 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences- budget to GAAP: 
Encumbrances tOr supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances- nonmajor special revenue funds 
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Variance with 
Final Budget 

Positive 
(Nesative) 

$ 393,303 
201,121 

(5,000) 
(3,298) 
63,876 

650,002 

3,283,308 
51,752 

(45,867) 
3,289,193 

3,939,195 

4,040 
4,040 

3,943,235 

$ 3 943 235 

$ 427,647 
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DEBT SERVICE FUNDS 

The Debt Service Funds are used to account for the accumulation of resources for 
and the payment of general long-term debt principal, interest and related costs. 
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COUNTY OF MONTEREY 

Combining Balance Sheet 
Nonmajor Debt Service Funds 

June 30, 2007 

Debt Debt 
Service Service 
County RDA Total 

Assets 
Cash and investments in County Treasury $ 6,133,719 $ 18,230 $ 6,151,949 

Cash with fiscal agent 10,180,989 10,180,989 

Prepaid items and other assets 19,800 19,800 

Total Assets $ 16 334 508 $ 18 230 $ 16 352 738 

Liabilities and Fund Balance 
Liabilities: 

Accounts payable $ 990 $ $ 990 

Total Liabilities 990 990 

Fund Balance: 
Reserved for debt service 16,333,518 18,230 16,351,748 

Total Fund Balances 16,333,518 18,230' 16,351,748 

Total Liabilities and Fund Balance $ 16 334 508 $ 18 230 $ 16 352 738 
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COUNTY OF MONTEREY 

Combining Statement of Revenues, Expenditures and Changes in Fund Balances 

Nonmajor Debt Service Funds 

For the Year Ended June 30, 2007 

Debt Debt 
Service Service 
General RDA Totals 

Revenues: 
Taxes $ 14,018 $ 3,647,625 $ 3,661,643 

Revenue from use of money and property 828;430 43,834 872,264 

Charges for services 1,290,699 1,290,699 

Other revenues 847 '"I•· 847 
Total Revenues 2,133,994 3,691,459 5,825,453 

Expenditures: 
Debt service - principal 3,299,413 3,299,413 
Debt service - interest and debt service costs 7,208,573 7,208,573 

Total Expenditures 10,507,986 10,507,986 

Excess (Deficiency) of Re~enues Over 
(Under) Expenditures (8,373,992) 3,691,459 (4,682,533) 

Other Financing Sources (Uses): '' ,, 
Transfers in I I ,529,390 I 1,529,390 

Transfers out : (3,9~~.759) (3,986,759) 
Issuance of new debt: 

Refunding bond , 91,100,000;, '' ,~,I, 100,000 
Premium oi{refunlliiig bdnd 2,198,432 2,198,432 

Payment to refunded bond escrow agent (87,895,272) (87,895,272) 
Total Other Financing Sources (Uses) 16,932,550 (3,986,759) 12,945,791 

Net change in fund balances 8,558,558 (295,300) 8,263,258 

Fund balances, beginning 7,774,960 313,530 8,088,490 

Fund balances, ending $ 16,333,518 $ 18 230 $ 16 351 748 
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COUNTYtJ'>F.MONTEREY: 

Budgetary. Comparison,Schedule 
Debt Service - County 

FortheNear.Ended June 30,2007 

Variance with 
~ . : i ': .•.. Final Budget 
l •i I i.~" 'oi .Budgeted Amounts Actual Amounts Positive 

• i.~~ .' -:_:_ ' .. ' :,:1, 
- . -- --· . -' Original . Final (Budgetary Basis) (Negative) 

Revenues: 
,.Taxes.· _$ $ $ 14,018 $ 14,018 

Revenue from use of money and property 110,000 574,280 828,430 254,150 
Charge~ fo_! ~ervices -- - 1,290,699 1,290,699 
Other revenues •· " -- 847 847 - - - --

Total Revenues 110,000 574,280 2,133,994 1,559,714 

Expenditures: 
Current: 
De~t-s~':"ic<:.: pfincipal 2,832,304 3,137,704 .. 3,299,413 (161,709) 
Debt service - interest and other 5,717,044 7,944,925 7,208,573 '. 736,352 

T~tal Expenditures-- 8,549,348 ll,082,629 10,507,986 574,643 

~xcess (~eticiency) of Revenues Over 
(Under) Expenditures (8,439,348) (10,508,349) (8,373,992) 2,134,357 

-. .: . , . .-
Other Financing Sources (Uses): 

.Transfers in ,. -. ':' 6,355,375 ~,550,775 11,529,390 4,978,615 
--- -

Issuance of new debt: · 
Refu;.!!ing bond 83,625,936 91,100,000 7,474,064 
Premium on refunding bond • ;-":"f" 2,198,432 . ' ,;-2;198,432. 

Payment to refunded bond escrow agent (88,512,820) (87,895,272) 617,548 
T~tai_Ot~er Fin~ncing Sources (Uses) 6,355,375 1,663,891 16,932,550 .. '15,268,659 

Net change in budgetary fund balances (2,083,973) (8,844,458) 8,558,558 ; ' 17,403,0 16' . -- .-. . .., - . : 

Budgetary fund balances, beginning 7,774,960 7,774,960 7,774,960 

Budgetary fund balances, ending $ 5 690 987 $ {1,069,498) $ 16 333 518 $ 17403016 
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COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
Debt Service - RDA 

For the Year Ended June 30, 2007 

Variance with 
final Budget 

Budgeted Amounts Actual Amounts Positive 
Original.· Final (Budgetai)C Basis) (Negative) 

Revenues! 
Taxes $ 3,676,753 $ 3,676,753 $ 3,647,625 $ (29, 128) 
Revenue from use of money and property 22,000 22,000 43,834 21,834 
Other revenue 22,000 22,000 (22,000) 

Total Revenues 3,720,753 3,720,753 3,691,459 (29,294) 

Expenditures: 
Current: 

General government 79,999 
, Debt service - interest and other 26,940 

Total Expenditures 106,939 

Excess (Deficiency) of Revenues Over 
(Under) Expenditures 3,613,814 3,720,753 3,691;459 (29,294) 

-· 
Other Financing Sources (Uses): 

Transfers in 5,000 5,000 . -~· (5,000) 
Transfers out (3,632,034) (4,039,283) (3,986,759) 52;524 

Total Other Financing Sources (Uses) (3,627,034) (4,034,283) (3,986,759) 47,524 

Net change in budgetary fund balances (13,220) (313,530) (295,300) 18,230 

Budgetary. fund balances, beginning 313,530 313,530 313,530 . 

Budgetary fund balances, ending $ 300 310 $ $ 18 230 $· ·18 230 . 
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CAPITAL PROJECTS FUNDS .'-''' 

Capital Projects Funds are used to account for. financial resources to be used for. 
the acquisition of major capital facilities (other than those financed by proprietary 
funds). 

•l' 

': ' 
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CAPITAL PROJECT FUNDS 

Major Capital Project Funds 

Facilities Master Plan Implementation- Provides for the renovation of the North, East & West Wings 
of the Courthouse, the renovation of the Old Natividad Medical Center and the construction of a new 
County Administrative Building. Additionally, funds will be used to address space needs for various 
other County departments. 

Nonmajor Capital Project Funds 

Capital Projects Management - A Division of the County Administrative Office and it manages the 
construction of new facilities. 

Capital Projects Automation - Provides for the implementation project to replace the County's core 
financial accounting system, budget preparation system, and human resources system. 

Facilities Project- Provides for the maintenance of existing facilities. 

Castroville Pajaro Project - Provides for the administration and implementation of the . 
Castroville!Pajaro Redevelopment Plan adopted in 1986. 

Boronda Project- Provides for the administration and implementation of the Boronda Redevelopment 
Plan adopted in 1988. 

Fort Ord Project- Provides for the implementation of the Fort Ord Redevelopment Project Area. 
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Revefilies · 
Revenue from use of money and property 
Charges for services 

COU_l~TY OF MONTEREY 

Budgetary Comparison Schedule 
Facility M~'ster Pian ·' 

c. If-~ 

For the Year Ended June 30, 2007 

Budseted Amounts 
Original Final 

$ 1,300,000 $ 1,300,000 
500 500 

Actual Amounts 
(Budgetary Basis) 

$ 1,980,659 

· TOtal revenues 'I ,300,500 I ,300,500'<-· ' 1,980,659 

Expenditures 
Curre~t: 
Gen~ral government 

Capital outlay 
Total expenditures 

Ex<;ess (Deficiency) of Revenues Over 
(Under).Expenditures 

Oiher financing sources (uses) 
Traffsfers i.n. 
Transfers out 
Issuance of refunding bond 
Total Othei- Financing Sources (Uses) 

Net change in budgetary fund balances 

Budgetary fund balances, July I 

' ' 

Budgetary fund balances, June 30 $ 

315,199 325,199 
.48,126,299 ' 51,187,384 
48,441,498 51,512,583 

(47,140,998) ·(50,212,083) 

1,893,600 ' 1,893,600 
(5,323,422) 

1,893,600 (3,429,822) 

( 45,24 7 ,398) (53,641,905) 

53,376,939 53,376,939 

8129541 $ (264,966) 

.. -·· .. 

$ 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences - budget to GAAP: 

Encumbrances for supplies and services ordered but not received is reported in the 
year the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes 

Total expenditures as reported on the statement of revenues, 
expenditures, and changes in fund balances - governmental funds 
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~ .. 

110,571 
19,972,773 
20,083,344 

· ( 18, I 02,685) 

I ,893,600 
(5,323,42,1) 

53,300,000 
49,870,179 

31,767,494 

53,376,939 ' 

85 144 433 

I 

Variance with 
Final Budget 

Positive 
(Negative) 

$ 680,659 
(500) 

, 680,159 

214,628 
31,214,611 
31,429,239 

,,l,;• 

'·32,109,398 

'53,300,000 
53,300,001 

85,409,399 
~ ,. , , 

.. , .... 
' .. ~ ~ . 

$ 85 409 399 . : .. 
..... 

$ 20,083,344 

83,018 

$ 20 166 362 



COUNTY OF MONTEREY 

Combining Balance Sheet 
Nonmajor Capital Projects Funds 

June 30, 2007 

Capital Capital Redevelopment 
Projects Projects Facilities Capital 

·Management Automation Project Projects Total 

Assets 
Cash and investments in County Treasury $ 25,161,712 - $ 8,851,124 $ 3,566,360 $ 7,464,669 $ 45,043,865 
AccOunts receivable . 803,056 242,507 I ,045,563 
Land held for resale and development 915,680 915,680 
Long term receivable 123,988 123,988 

Total Assets .$ 25,964,768 $ 8,851,124 $ 3,566,360 $ 8 746 844 $ 47 129 096 

Liabilities aDd Fund Balance 
Liabilities: 

Vouchers and accounts payable $ 119,184 $ $ 54,232 $ 67,022 $ 240,438 
Deposits from others 45,300 45,300 
Deferred revenues 200,359 313,442 513,801 
Advances payable · · 183,800 183,800 

Total Liabilities· 319,543 54,232 609,564 983,339 

Fuiid.Balances: 
Reserved for: 

Encumbrances 13,723 715,458 729,181 
Land held for resale 915,680 915,680 

unreserVed 25,631,502 8,851,124 2,796,670 7,221,600 44,500,896 

Toial Fuiid BaJ3llces- 25,645,225 8,851,124 3,512,128 8,137,280 46,145,757 

Total Liabilities and Fund Balances $ 25,964,768 $ 8,851,124 $ 3,566,360 $ 8 746 844 $ 47 129 096 
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COUNTY.OF MONTEREY 

Combining Statement of Revenues; Expenditures-and Changes in Fund Balances 
Nonmajor Capital Projects Funds 
For the Year'Ended June 30; 2007 

Capital· Capital Redevelopment 
Projects . , Projects Facilities Capital 

ManaS~~e.nt: -Automation Project Projects Totals 
' Revenues: ,l· 

Revenue from use of 
$ 

,,',•' 
395,383 \.6~0,622 . money and property 850,834 $ 277,527 $ 136,878 $. $ 

Aid- from other '• 
governmental agencieS 80,200 ___ 711,262. ,791,462 

Charges for services 100 100 
Other revenue 1,398,365 ' 1,398,365 

Total Revenues 931,134 277,527 136,878 2,505,010 3,850,549 

Expenditures: . 
. Current: 

General government 297,468 23,520 1,083,061 4,663,647 6,067,696 
Debt service: 

Principal 25,0oo· . •25,000 

Interest 11,351 11,351 
.Capital outlay 200,931 424,109 

"'p• j,\ 

625,040 
Total Expenditures 498,399. 23,520 1,507,170 4,699,998 6,729,087 

Exce~s (Deficiency) of Revenues OVer 
,, ,. 

(Under) ExpendituJ:es . 432,735 254,007 (1,370,292) (2, 194,988) q(2,878,538) 

Other Financing Sources (Uses): 
Transfers in 9,358,755 2,431,267 3,986,510 15,776,532 

·.TransferS out· (2,791,828) (48, 700) (4,210) (2,844, 738) 
Total O.ther Financing 
Sources (Uses) ' '~ .. 6,566,927 2,382,567 3,982,300 12,931,794 

N~t change in fund balances 6,999,662 254,007 \,012,275 \,787;312 \0;053,256' 

Fund balances, beginning 18,645,563 . 8,597,117 2,499,853 '6,349,968 . '· 36,092,501 

Fund balances, ending $ 25,645,225 $ 8,851,124 $ 3,512,128 $ 8,137,280 $ 46 145 757 

' -

"' 
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COUNTY OF MONTEREY 

Budgetary Comparison Schedule 
Capital Projects Management 

For the Year Ended June 30, 2007 

l 
Budgeted Amounts Actual Amounts 

Original Final (Budgeta'I Basis) 

Revenues: 
Revenue from use of money and property $ 115,000 $ 115,000 $ 850,834 

Aid ·from other.govemmental agencies 80,200 80,200 

Charges for services 100 100 100 

Total Revenues 115,100 195,300 931,134 

Expe~d~~ures; 
Curre"nt: 

General government 635,224 404,928 306,391 

Capital outlay 15,570,211 17,255,349 200,931 

Total Expenditures 16,205,435 17,660,277 507,322 

Excess (Deficiency) of Revenues Over 

(Under) Expenditun;s ( 16,090,335) ( 17,464,977) 423,812 

Other.Financing Sources (Uses): 
Transfers in 725,000 1,625,000 9,358,755 

Tr.insfers out (2,791 ,828) (2;791,828) (2,791,828). 

Total Other Financing Sources (Uses) (2,066,828) (I, 166,828) 6,566,927 

Net. change in budgetary fund balanc~s (18,157,163) (18,631 ,805) 6,990,739 

Budgetary fund balances, beginning 18,645,563 18,645,563 18,645,563 

Budgetary-fund balances, ending $ 488 400 $ 13 758 $ 25 636 302 

Sxpla!lation ot~Diff:"e~ences between f:3udget~ry Inflows and Outflows ~r:d GAAP ExJ?enditures: 

Uses/outflows of resources 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences - budget to GAAP: 
··-Encumbrances for supplies and services ordered but not received is. reported in· the 

year the order is placed for budgetary purposes, but in the year the supplies are 
received for financial reporting purposes . 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances ~ nonmajor capital projects funds 
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Variance with 
Final Budget 

Positive 
(Negative) 

$' 735,834 

'735,834 

98,537' 

' 17,054,418 
17,152,955 

17,888,789 

7,733,755 

7,733,755 

25,622,544 

$ 25.622 544 

$ 507,322; 

(8,923) 

$ 498 399 
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COUNTY OF MONTEREY: 

Budgetary. Comparison Schedule; 
Capital Projects Automation 

For the Year Ended June 30, 2007 · 

· ·· :..· ''·-Budgeted Amounts 
·Original- Final 

Reven?~s: . . , . . . 
"Revenue·from use of ~oney·and property:;- $ 
- - Tot3.1 Revenues . 

Expenditures: 
General government 

Tci_ta~ ~xpenpit_~~s _. ·. 
··!· ';7-1' . . +\ 

Net change in budgetary fund balances 

.. ' .. ,. " .• . ) ' .. i 
Budgetary fund-balances, beginning-

Budgetary fund balances, ending 
,. . . - .. ' ; -

. : .,. 

' .. 

.. . . r .-
. _ _;_:·:.'L··;_ --·-

';"" .... ("!) . .. - ____ ,_:.:.,,.~ -· -.~-::..· :~:-.. 

1( ;., 

··''' --. - ---

;,I'. ' ·:: .• l ,; 
'='-'"" 

n~r ' ' 
' 

.. •; 

···'' . ··~' ".,:.-' . 

..... •,,• 

$ 100,000 
.. "': 100,000 
j 1 ~ '. • ' • ; 

(100,000) 

l-~:_:·. -8,597,117 8,597,117 

$ 8 597 117 $ 8497117 

.. ,._ ··· .. 

'(. 

.. '..-.:..·u 
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Variance with 
Final Budget 

Actual Amounts Positive 
(Budgetary Basis) _ _,.(:,:Nc::eg.,a,_,t:_:iv.:::eL) ~ 

. '. 
$ 277,527 $ 277,527 

277,527 277,527 

.-,-· 

23,520 .. 76,480 
23,520 76,480 

254,007 354,007 
,,., :; 

8,597,117 'l' .-. ' 

$ ., 'S85II24"' $ 354 007 

·I r ~ r. 1 •, ·• I • t 

; . 

~ , I ' 

. , ... , . 

) . .. '•'. '. ·,. 

. '•· 

.. ,·· 
·, -.:..; II',,., .,,, 



Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resOurces 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences- budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the year the supplies are 
received for fmancial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances - nonmajor capital projects funds 
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$ 2,046,935 

(539,765) 

$ I ,507,170 



COUNTY OF MONTEREY 

Budgetary Comparison Schedule 

RDA Capital Projects Fund 

For the Year Ended June 30, 2007 

Budgeted Amounts Actual Amounts 
Original Final (Budsetal): Basis) 

Revenues: 
Taxes $ (58,000) $ (78,000) $ 
Revenue from use of money and property 1,283,500 1,283,500 395,383 
Aid from other governmental agencies 1,325,669 1,325,669 711,262 
Other revenue 1,531,888 2,434,099 I ,398,365 

Total Revenues 4,083,057 4,965,268 2,505,010 

Expenditures: 
Current. 

General government 10,295,917 12,518,393 2,973,510 
Debt service - principal 26,000 26,000 25,000 
Debt service - interest 56,250 56,250 11,351 

Total Expenditures 10,378,167 ]2,600,643 3,009,861 

Excess (Deficiency) of Revenues Over (6,295,110) (7,635,375) (504,851) 
(Under) Expenditures 

Other Financing Sources (Uses): .r .. .... ~· ... . ... ~ . 
Transfers in 3,631,834 3,949,5 i 7 3,986,510 
Transfers out (100,000) (105,000) (4,210) 

Total Other Financing Sources (Uses) 3,53 I ,834 3,844,517 3,982,300 

Net change in budgetary fund balances (2,763,276) (3, 790,858) 3,477,449 

Budgetary fund balances, beginning, restated 4,213,236 4,213,236 6,349,968 

Budgetary fund balances, ending $ 1 449 960 $ 422 378 $ 9 827 417 

Explanation of Differences between Budgetary Inflows and Outflows and GAAP Expenditures: 

Uses/outflows of resources 

Actual amounts (budgetary basis) of expenditures from the budgetary comparison statement 

Differences - budget to GAAP: 
Encumbrances for supplies and services ordered but not received is reported in the 

year the order is placed for budgetary purposes, but in the year the supplies arc 
received for financial reporting purposes 

Total expenditures as reported on the combining statement of revenues, 
expenditures, and changes in fund balances- nonmajor capital projects funds 
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Variance with 
Final Budget 

Positive 
(Negative) 

78,000 
(888, 117) 
(614,407) 

(1,035,734) 
(2,460,258) 

9,544,883 
1,000 

44,899 
9,590,782 

7,130,524 

36,993 
100,790 
137,783 

7,268,307 

2,136,732 

.$ 9.405.039 

$ 3,009,861 

1 ,690,137 

$ 4,699,998 



INTERNAL SERVICE FUNDS 

Internal service funds are used to account for the financing of goods or services 
provided by one department or agency to other departments or agencies of the 
County, or to other governments on a cost-reimbursement basis. 
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INTERNAL SERVICE FUNDS 

General Liability 

This fund accounts for the financing of the County's general liability insurance. 

Workers' Compensation 

This fu?d accounts for the financing ofthe County's workers' compensation insurance. 
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COUNT.Y.OF MONTEREY 

- · -<::ombining Statement of Fund Net Assets 

Assets 
Current Assets: 

Cash and cash equi.Valerits · 1 
''' 

Accounts receivable 
c 

, • , r.• 

. T qtal Assets 

Uabilities and Net Assets 
Current Liabilities: 

Accounts payable 
Current portion of claims liability 
Current portion of bonds payable 

Total Current Liabilities 

Cong: Terrri Liabilities: -
Claims liability 
Bonds payable 

Total Long-Term Liabilities 
_- Total Liabilities · 

Net Assets: 
Unrestricted (deficit) 

·-- · Total NefAssets 

·· - T~tal Liabilities.anlNet Assets 

.. ',•. 

•'. ''·' 

Internal Service Funds 
June 30, 2007,, 

General Workers' 
Liability Compensation 

'.J ._ 

- $ 7,896,264 $ 31,189,175 
724 828 

? 
$ B 22! 092 $ 31 1B21Z5 

$ $ 176,430 
2,212,269 7,680,866 

705 883 

2 918 152 7 857 296. 

3,295,882 27,704,112 
4 795 297 
8 091 179 27 704 112 

II 009331 35 561 408 

. ' 
(2,388.239) (4.372.233) 

(2,388,239) (4,372,233) 

$ B22! Q2/' $ JI 182m 
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·Total 

$ 39,085,439 
724 828 

$ · ~2 BJO 267 

$ 176,430 
9,893,135 

705 883 

-10 775 448 

. 30,999,994 
4 795 297 

35 795 291 
46 570 739 

.. 
(6.760,472) 

(6,760,472) 

$ 32 8!Q 221 

':· 



COUNTY OF MONTEREY 

Combining Statement of Revenues, Expenses and Changes in Net Assets 
Internal Service Funds 

For the Year Ended June 30, 2007 

General Workers• 
Liabili!Y Com2ensation 

Operating Revenues: 
Charges for services $ 4,786,897 $ 13,698,899 
Ot~er operating revenues . 5,969 232 

Total Operating Revenues 10 756,129 13,698,899 

$ 

Operating Expenses: 
' ' 

Services and supplies 17,776 80,830 
Claims expense 2,308,557 5,194,071 
Purchased services 131,207 812,047 
Insui:ance 685,404 1,240,391 

T oial Operating Expenses 3 142,944 7,327 339 

N~t Operating Income 7,613,185 6,371,560 

Non-Operating Revennes (Expenses): 
. Interest income 152,\36 1,408,166 
,I_?_~erest expense (202,067) 

Tot~! Non-Operating Revenues (Expenses) (49,931) 1,408,166 

Change in Net Assets 7,563,254 7,779,726 

Net Assets- Beginning of Year (9,951,493) (12,151,959) 

Net Assets - End of Year $ (2,388,239) ~ (4,372,233) ~ 
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Total 

18,485,796 
5,969 232 

24455,028 

98,606 
7,502,628 

943,254 
I 925,795 

10,470,283 

13,984,745 

' 1,560,302 
(202,067) 

1,358,235 

15,342,980 

(22,103,452) 

(6,760,472) 



Cash Flows-rnim operating Activities: 

COffi\IT;Y.OF MONTEREY: 

,Combining Statement ofCash Flows· 
Intemal·Service Fun\ls 

For the Year Ended June 30, 200( 

General 
Liability 

Workers' 
Compensation Total 

,. '11. 

Cash receipts from customers $ 10,052,294 $ .13,698,899 ·' $ 23,751,193 
Cash paid to suppliers for goods and services 

Net cash provided by operating activities 

Cash flows from capital and related financing activities: 
Principal payments on COPs, capitalleases,.loans 
·Interest PaYffientS on COPs, Cipitalle:i~e-s, l03ns 

,, 
1 " •• 

Net cash provided. (used) by capital and ieiaied .. 

. · fi~ancing activiti~_s 

Cash flow ftOJ!l investing activities: 
[nterest payments received 

Net cash provided (used) by investing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and equivalents, July 1 

Cash and equivalents, June 30 
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(3,690,258) (8,347,627) .(12,037,885) 

", d' I. ... ·' ·, 
r , __ .•'' 

6,362,036 ' ·. '·' 5,351,272 . 11,713,308 

·,, ,,,r· ,. \ ;,· 
(670;000) I,.:.)·",,. l. 
(212,950) 

. L. 'J· •• .. ,_ • 

,.- h • I 
.(670,000) 
(212,950) 

. ' ' ' ( 8 8 2, 9 50) ' -"----'---'--.:,::::__ . (882,950) 

152,136 1,408,166 1,560,302 

152,136 1,408,166 1,560,302 

5,631,222 6,759,438 12,390,660 

2,265,042 24,429,737 26,694,779 

$ 7 896 264 $ 31,189,175 $ 39,085,439 

continued 



COUNTY OF MONTEREY 

Statements of Cash Flows (continued) 
Internal Service Funds 

For the Year Ended June 30, 2006 

Reconciliation of operating income to net cash 
provided by operating activities: 
Operating income 
Adjustments to reconcile operating income to net 

cash provided (used)' by operating acti~ties: 
(Increase) decrease in accounts receivable 
Increase (decrease) in accounts payable 
Incfease (decrease) in claims liabilitY 

T ota1 Adjustments 

Net cash provided (used) by operating activities 
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$ 

$ 

General 
Liabilit)' 

7,613,185 

(703,835) 
7,150 

(554,464) 

(1,251,149) 

6,362,036 

Workers1 

Compensation 

$ 6,371,560 

106,637 
(l, 126,925) 

(1,020,288) 

$ 5,351,272 

Total 

$ 13,984,745 

(703,835) 
113,787 

(l ,681 ,389) 

(2,271,437) 

$>11713'308 



AGENCY FUNDS 

.. ~ .- ... 
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COUNTY OF MONTEREY. 

Combining Statement of Changes in Assets and Liabilities 
Agency.Funds 

For theYear.Ended June 30, 2007 

·•· July I, 2006 Additions Deductions 

Clearing and Revolving Funds 
Assets: 

C:ash an~ cash equivalents $. ·814,586 $ 495,215,724 $ 491,316,05 l 

· . , Total Assets $ 814,586 $ 495,215,724 $ 491,316,051 
:,-_-

Liabilities: 
Accounts payable $ -722,960 ,$ 55,703,023 $ 56,001,932 
Assets held as·agency. for others 

. - - . 
:. 568,988,234 ' 91,626 564,789,652 

· Total Liabilities · · . $ 814,586. $ . 624,691 ,257 $ 620,791,584 

Thxes and Interest 
Assets: ··. 

Cash and cash equivalents $ 6,988,208 '·.$ 727,924,376 $ 728,445,057 

Receivables - taxes ' · 28,283,197 576,177,138 567,501,983 

.Total Assets $ 35,271,405 $ 1,304,101,514 $ 1,295,947,040 

' ,. 
Liabilities: 

.. c...; 

Accounts payable $ 735,241 $ 57,548,274 $ 47,931,121 

Assets held as agency for others 34;536,164 817,911,717 819,374,396 

Total Liabilities $ 35,27I,405 $ 875,459,991 $ .867,305,5 I 7 

- . .. 
DeQartmental 
Assets: 

Cash and cash equivalents $ 9,469,661 $ 18,722,031 $ 19,790,545 

Receivables - other 93,769 93,769 

Long term receivables 30,000 

Total Assets $ 9,593,430 $ 18,722,031 $ 19,884,314 

· Liabilities: 

Accounts payable $ 270,442 $ 5,045,829 $ 5,156,043 

Assets held as agency for others 9,322,988 7,189,207 8,241,276 

Total Liabilities $ 9,593,430 $ 12,235,036 $ 13,397,319 
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June 30, 2007 

$. . 4,714,259 
$ ·4,714,259 

$ .. 424,051 
4,290,208 

$ 4,714,259 

$ 6,467,527 
36,958,352 

$ 43,425,879 

.'. 

$ 10,352,394 
. 33,073,485 

$ 43,425,879 

$ 8,401,147 

30,000 
$ 8,431,147 

$ 160,228 
8,270,919 

$ 8,431,147 



COUNTY OF MONTEREY· 

Combining Statement of Changes in Assets and Liabilities 

Agency Funds 

For the Year Ended June 30, 2007 

July I, 2006 Additions Deductions 

Transit 
Assets: 

cash and cash equivalents $ 8,079,911 $ . 22,700,283 $ 23,486,080 

Total·Assets $ 8,079,911 $ . 22,700,283 $ 23,486,080 

Liabilities: 
Assets held as agency for others $ 8,079,911 '$ 19,384,704 $ 20,170,501 

Total Liabilities $ 8,079,911 $ 19,384,704 $ 20,170;501 

Tot:il All Agency Funds 
Assets: 

Cash and cash equivalents $ 25,352,366 $ 1,264,562,414 $ 1,263,037,733 
Receivables - taxes 28,283,197 576,177,138 567,501,983 ' 

Receivables - other 93,769 93,769 

Long)eqn receivables 30,000 

Total Assets $ 53,759,332 $ 1,840,739,552 $ I ,830,633,485 

Liabilities: 
Ac'coimts payable $ . 1,728,643 $ .'·118,297,126 $ I 09,089,096 
Asseis ~eld as agency for .others 52,030,689 I ,413,4 73,862 I ,412,575,825 · 

Total Liabilities $ 53,759,332 $ 1,531,770,988 $ 1,521,664,921 
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June 30, 2007 

$ 7,294,114 

$ 7,294,114 

$ •7,294,114 

$ 7,294,114 
. :. 

$ 26,877,047' 
' 36,958,352 

30,000 

$ 63,865,399 

$ 10,936,673 
52,928,726 

$ 63,865,399 
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COUNTY OF MONTEREY 

General Fund . · 
·Schedule of Expenditures-Budget and .Actual on Budgetary Basis 

For the Year Ended June 30, 2007 
Variance with 
Final Budget 

Budgeted Amounts Positive 
Original Final 

General Government . 
Actual. Amounts (NegatiVe) 

Legislative and Administrative: 
Board of Sppcrvisors 

Salaries and benefits $ '_1,613,309 $ 1,705,231 $ 1,617,357 $ (87,874) 
Services and supplies 626,723 626,723 554,824 (71,899) 
Expense transfer reimbursement (32,165) (32, 165) ( 18,449) 13,716 

SubtNal 2,207.867 2,299,789 2,153,732 (146,057) 

Asscs~m~nt f..pr.e.al~ B_oard 
Service.s and supplies 50,000 50,000 3,450 (46,550) 

Subtotal 50,000 50,000 3,450 (46,550) 

County Memberships 
Services and supplies 55,000 55,000 52,303 (2,6971 

Subtotal 55,000 55,000 52,303 (2,697) 

COUiity Administrative office 
Salaries and benefits 3,191,679 3,289,825 2,907,245 (382,580) 
Services and supplies 970,532 1,177,700 1,030;752 ( 146,948) 
Expense transfer reimbursement (86,482) (86,482) (59,716) 26,766 

Subtotal . 4,075,729 4,381,043 3,878,281 (502,762) 

. . . 
Tqtal Legi~lative and admi_nistrative 6.388,596 6,785,832 6,087,766 (698,066) 

Persq11m:l: 
Human Resources Division 

Salaries and benefits 1,668,939 1.872,114 1,655,536 • (216,578) 
Services and supplies 1,177,227 1,133,383 1,009,337 (124,046) 
Fixed assets 24,102 24,102 (24,102) 
Expense transfer reimbursement (65,892) ( 111.266) (45,374) 

Subtotal , 2,870,268 2,963,707 2,553,607 (410,100) 

Total Personnel 2,870,268 2,963,707 2,553,607 (410.100) 

Finance: 

Auditor -Controller 
Salaries and benefits 3,691,826 3,464,052 3,375,883 (88,169) 
Services and supplies 581,417 974,169 784,419 (189,750) 
Fixed assets ' 7,635 7,635 
Expense transfer reimbursement (10,000) (I 0,000) (30,363) (20,363) 

S_ybtotaf_ 4,263,243 4.435,856 4,137,574 (298,282) 
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\ :-:COUNTY:OFJMONTEREY 

General Fund-(continued) 
-'- Sch_edul~iof:Expenditunis"Budget imdActilaLonBudgetary Basis 

,-, ·•For"the.Year Ended June 30; 2007 

:1' I ( '~·~J:_·i~ - -
_ .. _ ----~·-~·-' ~f.tl' Budgeted Amounts 

Variance with 
Final Budget 

Positive 
Original Final Actual Amounts .. , (Negative) 

Annual County Audit 
Services and supplies 

' Subtotal · f 
-; •_;.. 

Sa!ariCs a~c!_ ben~fits __ 
Services and supplies 
Expense transfer reimbursement 

Subtotal · ·. ~-. • 
-' , 

Assessor 
Salaries and benefits 
;;£.r~i¢~-~ ail!!_supplies_ 

. Fixe~ assets· 
Expense transfer reimbursement 

Subtotal 

Revenue DiVision 
:r, Salari~S apd_ benefit_s 

Ssrvi~~s am! suppl~es · :_ _ 
Expense transfer reimbursement 

Subtotal _. --"-

Total Finance 

·counsel: 
County CoiJm;el . . r : 

Salaries aod benefits 
Service~ an~·.suppli~s _. 
Expense. transfer reimburs~ment 

Subtotal 

Total Counsel 

Elections: 
Elections· 

Salaries artd benefits ' ,' 
Services and supplies 

. F!xed.asse:tS '•· 
Subt9tal 

Total Elections 

$ 

'-

143,330 
'1-•143,330, 

" ' 

1,9~1,342 

724,511 
(102,894) 

·2,602,959 

4,170,660 
499,432 

25,000 
(74,325) 

4,620,767 

'?.03§,982 
,: _7]2,3~4 

146,855) 
2,764,451 

14,394,750 

4,020,790 
549,018 

(467,500) 
4,102,308 

4,102,308 

- 646,090 
1,450,253 

2,096,343 

2,096,343 
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$ 143,330 $ 140,410 
143,330 -·- 140,410 

, -
> !·•(· --· 

1,981,342 1,921,971 
724,5 II 636,986 

(102,894) ~ .• -,: ! . . (95,055) 
2,602,959 

4,150,660 
563,646 

10,786 
(74,325) 

4,650,767 -... 

2,049,126 '· 
697,366 
(46,855) 

2,699,637 

14,532,549 

4,181,544 
549,018 

(467,500) 
4,263,062 

4,263,062 

489,090 
2,872,774 

I 11,496 
3,473,360 

3,473,360 

<" 

- •• , 2,463,902 -

4,131,464 
529,247, 

10,785 
(106,943) 

4,564,553 

1,460,976 
327,462 

1,788,438 

13,094,877 

3,919,040' 
410,205 

(2,148,256) 
2,180,989 

2,180,989 

._,,._ '.449,81 I. 
2,600,945-

8,871 
3,059,627 

3,059,627 

_s 

' "-

(2,920) 
(2,920) 

(59,371) 
(87 ,525) 

7,839 
( 139,057) 

(19,196) 
(34,399) 

(I) 
(32,618) 
(86,214) 

(588,1 SO) 
(369,904) 

46,855 
(911,199) 

<;(1,437,672) 

(262,504) 
(138,813) 

(1,680,756) 
(2,082,073) 

(2,082,073) 

(39,279) 
(271,829) 
(102,625) 
(413,733) 

(413,733) 



COUNTY OF MONTEREY 

. General Fund (continued) 
Schedule of Expenditures-Budget and Actual on Budgetary Basis 

For the Year Ended June 30,2007 

Variance with 
Final Budget 

BudS:eted Amounts Positive 
Original Final Actual Amounts (Negative) 

Promotion: 

Cluster Loan Fund 
Other ~nancing uses $ 115,000 $ 115,000 $ $ (115,000) 

Subtotal 115,000 115.000 (115,000) 

,Devel.op!llent ~et-Aside 
Scrv.ices and s~ppli~s_ 1,388,905 1,388,905 I, 189,770 (199,135) 

Subtotal 1.388,905 1.388,905 I, 189,770 (199, 135) 

Total Promotion 1.503,905 I ,503,905 1,189,770 (314,135) 

·I Other Gene~! Qoycmmcnt: 
R~sk Ma.t.:'agement 

Salaries and benefits 788,298 748,002 606,409 (141,593) 
Services and supplies 158,184 208,226 ·171,739 (36,487) 

' . Expense transfer reimbursement (328,962) (343.181). (14,219) 

S.ubtotal 946,482 627,266 434.967 (192,299) 

Rc~ourcc-Management Agen~Y-
Satarie~ m1d benefits 2,950,823 2,795,308 2,367,648 (427,660) 
Services and supplie~ 411,230 661,272 458,800 (202,472) 

_Expense trarisfcr reimbursement. (3,037.553) (3,037.553) (2.401,508) 636,045 
Subtotal 324,500 419,027 424,940 5,913 

info~atio~-Tcchn~logy 
Salaries and benefits 9,140,291 9,045.902 8,818,197 (227,705) 

Services and supplies 4,259,858 4,354,247 3,774,497 (579,750) 
Fixed assets 225,000 225,000 .151,314 (73,686) 

Expense transfc~ reimbursement . (8,828,964) (11.585,840) (10,509,137) 1,076,703 

Su_bt~!aJ · " . 4,796,185 2,039,309 2,234,871 195.562 . . 

Tclccommuni-catio"'s 
:; Salaries and benefits .2,569,549 2,518,908 . 2,265,914 (252,994) 

Scrvic~s and supplies 2,660,878 2.736,519 2,552,512 (184,007) 

' Fixed assets 618,000 678,000 555,525 (122,475) 
Expense tmnsfer rei~bursement (3,573,782) (4,6(7,782) (4,(43,462) 474,320 
Other· financing uses 70,500 70.500 (70,500) 

S_ubt~tal 2,345,145 1.386,145 1,230,489 ( 155,656) 
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· .· COUNTY.OF'MONTEREY 

:. General Fund (continued) 
· Schedule of Expenditures-Budget and Actual on: Budgetary Basis 

For the Year Ended June 30, 2007 

· Budgeted Amounts 
Original Final Actual Amounts 

General Services 
Salaries and benefits $ 6,149,798 $ 5,427,710 $ 5,391',155 
Service_s {lnd supplies · ?,237,~54 7,978,874 7,889,529 
Other c[!arge~ 55,000 55,000 45,108 

Fixed assets 110,000 58,635 51,234 
Expense transfer reimbursement (4,005,265) (4,005,265) (4,604,235) 

St!bt9t_al_ ; .. '9,546,887 9,514,954 8;772,791. 

Capital Improvements Management 
S~Ja.t:i~fa® be1_1Efits . 4:04,233 75,833 67,170 

Services and supplies 464,760 793,160 321,058 
Expense transfer reimbursement (533,769) (533,769) (148,143) 

subtotal 335,224 335,224 240,085 

Vehicle Replacement 
Fi~cd_as~ets 2,500,000 2,500,000 2,101,024 
~xpense tra!)Sf~r reim~ur~cil;i~nt · __ (930,000) (930,000) (I, 133,645) 

subtotal 1,570,000 1,570,000 967,379 
; I ~ 

Recorder-County Clerk 
Salaries and benefits 937,992 897,992 784,930 

___ _ S_e_rvi_~e~· and Sl;lpplies 610,508 720,508 468.134 
Fixed assets 350,000 280,000 35,406 

Subtotal 1,898,500 1,898,500 1,288,470 

Equal Opportunity Office 
Salaries and benefits 292,102 323,217 321,433 
Services ahd supplies 106,584 88,584 65,961' 
Expense trans.fer reimbu~semen~ . (3,384) 

su_btotal 398,686 411,801 384,010 

Insurance 
Services and supplies (' ~ 1,665,374 2,341,551 1,984,667 
Expense transfer reimbursement .. (220,085) (896,262) (347,790) 

Subtotal 1,445,289 1,445,289 1,636,877 

Contributions- Other Agc_ncies 

Other Charges 323,196 323,196 312,144 

Subtotal 323,196 323,196 312,144 
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Variance with 
Final Budget 

Positive 

(Negative~ 

$ (36,555) 
(89,345) 

(9,892) 
(7,401) 

(598,970) 
(742,163) 

: 

·' (8,663) 
(472,102) 
385,626 
(95,139) 

'' 

(398,976) 
(203,645) 
(602,621) 

(113,062) 
(252,374) 
(244,594) 
(610,030) 

(1,784) 
(22,623) 

(3,384) 
(27,791) 

(356,884) 
548,472 
!91,588 

(11,052) 
(11,052) 



COUNTY OF MONTEREY 

General Fund (continued) 
Schedule of Expenditures-Budget and Actual on Budgetary Basis 

For the Year Ended June 30, 2007 

Variance with 
Final Budget 

· Budgeted Amounts Positive 
Original Final Actual Amounts (Negative) 

Short-Term Borrowing 
Services. <md supplies $ 50,000 $ 55,000 $ 54,353 $ (647) 
Othercha.rg~s I ,650,000 1,645,000 1,548,750 (96,250) 

Subtotal 1,700,000 1,700,000 1,603,103 (96,897) 

Other Financing Uses 
Services a.nd suPplies 15,042,125 2,997,393 I ,284,593 • · (I, 712,800) 
Other cha~ges 5,000 5,000 5,000 
Expense transfer.reimbursement. · '15,484,123 14,596,427 11,090,202 {3,506,225) 
Other finunciilg uses 11,674,817 19,674,817 17,888,455 (1,786,362) 

Subtotal 42,201>,065 37,273,637 30,268,250 (7,005,387) 
'r' 

Go!lti_nge~ieS 
. Conti~gc:nci~~ , 5,017,842 3,556,092 , (3,556,092) 

Subtotal 5,017,842 3,556,092 (3,556,092) 

Total Other General Government · 72,854,001 62.500,440 49,798,376 " ( 12,702,064) 
, - " 

- -- Total General Government 104,2t'O,I71 96,022,855 77,965,012 .. (18,057,843) 

Public Safet1: 
" · ; Judicial: 

Public Defeiider -
_,,.' Sa-laries cind benefits 5,091,979 4,954,002 4,947,461 ( 6,541) 

S~rvices and _suppl~~~ 555,270 832,917 758,308 (74,609) 
Expense ~riuisfer reimbursement (81.145) (81,145) (65) 81,080 

Subtotal 5,566,.104 5,705,774 5,705,704 (70) 

Trial Courts' 
S~rvices ~nd supplies 437,000 437,000 ' 332,410 (104,590) 
Other charges 8,511,000 8.511,000 8,216,584 (294,416) 

Subt~!~l 8,948,000 8,948,000 8,548,994 (399,006) 

Gra~d).ury· 
Services and supplies 107,344 107,344 93,516 i 13,828) 

Subtotal ·_l- 107,344 107,344 93,516 ( 13,828) 
''1. ~ - \1 

. __ pi~trj.ct ~tto~ey , .. 
Salaries ~lnd benefit-s 13,769,871 13,918,810 13,620,479 (298,331 1 
sCrvices ind sUpplies 1,766,610 1,958,740 1,846,024 (112,716) 
Expense transfer reimbursement (1,378,000) (1,378,000) (1,243,915) 134,085 

Subtotal 14,158,481 14,499,550 14,222,588 (276,962) 
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.• COUNT.Y OF MONTEREY 

. General Fund•(continued) 
.. Schedule ·of Expenditures-Budget and ActuaL on Budgetary-Basis 

:'For theN ear Ended June 30, 2007 

1:..• '. ,, ,, . ! ~: 

Court Assigned Coun~el 
Services and supplies 

Subtotal_.:..~ _ : ! 
' '·' 

Total Judicial 

· Other Protection: 
Sheriff · '' 

Salaries ind benefits 

Service~·a~-~ supiJ\ies 
Fi~cd as_s~t;> · 

,. 

·;· 

Expense transfer reimbursement 
Other financing uses 

·subtotal 

·- -. J~int Ga~g T~sk fore~ 
;. S<ilaries and benefits 

-- --·sc~i~;~ ~~d s~Pvti~~ 
·-~l!~!9~_al 

Sheriffs Correctional Division 
S<llaries and benefits 
Services and supplies 

. _ '' Fixed assets · '' 
· ~ · Ex.pense traii.Sfer reimbursement 
.·"' Subtotal 
',: ).!, .~I • 

-- -- -- - "j~~~ile -H;.Ji -
g,daries and benefits 
Services arid supplies 
Fixe~ assets' . 1 • 

--E;'Cpense tranSfer reimbur~~mcnt: · ·' 
S~bt;tal - ·--- -- - - - -··---

Ct:!rorJ.er-PubEc ·ft~~ipistrator 
S<tlari~s. <iE~ ~en_~fits 
Services and supplies 

Subtotal 

$ " 

, :1. Budgeted Amounts 

Variance with 
Final Budget 

Positive 
(Negative) Original Final Actual Amounts 

1,399,000 $ 
1;399,000 

30,178,929 

26,045,294 

• '4,977,032 
·419,659 

(72,000) 

31,369,985 

. ~78,242 
1,393,541 

·' 2,071•,783 

22,828,670 
s,1so,n6 

(12,600) 
. 30,996,856 

10,182,824 
2,940,124 

. (240,176) 
12,882,772 

1,519,000 $ ,. 

1,519,000 

30,779,668 

27,907,418 "I ,11 

5,581,539 
1,100,137 
(192,000) 
100,000 

34,497,094 

728,242· . .; ' . 
1,343,541 
2,071,783. ,.,,, 

·I ,519,000 -"$-:-:-----"'--
1,519,000 ~"c.':...'-----

30,089,802 (689,866) 

27,708,559co, (198,859) 
5,296,592 (284,947) 

1,212,121 "''··'" J 111,984 
(209,202) (17,202) 

I 00,000 · . "·c'c." :o;'"-''-'--,:;;;;;""::;,-
34' 108,070 " '· '-' ·_·:.,' -"'( 3"'8"'9 '"'0"'24'-'-) 

),;, JJ ·_ .. 

723,517· I :·., (4,725) 
I ,026,089 (317,452) 

I, 749,606 :,. :...'' -'-c-----"("'32,2"-, 1-'-'77"'-) 

24,122,949 .(34, 171) 
8,725;324 .l! ,; :,'1 (77,911) 

1• .... , 48,684·•:..-' (1,504) 

24,157,120 
8,803,235 

50,188 
(12,600) 

32,997;943·. 
'... ' (12;360)' ''--".•' ----,=,;:2_::40",
, .. .J2,884;597c,·, :__: --'---'('-'IICC3,,=.34::o6:I..) 

11,082,609 
2,858,479 

89,416 
(240,176) 

13,790,328 

11,040,933 ' .' (41,676) 

'2;792,147 '··· (66,332) 
89,414 .r'' · (2) 

(I 78,259) ·:__·e2• '-!.1'::;''-,';6-71 ,79;,17;.,_ 
13,744,235 (46,093) 

I.:. n 
" " . 

-- _,9_24,44~. 
511,718 

1,436,160 

!54 

1,002,412 
525,068 

1,527,480 
•. t' 

956,729 

468,739 
I ,425,468 . 

'.'• •" '" 
,, 

. ,,r,._. (45,683) 
(56,329) 

.. . .. (102,012) 
: 



COUNTY OF MONTEREY 

· General Fund (continued) 
Schedule of Expenditures-Budget and Actual on Budgetary Basis 

For the Year Ended June 30, 2007 

Budseted Amounts 
Original Final Actual Amounts 

Probation 
Salaries and benefits $ 11,130,044 $ 11,306,884 $ 11,146,879 
Services and supplies 1,913,457 2,220,615 1,998,305 
Other charges 1,000,000 861,511 577,252 

.. Fixed assets 21,825 13,099 
Expense transfer reimbursement (425,932) (451,891) (456,183) 
Other financing uses 17,550 

Subtotal 13,617.569 13,958,944 13,296,902 

Emergency Communications_ 
Salaries and benefits 6,248,673 6,831,123 6,757,000 
Services and supplies 1,203,484 1,181,684•. 953,908 
Fixed assets 210,190 210,190 
Expense _ _trans(er rei!Tibursement (I 05, 708) ( 105,708) (105,708) 

Subtotal 7,346,449 8,117,289 7,815,390 

Office of Emergency Services 
Salaries and benefits 551,264 526,264 508,226 
Services and supplies I ,565,913 812,425 "811,825 

Subtotal 2,117,177 1,338,689 1,320,05 I 

Child Support Services 
Salaries and benefits 9,098,936 8,598,936 8,491,787 
Services and supplies _ 2,090,088 2,590,088 2,350,448 
Fixed assets (872) 
Expense transfer reimbursement (32,384) 

SubtOtal 11,189,024 11,189.024 I 0,808,979 ·. 

Housing and Redevelopment 
SaiariCS and benefits 1,062,711 1,062,711 912,913· 
Services and supplies 389,230 389,230 111,885 

____ E~pens.c transfe~- r~im~urse!"Ilent (1,451,941) (1,451,941) (1,024,503) 
_ S_(;!btotal 295 

Contributions- Prop 172 
Other chargCs 2,190,362 2,190,362 1,140,111 

Subtotal '2.190,362 2,190)62 1,140,111 

Total Other Protection 115,218,137 121,678,936 118,293,704 

'155 

Variimce with 
F ina! Budget 

Positive 
{Negative) 

$ (160,005) 
(222,31 0) 
(284,259) 

(8,726) 
(4,292) 

17,550 
(662,042) 

(74,123) 
(227,776) 

(301 ,899) 

(18,038) 
(600) 

( 18,638) 

(107,149) 
(239,640) 

(872) 
(32,384) 

(380,045) 

(149,798) 
(277.345) 
427,438 

295 

(I ,050,25 I) 
(I ,050,25 I) 

(3,385,232) 



. COUNTY OF MONTEREY 

General Fund (continued) 
:Schedule of Expenditures-Budget and Actual on Budgetacy Basis 

· For the Year Ended June 30, 2007 

,J,'~ 

; BudB,eted Amounts 

. - - --- '", H' ... I Original Final Actual Amounts 
--~ ··-

Property Management: 
·,,- Planning &"Building Inspection ,,._.-) 

Salaries ind benefits s 8,024,581 $ 7,374,453 $ 7,274,115 .. ' ServicCs itnd supplies . 3,502,036 4,102,036 4,223,599 
Fixcd•assets 50,000 50,000 13,846 

Subtotal 11,576,617 11,526,489 11,511,560 
'•· ---· ____ Surveyo~ ·, 

Services and supplies 826,215 826,215 615,570 
Subtotal 826,215 826,215 . : . 615,570 

NacimientO·Hydroelectric Project '' 
ServiceS aitd supplies i r' 1,200,000 

Subtotal "1,200,000 - ' :· 
!'··-.)· ): . .. ,;,·· 

- -·- --
Total Property Management 13,602,832 12,352,704 12,127,130 

iJt l; l Protective InsPection: 
PrQ~U~e Jilsp~~ti_o_!l _ _ 

. - _ .~:'!lari~~~~!:l~ ~-~n~fits 1:38?,759 1,389,759 862,702 
Services and supplies 130,592 130,592 43,675 

Subtotal 1,520.351 1,520,351 906,377. 

.! '· Total Protective Inspection 1,520,351 1,520,351 906,377 
, 

~gri~ult~~e:' ~ ~· ; ___ · 
_ Agricult~t:a-1_ Commissioner 

Salaries and benefits 4,743,624 3,966,822 3,966,821 
Services and supplies I ,490,693 1,773,075 1,772,733 

,\'": ':;;' Fixed~assets 121,773 121,772 
Expense·trailsfer reimbursement ( 172,241) (172,241) (709) 
_Oth~_r fin~ncing·u~e_s 872,647- 701,114. 

Subtotal 6,062,076 6,562,076 6,561,731 

Cooperative Extension Service 
_ .. _ Salari_cs af!d_ bene~ts '264,897 264,897 239,279 .,. 

•). '· .. _ - Services af!.d'supplies 93,584 93,584 89,425 
Subtotal 358,481 358,481 328,704 

!56 

Variance with 

Final Budget 
Positive 

(Negative) 

$ (100,338) 
121,563 
(36,154) 
(14,929) 

(210,645) 
(210,645) 

(225,574) 

(527,057) 
(86,917) 

,, (613,974) 

(613,974) 

(I) 
(342) 

(I) 

171,532 
(171 ,533) 

(345) 

(25,618) 
(4,159) 

(29,777) 



COUNTY OF MONTEREY 

General Fund (continued) 
Schedule of Expenditures-Budget and Actual on Budgetary Basis 

For the Year Ended June 30, 2007 

CoOp Ext - Reimbur~ed. Projects. 
Salaries and benefits 
Services and supplies 

· Subtotal 

Total Agriculture 

Total Public Safety 

Health and Sanitation 
Health: 

Health 
Salaries and benefits 
Services and supplies 
Fixed assets 
Expense transfer reimbursement 

Subtotal · 

. Environmental Health 
Salaries and benefits 
Services and supplies 
Fixed assets 
Expense transfer reimbursement 

Subtotal 

Primary Health Care 

Salaries and benefits 
Services and supplies 
Expense trailsf~r r.eimburscmcnt, 

Subtotal 

Public Administration 
Salaries and benefits 
Sefviccs ;;tfld supplies 
.Expense· tran~fer reimbursement· 

Subtotal 

$ 

· Budgeted Amounts 

Original Final 

319,189 $ 319,189 
12,480 12,480 

331,669 331,669 

6,752,226 7,252,226 

167,272,475 173,583,885 

13,435,009 \2,7\0,009 
5,892,410 6,617,410 

65.000 318,200 
(3,642,896) (3,642,896) 
15,749,523 16,002,723 

5,445,868 5,517,868 
I ,932,929 2,027,929 

79,000 79,000 
(99,000) (99,000) 

7,358,797 7,525,797 

\2,417,550 13,237,550 
- 5,319,766 7,357,55\ 

(2,500,000) (2,500,000) 
15,237,316 18,095,\01 

822,769 857,769 
245,725 225,725 

(269,672) (91,119) 
798,822 992,375 

157 

Actual Amounts 

s 194,568 
10,233 

204,801 

7,095,236 

168,512,249 

1!,717,765 
6,092,217 

303,166 
(3,561 ,590) 

-14,551,558 

5,410,625 
1,997,108 

44,038 
(72,519) 

7,379,252 

.·- 12,845,503 
6,761,811 

(2,594,129) 
17,013,185 

827,224 
181,405 
(16,255) 
992,374 

Variance with 
Final Budget 

Positive 
(Negative) 

$ (124,621) 
(2,247) 

( 126,868) 

(156,990) 

(5,071,636) 

(992,244) 
(525,193) 

(15,034) 
81,306 

(1,451,165) 

(I 07,243) 
(30,821) 
(34,962) 
26,48\ 

(146,545) 

(392,047) 
(595,740) 

(94,129) 
(1,081,916) 

(30,545) 
(44,320) 
74,864 

I) 



COUNTYOF MONTEREY 

General Fund·( continued) 
Schedule_ of Expenditures-Budget and Actual on Budgetary Basis 

.,For,the Y:ear,Ended JuneJO, 2007 

Variance with 
Final Budget 

Budgeted Amounts Positive 
Original_ Final 

Children's MediCal ServiCes 
Actual Amounts (Nes;ative) 

Salaries and benefits $ 5,014,923 $ 5,142,423 4,847,808 (294,615) 
Services and supplies 1,577,323 1,577,323 1,282,032 (295,291) 
Other c-harges - 985,000 985,000 793,!80 (191,820) 
Expense transfer reimburSement (S5,000) (55,000) (53,310) 1,690 

Subtotal 7,522,246 7,649,746 6,869,710 (780,036) 

('.lcoh~l and Drug Pr?grams 
I :83:i,'J 48 Salaries and benefits 1,846,914 1,543,919 (302,995) 

Services and supplies 4,850,422 4,988,041 4,860,324_ .. (127,717) 
Other charges '23,778 1,217 (22,560) '. ,(23,777) 
Expense transfer reimbursement (775,945) (775,945) (757,557). 18,388 

· Other financing uses .·22,560 22,560 
Subtotal 5,930,403 6,060,227 ' 5,646,686 (413,541) 

Emergency Medical Services System 
' ·salaries a~d benefits - - 762,690 762,690 417,707 (344,983) 

·services-and sUpplies '7ii,786 721,786 632,108 (89,678) 
Other charges 80,000 80,000 78,511 (l ,489) 

, Subtotal 1,564,476 1,564,476 1,128,326, (436,150) 

Behavioral Health 
.. Salaries·and benefits 22,039,913 22,079,503 • 21,579,589 (499,914) 

; ... ·•' Services.arid supPlies . 2!,325,107 24,827,196 25,303,965 476,769 
Other charges 1,046)61 1,248,734 1,248,732 (2) 
Fixed assets 95,600 228,940 222,314 (6,626) 
E;xpcnse transfer reimbursement (504,801) (504,801) .. (722,990) (218,189) 
Other financing·uses 28,691 17,550 . (11,141) 

~ubtotal 1 '. ·-.} .' ... 44,002,580 47,908,263 . 47,649,160 . (259, 103) 
.. 
Medical ca·re Services 

Services and supplies 2,500,000 2,500,000 2,500,000. 
Other charges . 6,287,235 7,087,696 -- '' (7,087,696) 
Other financing uses 87,235 6,200,000 6,112,765 

Subtotal , . 8,787,235 9,674,931 8,700,000 . ' (974,931) . .. 
County DiSPosal Siies 

Services and supplies 234,717 234,517 136,752 (97,765) 
Other charges 145 345 (345) 

Subtotal 234,862 234,862 136,752 (98,110) 
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COUNTY OF MONTEREY 

,- cGeneral Fund•( continued) 
Schedule of Expenditures-Budget and Actual on Budgetary Basis 

For the Year Ended June 30, 2007 

Animal Services 
Salaries and benefits 
Services and supplies 

Subtotal 

Litter. Control· 
Services· and supplies 

Subtotal 

Total Health 

Total Health and Sanitation 

Public Assistance 
Social Services: 

Social Services 
Salaries and benefits 
Services and supplies 
Other charges 
Fixed assets 
Expense transfer reimbursement 

Subtotal 

Social Services -Other Assist 
Services and supplies 

Subtotal 

. Multipurpose Senior Svcs Prog 
Salaries and benefits 
Services and supplies 
Other charges 
Expense transfer reimbursement 

Subtotal , 

Area Agency on Aging 
Salaries and benefits 

_ Services and supplies 
Expense transfer reimbursement 

· Subtotal ~· · · 

$ 

Budgeted Amounts 
Original Final 

1,349,396 $ I ,299,396 
557,882 607,882 

1,907,278 1,907,278 

474,361 474,361 
474,361 474,361 

109.567,899 118,090,140 

I 09,567,B99 118,090,140 

46.437,723 48,214,023 
16.862,654 17,998,574 

220,122 220,122 
70,000 160,000 

( 129,000) ( 129,000) 
63,461,499 66,463,719 

. 509,541 559,541 
509,541 559,541 

613,220 612,620 
., 7,180 148,090 

118,008 125,690 
(29,400) 

738,408 857,000 

232,415 272,415 
1.986,116 2,165,596 

(40,000) 
2,218,531 2,398,011 

!59 

Actual Amounts 

$ 1,280,044 
596,883 

1,876,927 

473,411 
473,411 

112,417,341 

112,417,341 

46.847,150 
17,149,353 

136,341 
91,706 

(808,486) 
63,416,064 

544,062 
544,062 

605,551 
146,493 
124,423 
(40,733) 
835,734 

223,718 
1,913.479 

(83,0851 
2,054,112 

Variance with 
Final Budget 

Positive 
(Negative) 

$ ( 19,352) 
( 10,999) 
(30,351) 

(950) 
(950) 

(5,672,799) 

(5,672,799) 

(1,366,873) 
(849,221) 

(83,781) 
(68,294) 

(679,486) 
(3,047,655) 

(15,479) 
(15,479) 

(7,069) 
(I ,597) 
( 1,267) 

(11,333) 
(21,266) 

(48,697) 
(252, 117) 

(43,085) 
(343,899) 



'fTOUNTY:OF MON'FEREY 

\ i .. Generai'Fund' (continued) 
····Schedule 'of•Expenditures-Budget and AcfuaLonBudgetary ,Basis 

· For the Year:Ended Jurie 30; 2007 

'• .,;·•·· . ' 
linkages 

Salaries and benefits 

S~rvicCs -~~d supplies 
_ Othc~ Cha_rges 

Expen5C transfer reimbursement 

Subtotal 

-· 
Total_S_pciai-Serviccs 

.. Other Public A~sistancc: 
Military & Vetemns Affairs 

Salaries· a~O benefits 
Scf\1\ces and supplies 
Fixed ilSSets 

Subtotal 

Child Care Planning Council 
Salari~s and benefits 
Services and supplies 

Subtotal · · ! · 

Out-of-Home.Carc 
Sc;.,ices ~nd supplies 
Other charges 

l_ Subtotal 

iHss wai~s .& B-enefits 

Other financing uses 
Other charges 

Subtotal 

Aid to Indigents 
. --- - Oihe~ ch~rges 

Subtotal 

Cal works-TANF Benefits 
Other charges 

Subtotal · 

Total Other Public A~;istance 

Total Public Assistance 

'· 

$ 

.·1:tlBudgctcd Amounts 
Original Final 

187,275 '$ 118,275 
69,048 157,641 

' 34,802 26,949 
(26,414) (38,154) 

264,711 264,711 

67,192,690 70.542,982 

447,089 421,764•. 

91,930 91,930 
25,325 

539,019 539,019 

280.249 240,249 
1,137,499 I ,258,152 
1,417,748 I ,498,401 

2,039,159 2.039,159 
17,228,485 17,228,485 
19,267,644 19,267,644 

111,011 111,011 
; 7,879,944 8,227,944 
. 7,990,955 8,338,955 

, . 532,168 532,168 
532,168 532,168 

33,963,545 33,963.545 
33,963,545 33.963,545 

63,711,079 64,139,732 

130.903.769 134,682,714 

160 

Variance with 
Final Budget 

Positive 
Actual Amounts (Negative) 

$ . '· 118;110 $' (165) 

't· 157,453 •. ,.-_.; (188) 
26,203 ,. (746) 

(38,154) 
263,612 ( 1,099) 

67,113,584 ' (3,429,398) 

.. ·-

' " 
1_,- 381,042 (40,722) 

-81.112 (10,818) 
24,699 :.._,' ·'·(626) 

486,853 . (52,166) 

• 238,622 ( 1,627) 
1,239.151 (19,001) 
1,477,773 (20,628) 

:-·.; 

1,400,705 (638,454) 
16,661,191 . (567.294) 

•18,061,896. (1,205,748) 

48,228 '· (62,783) 
8,486,131. 258,187 

' 8,534,359 .. 195,404 
··.:;-1_" 

490,353 (41,815) 
490,353 (41,815) 

. 32,260,874 (1,702,671) 
. 32,260,874 (1,702,671) 

.•; 

61,312,108 (2,827,624) 

128,425,692 (6,257,022) 



COUNTY OF MONTEREY 

General Fund (continued) 
Schedule of Expenditures-Budget and Actual on Budgetary Basis 

For the Year Ended June 30, 2007 

Variance with 
Final Budget 

Budseted Amounts Positive 
Original Final Actual Amounts (Negative) 

Culture & Recreation 
Recreation Facilities: 

Parks 
Salaries and benefits $ 4.450.867 $ 4,489,881 $ 4,489.523 $ (358) 
Services and supplies 2,061.908 2,244,951 2,186,879 (58,072) 
Other charges 19,660 20,602 20,602 
Fixed assets 963.694 980,982 1,755,891 774,909 
Other financing uses 13.727 13.727 
Expense transfer reimbursement (3.280) (3.280) 

Subtotal 7,496.129 7,750,143 8,463.342 713.199 

Parks- Grant Projects 
Fixed assets I ,508,766 1.573,766 279.139 ( 1.294.627) 

Subtotal 1,508,766 1,573,766 279,139 ( 1.294,627) 

Total Recreation Faciliti~s 9,004,895 9,323,909 8,742,481 (581,428) 

Total Culture & Recreation 9,004,895 9,323,909 8.742.481 (581,428) 

Other 
Expenditures: 

Other General Expenditures 
Services and supplies 48.750 48,750· 23.554 (25.196) 

Subtotal 48,750 48,750 23.554 (25.196) 

Total Expenditures 48.750 48.750 23,554 (25.196) 

Total Other 48,750 48,750 23.554 (25,196) 

Total General Fund $ 521,007.959 $ 531,752,253 $ 496,086,329 $ (35,665.924) 
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STATISTICAL SECTION 

The information in this section is not covered by the Independent Auditor's Report, but is presented as 
supplemental data for the benefit of the readers of the comprehensive financial report. 

Financial Trends 
These schedules contain trend information to help the reader understand how the County's 
financial performance and well-being have changed over time. (Schedule 1-4) 

Revenue Capacity 
These schedules contain information to help the reader assess the County's most significant local 
revenue sources, property tax and sales tax. (Schedule 5-l 0) 

Debt Capacity 
These schedules present information to help the reader assess the affordability of the County's 
current levels of outstanding debt and the County's ability to issue additional debt in the future. 
(Schedule 11-13) 

Demographic and Economic Information 
These schedules offer demographic and economic indicators to help the reader understand the 
environment within which the County's financial activities take place. (Schedule 14-16) 

Operating Information . . . 
These schedules contain service and infrastructure data to help the reader understand how the 
information in the County's financial report relates to the services the County provides and the 
activities it performs. (Schedule 17 -18) 
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Schedule I 

Governmental activities 
Invested in capital assets, nt:! of related debt 
Restricl.ed 
Unrestricted 

Total governmental activities net assets 

Business-type activities 
Invested in capital assets, net of related debt 
Unrestricted 

Total business-type activities net assets 

Primary government 
Invested in i::apital assets, net Of related debt 
Restricted 
Unrestricted 

Total primary government net assets 

Notes: 

COUNTY OF MONTEREY 

Net Assets by Component, 
Last Six Fiscal Years (in thousands) 

(accrual basis o~accounting). 

Fiscal Year Ended June 30, 
2007 2006 2005 

$ 472,945 $ 463,900 $459,041 
\05,712 94,\86 75,421 

67,582 42,940 39,461 
646,239 6(1\ ,C\26 573,923 

,47,334 50,634 55,814 
12,522 734 ( 1,831) 

59,856 51,368 53,983 

520,279 514,534 514,855 
\05,712 94,186 75,421 

80,104 43,674 37,630 
$ 706,095 $ 652,394 $627.906 

{I) Accounting standards require that net assets b'e rePorte~l in three c~mponents in the financial statements: 
invested in capital assets, net of related debt; restricted; and unrestricted. Net assets are considered 
restricted when I) externally imposed by creditors. {such as debt C(wemmts), graators, contributors, 
or laws or regulations of other governments of2) imposed by law through constitutional provisions or 
enabling legislation. 

165 

2004 2003 2002 

s 470,684 $ 465,234 $ 368,529 
65,96(1 95,272 

532 (7,278) 156,552 
537,\76 55:un 525,081 

46,684 49,678 62,635 
{19,159) (23,307) (29,006) 
27,525 26,371 33,629 

517,368 514,912 431;164 
65,960 95,272 

( 18,627) (30,585) 127,546 
$564,701 $ 579,599 $558,710 
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Schedule 2 

COUNTY OF MONTEREY 

Changes in Net Assets (Continued) 
Last Six Fiscal Years (in thousands): 

(accrual basis of a~counting) 

Fiscal Year E~d~d June_ 30, 
2007 2006 2005 2004 2003 2002 

Net {Ex.Qense)/ Revenue 

Govcmmental activities ( 130,367) (126,693) ( 140;76.6) (192,958) (199,631) ( 145,752) 

Business-type activities (2,563) . (31 ,230) 26,458 17,938 (8,768) 12,292 

Total Primary Net (Expense)!Revenue (132,930) (157,923) (114,308) (145,020) (208,399) (133,460) 

General Revenues and Other Changes in Net Assets 

Governmental activities: 

Taxes 

Property taxes 137,625 . 127,363 79,088 74,994 66,809 62,771 

Sales tax 5,767 . 6,552 6,717 6,503 '7,555 7,437 

Sales tax in-lieu 1,4~7 

Vehicle license fees and in-lieu 28,493 33,325 39,726 37,463 

Transient occupancy & other 24,627· 23,814 39,312 21,679 15,064 15,286 

Unrestricted grants and contributions 2,608 

Investment earnings 14,366 12,620 7,355 5,641 10,070 11,415 

Miscellaneous and other revenues 7,213 10,369 17,325 9,934 6,332 3,457 

Transfers ( 10,372) (26, 776) 18,931 7,095 14,361 

Total governmental activities 179,226 153,942 179,787 171,007 155,259 152,190 

Business-type activities: 

Unrestricted grants arid contributions 679 . 920 42,253 608 1,180 

Miscellaneous 2,147 7,997 2,211 

Transfers 10,372 26,776 ( 18,931) (7,095) (14,361) 

Total business-type activities 11,051 27,696 42,253 (16,784) 1,510 (I 0,970) 

Total Primary Government 190,277 181,638 222,040 154,223 156,769 141,220 

Change in Net Assets 

Governmental activities 48,859 27,249 39,021 8,049 (44,372) 6,438 

Business-type activities 8,488 (2,615) 68,711 1,154 (7,258) 1,322 

Total Primary Government $ 57,347 $ 24,634 $107,732 $ 9,203 $ (51,630) $ 7,760 
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Sch~dule 3 '. 

.:·.· 

··:-

COUNTY OF MONTEREY 

·.Fun9 BalanCes, Governmental Funds 
· ; . ·Last' Ten FiScal Years (in thoUsands) 

I (~odified accrual 'basis of accounting) 

168 

1999 1998 

$ 11,064 $6,912 
30,859 30,570 
41,923 37.482 

.. ..; 
.'4o.j1s:.: ~40.536 .. 
; 

19,991 2 Ls76 
7 ,Sn · : .. 8.513 

;'67,936: 70,625 
1· 

$ 109,859 - $ io8,J07 



Schedule 4 

Revenues 

Taxes 
Licenses, pennits & franchises 
fines. fo;feiture$ & penalties 
Revenues from use of money & property 
Aid from other governmental agencies 

Charges for current services 
Other re,·enues 

Total Revenue~ 

Expenditmes 

General 
Public safety 
Public Wnys & Facilities 
Health & Sanitation 
Public 1\ssistmv.:e 
Education 

· Recr~ationa\ & Cultuml 

L>ebt Service 
Interest 
PnnC!pal 

Capital Outlay 
Total Expenditures 

E1<ces.' of Revenue~ Onr (Under) F:xp<"nditures 

Other Financing Sources rUses] 
. 1 ransfers in 
T~an'siers out 

Issuance of new debt 
Inception 'of capiw.llea!;es 

Payments to refundmg agent 

Sale ofrecei•ables 
Miscellear!ous 

Total Other Financing Sources (Uses) 

Net Change in l'u!ld B:d:mces 

Deht Service as a percentage ofnoncapital expenditures 

Notes 

.; 

COUNTY OF MONTEREY 

Changes in Fund Balances. Go,emmental Funds 
Last Ten Fiscal Years (in thouSands)' 

(modtfted accrual bas.is of accounting) 

Fisc.il Year Ended June 30. 

2007 2006 2005 2004 2003 2002 2001 2000 

s 181,923 s 157,728 S 155,107 $136,501 S89,QIO S85.013 $82,094 '$73.217· 
17.545 13,840 14.366 12,097 :· 12.400 17.766 12,569. 9,987· 

4S14. · 8/:114 S-,14J: J.,I(\Q lb,1SJ. lb.\nl 11.012 6,N'X 

13.426 11.652 7,111 5,605 10,030 11,415- 10,955 1.2.414" 
281,075 281,804 244,635 228,914 278,357 357,777 _236,727 "'207.275 
s 1.442 96.596 88,<)71 84,107 76,062 75.089 65,473 64.387 

-~"'10'.5"7"-6 10.222 
590.561 580,476 :=1!:8~.6~0~3: ==~'t·'~l~4 -~~6".3"3'-1 -~~3~.4~5!,_7 4,094 6.835 

524,037 --"'8"1",2"6"-7 489,444 566.538 424,534 380,778 

74,491 74.348 

149,144 154.382 
32.993 65,206 

116.715 95.321 
136,'1'13 •• 129.802 

6,278 5,851 
8,584 7,001 

7.266 

3.633 
36,932 

573.029 

17,532 

31.736 
(-1.2,107) 
146.598 

71" 
(87,895) 

48.403 

s 65,935 

2.03% 

4,432 

3.186 
15,976 

555.505 

24,971 

32.395 
(57.390) 

36 

(24,959) 

s 12 

44.532 
148,87) 

. 39,031 

100.452 
125,181 

'5,548 

5.755 

5.444 
2,310 

25,120 
502,246 

21.791 

32.128 
(44.31-t) 

853 

8.721 

12.612) 

s 19,179 

1.63% 

73.832 : 
125.849 
41.140 

100,711 
'119.820 

4.953 

8,759 

2.856 
4.643 

16,511 
499;074 

3'1,179 
(20.248) 

7.579 

26,510 

s 8,703 

1.55% 

110,304 
159,304 
29.591 
87,970 

. 124.588 

5.826 
6.972 

5,929 

3.562 
12.547 

546,593 

44.488 
. (37.393) 

24 
7,119 

s (50.030) 

1.78% 

69.062 54,997. 46,415: 
183.795 132,399 124,331 
43,260 24,633 17,692 

117,399. 77.857' 63,009 
!35,566 104,615 96,986 

6.154 5,093 SJ\4 
7.737 6,211 5,547 

3,112 
7,934 

11,855 
585,874 

128.124 
( 11.1.76)) 

83.089 
569 

2:401 
14,041 
7,262 

429,509. 

39,270 
(26,046) 

5,474 
196 

98.019 18.804 

s 78,683 s 13.9]<} 

1.92% 3.8Wo 

4,703 
15.7!3. 

3.523 
383,233 

32,677 
(27,950) 

12.532 

21 
17.280 

$ 14,825 

5J8% 

(I) For the year ended June 30, 2006, all balances were restated ro reflect the total governmental funds balances 

since the balances prev•ously reflected only the General Fund. 
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s 67.207 
7,565 
7,426 
7,886 

. 209.23 7 
5·6,579 

14,851 

370.751 

40,655 

118,596 
25}29 

81)03 
98)57 

4,526 
5,\28 

5.027 
l ).093. 

3.J71 
394.285 

$64,186 
6,090 
6,255 
6,445 

202.106 
59.398 
6,545 

351,025 

40,299 

118.395 
19.952 
56.457 
92,633 

4,2'}5 

4.632 

3.509 
9,41!9 

I 7,982 

357.643 

(23.94) __ 1~6~.6~18~) 

32,164 
( 15,195) 

8,477 
o47 

26,759 

s 3,l25 

4.12% 

28,Q83 
(25.150) 

6,810 

80 
10,723 

s 4,105 

3.72% 



Schedule 5 

Fiscal Year 

Ended 
June 30 

1998 

1999 

2000 

2001 
2002 .. 

2003 

2004 

2005 

2006 

2007 

COUNTY OF MONTEREY 

Assessed Value and Actual Value of Taxable Property 
Last Ten Fiscal Years 

(in thousands) 

2 3 Net 

Secured Unsecured~ . E;xemptions Assessed . 
·Ron:· 

. . 
Roll Value 

' : 

. 22,245,335 1,196,749 (706,691) 22,735,393 

23,458,729 ' 1,27},000 (783,273) 23,946,456 

25,177,542 : 1,361,209 (833,776) 25,704,975 

27,432,425 1,448,301 (904,216) 27,976,510 

30,481,587 . 1,550,890 . (I ,005;420) 31,027,057 

33,363,333 ; 1,63\842 (989,319) 
,:-. 

34,007,856 

35,742,970 :·_1,669,501. (1,15.7,406) 36,255,065 

38,434,501 . 1,713,181 (1,235;832) . 38,~ 1'1 ,850 
42,538,965 1,85-9,928 (I ,329,452) 43,069,441 

47,388,757 1,999,660 (1,471,788) 47,916,629 

Percentage 

Change from 

·-Previous Year 

4.7% 
5.3% 

7.3% 
8.8% 

10.9% 
9.6% 
6.6% 

73% 
10.7% 

11.3% 

Source: Monterey County Property Tax Records, Report #70-4885-1 00 

Notes: 

2 

3 

4 

.~ . 
. . - ' 

SeCured property is gener:lily real property, which-is defined as land, mines, rriineral, timber, 

an<;l improve_rTients suC~ as buildings, structures, crops, frees, and vines. Also inciud~d in the 

Secured roll aie unitary prop-erties, including railroads and Utilities, which cross the county ~ 
and are assessed by the State· Board of EqUaliZation. = 
Unsecured property is gcn_erally personal property, including machinery, equipment, office 
tools, supplies; mobile hoineS, and aircraft. · 
EXempt properties inclUde. n~merous .fu.ll and Parti-3.1 exclusio-nS/exemptions provided , 

by the State Constitution and the Legislature that relieve certain taxpayerS from the burden 

Of paying property taxes. 
DUe to the passage of.Proposition 13 (Prop 13) property tax initiative in 19,7R, the County 
docs not track the esti~ated actual value of all County properti~s. Uiidef Pfo'p 13, property 
is assessed at the 1978 market value with an annual increase limited to the lesser of 2% 
or the CPI on properties not 'involVed in a-cha~ge of ownership· or properties that did 

not undergo new constructiOn. Newly acquired property is assessed at its new market 
value (usually the purchase price) and the value of any new construction is added to the 

existing base value of a parcel. As a result, similar properties can have substantially 
different assessed values based on the date of purchase. Additionally, Prop 13 limits 

the property tax rate to)% of assessed value, plus the rate necessary to fund local 

voter-approved bonds and special assessments. 
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Schedule 6 

COUNTY OF MONTEREY . 

Principal Property Taxpayers 
June 30, 2007 and June 30, 1998 (in thousands) 

Fiscal Year Ended June 30, 2007 

.Taxpayer Type of Business 

Duke Energy Moss Landing Utility 
Pebble Beach Company Tourism 
Pacific Gas and Electric Company Utility 
California-American Water Company Utility 
Pacific Oce(_mside Holdings · Development 

Pacific BellTelephone Company Utility 
Northridge Fashion Center Retail 
Texaco, Inc.-

Dole Fresh Vegetables, Inc. 
DDI Salinas II LLC, et al 
Ten Largest Tax Payers Total 
All Other Tax Payers Total 
Total 

Petroleum 
Agriculture 
Development 

Assessed 
Value 

$ 690,000 
551,239 
300,571 

94,792 
88,321 
85,092 
81,562 
66,441 
64,511 
42,737 

2,065,266 
45,851,363 

$ 47,916,629 

Fiscal Year Ended June 30, 1998 

Taxpayer 

Pacific Gas and Electric Company 
Pebble Beach Company 
Pacific Bell Telephone Company 
Mobile Oil Corp. 
Dole Fresh Vegetables, Inc. 
Coastal Monterey Properties, LLC 
Basic American Foods, Inc. 
Texaco, Inc. 
Tanimura Land Company 
Thrust IV, Inc. 
Ten Largest Tax Payers Total 
All Other Tax Payers Total 
Total 

Type of Business 

Utility 
Tourism 
Utility 
Petroleum 
Agriculture 
Development 

Agriculture 
Petroleum 

Agriculture 

Development 

Source: Monterey County Property Tax Records 
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Assessed 
Value 

628,992 
49!,315 
211,374 
109,787 
100,056 
89,358 
86,752 
86,563 
82,986 
28,134 

1,915,317 
20,817,741 

$ 22,733,058 

Percentage of Total 
County assessed Value 

1.44% 
1.15% 
0.63% 
0.20% 
0.18% 
0.18% 
0.17% 
0.14% 
0.13% 
0.09% 
4.31% 

95.69% 
100.00% 

Percentage of Total 
County Assessed Value 

2.77% 
2.16% 
0.93% 
0.48% 
0.44% 
0.39% 
0.38% 
0.38% 
0.37% 
0.12% 
8.42% 

91.58% 
100.00% 



Schedule 7 

COUNTY OF MONTEREY 

Property Tax Levies and Collections 

Last Ten Fiscal Years 

(in thousands) 

(I) (2) (3) 

Taxes Levied Collected within the Collected in 

for the Fiscal Y car Subseguent Y cars Total Collections To Date 

Fiscal Year 

Ended June 30 
Fiscal Year 

Amom1t Amount 
Pcrccnt~gc 

of Levy 

- Pefcentage 

Amount Amount of Levy 

1998 
1999 

2000 

2001 
2002 

2003 

2004 
2005 

2006 

2007 

Notes: 

241.420 
252,646 

270,779 
295,668 

326,633 

360,268 
410,453 

440,553 
487,644 

541,742 

237,498 

249,013 
267,351 

292,026 

320,879 
353,783 

404,618 
434,059 

476,758 

522,686 

98.38% 3,774 

98.56% 3,428 

9R.73% 3,103 
9R.77% 3,199 

98.24% 4.451 
98.20% 5,127 

98.58% 7,266 

9&.53% 8,378 

97.77% 7,951 

96.48% NIA 

241.272 99.94% 
252,441 99.92% 
270,454 99.88% 

295,225 99.85% 

325,330 99.60%. 

358,910 . 99.62% 

411,884 100.35% 
442,437 100.43%1 
484709 99.40% 

NIA NIA 

(I) Includes Secured, Unsecured, and Unitary taxes levied for the County itself, school districts, 

cities, and special districts under the supervision of their own governing boards. Includes 

adjustments to the tax rolls from the levy date to delinquency date. 
(2) Includes amounts collected by the County on behalf of itself, school districts. cities and 

special districts under the supervision of their oWn governing boards. 

(3) Includes adjustments to the levy. Taxes levied less collections to date equal the 
delinquent taxes receivable. 

Source: Monterey County Property T<~x Records. 

172 



Wo!S' BOOJIM5 

~ 
Cannel 
Del R~y!lab 
Gonr.alc'S 
Gm:nf..,ld 
King Cit~ 
Marina 
Mom~rey 

PocilicC\row 
San.JCir~ 

Sc'lsidc 
Soledad 
Bonmd:o County Sanitatilln D"L 
San Luc~s Cnum~ Water IJisL 
Soledad Cnmmunit} ll<alrh C~re 
Aruma• COO Ill)" Water Dist 

Alisal Union 

H~ddlcy Union 
Cabrillo College 
Cannel Unof>ed 
Chualar Unified School !listric! 
Coa\ingaJnim Unified 

Grave' Ucmcntary Schn<JI Di>l. 
Urcen!ldd Union 
Hanncll Community CollcJ!C Di>L 
King Ciry Uninn 
Mi•.<ion Union Elemental) Sch<~>l Di<t 
MontCre)· Pcnin<ula Communit~· College 
North Mnmcr~)· Count) Un'of•e<l 
Pacili.: Grove Unified 
Pajaro JT Unified 
Pka...anl Valley Joint Union 
.S..hmo$ Union High School District 
San Antonio Union 
San Ardo Unoon 
San Lucas Un1on 
San Miguel Elem..,\al} Schnul 
San\a Ri1:1 Union 
Shandon Joint Unitied 
Sol~d Unifoed School District 
Sprte~cls Union 
\'.'ashington Union 
Wc,tllili> Cn\\cge 

Source: Monterey Count}' Rceords 

21107 

"""""' 
0.00000 

O.IMMJOO 

000000 

000000 
0.00000 
0.00000 
0.03559 
1).()()000 

0.00500 

0.00000 

0.00000 

QOOOOO 
Q 00000 

O.U320S 

0.01290 

000000 

0.090S2 

f!M<IO 
0.00000 
0.02669 

0.0171!-1 

0.0.:746 

0.07010 

0.1).161>6 
().()23()5 

0.[)4.151 

0.02023 

0.083:'9 

0.0!3% 

0.0206(, 

O.ll)71J) 
0.02247 

0.02545 

0.00000 
O.DJ~lb 

0.00000 

0.00000 
omooo 
0.0351\1 

0.03136 

0.00642 
0.05210 

O.OSS82 

0.05163 

0.01\1.26 

COUNTY OF MO:-JTEREY 

lkbl Servoce Ta< Rat"' fCif County and Major Owrlapping G<l\emmem 
Per ~100 of As""'..-d Value 

I 00000 

0.00000 

0.00000 

000000 
000000 
000000 
0.110000 
0-02753 

0-!KXMIIJ 

OJlOJOO 

0.-
0.00000 
0.00000 
0.06534 

0JJ37HO 

0.01561 

0.00100 

0.10008 
()_/)},1~0 

IUlOtiOO 

O.QJ700 

O.ot 1~0 

O.O·WH 
0.0337-1 

0 0\\1.14 

0.112615 

0.1!61>04 

0.01714 

0.08S85 

0.02767 

O.OISOO 

\'o.tl4\\'l9 
0.02278 

0.02'100 

0.00000 
()_()J,SJ9 

000000 
U,OOOOO 
II 1~)(!011 

u 03b2-l 

0.03255 

0.00645 
0.()6373 

0.03075 

ll.05301 

II 00057 

las! Ten fiscal\',;;~~ 

For Fiscnl Yc~r I011de<! June 30, 

2005 20(1J 21KI2 2m11 

1.001)(1() 

000000 

O.IMXM)() 

O.OOOIKJ 
0.0000<) 

0.00000 

0.00000 
OJI0638 
O_OI){MJO 

0J)()31XI 

0.0000<) 

0.00000 

0.00000 

0.0063() 

0.04472 
()_()177{1 

0.00700 

1.00000 

000000 

0.00000 

0.00000 

000000 
000000 

000000 
0.00624 

0.00000 

0.00700 

0.00000 
0.00000 
0.00000 
0.00~00 

0.04904 

0,02\211 

0.00140 

O.OSS9~ · O_Q6.lS7 
0.[).j751) O_Ob$70 

0.00000 0.00000 

O.DlSOO 0.01900 

0.0126J 0.01324 
O_[).j\I!S 0.015-17 

003281 U.07979 

0 031>2) 0.029RI> 

O.IJQIM)II 0.00000 

o.ons7 o.oJssJ 
0.01862 0.01737 

0.0\1'171 0.!0291 

0.00000 0.00000 

0.02062 0.01232 

O.Ol34tl 0.\.\5051 
omssn o.oJoM6 
O,OJOOQ ,·0.01'100 

0.00000 0.00000 

O.OHI] 0.05877 

0.00000 0_00000 

0.00000 0 00000 
0.1)(10011 0.00000 

0.05009 005122 

O.OJ77J 0.0451>3 

0.1))6-16 0.00&60 

0.0757~ 0.0863 I 
O.Q.l9S5 0.05455 

O.Ot>Y'/2 0.04240 

0.020S~ 0 02202 

I7J 

1.00000 1.00000 1.00000 

0.00-11)') 

0.00000 

000000 
0.0-149~ 

000000 
0.-
0.00624 

0.00000 

0.00700 

000000 
000000 
0.023ZO 

0.01738 
O.ll5000 

0.11232!) 

0.00140 

o_t'0415 

OJJ0750 

0.05559 

0.01900 

0.0156~ 

0.031}-!{r 

0.1106-1 
O.()()()()(J 
0.00000 

0.07590 

0.00000 
0.085~7 

0.00000 0-0.00000 
0.01912 

0.01900 

0.05700 

0.03842 

0.05559 
0.05559 

0.115590 

0.05700 

0.07'121 

0.00860 

0.0\1952 

0.06730 
O.OY87Q 

O.o17l5 

0.00-110 

11.01000 

0.00000 

0,02000 

0.11000 

0.10000 

0.04000 

0.011000 

O.O.lUOO 

000000 
0.00000 
0.13000 

0.01175 
0.0.109'1 

11.02554 

0.00170 

0.07000 
0.02000 
0.07001) 

0.02100 

0.01000 

000000 
0.10000 

11.02000 
0.011000 
11.1100() 

0.00000 
0.1000(1 

o.oooon 
0.00000 
\)_\\1)()\)(J 

o_o;:ooo 
0,0200() 

O.IHOOO 

0.00000 
0.07000 
0.07001) 

11.070111) 

0.00000 
0.01000 

O.otOOO 
0.13000 

0 04000 

0 OJOlJO 
1)_02087 

I)_()(JJ29 

O.IJOYII 
O_()()(J()() 

000000 
0.22089 

0.16311 

O.ti-1114\ 
O.I)(Xt()() 

0.02.117 0-
0.00000 

0.12307 

0.02612 

0.115;179 

0.112X~4 

0.110200 

0.08070 
IJ.(JJ2(JI) 
0.14146 

0.01200 

0.00~!1 

0.00000 
0.13\-11 

O.IJIIOIKl 
O.OIJIIIlO 

ti.0794J 

0.00000 
0.163!1 

0.00000 
0.00000 

l\.0\5\11 
11.011>17 

0.01200 

O.ISOOO 

0.00000 
0,14146 

0.1-1146 
11.1-1146 

0.01~)()(1 

0.044-11 

0.0(1970 
0.12307 

O.OJ22J 
O.OIHI5 

0.06\111 

20011 
I 00000 

0.00354 

O.llll\)()(1 

"""""" 000000 
0.07107 

0.11944 

0.04S60 

0.00000 

001171)(1 

'""""" 000000 
0.\5802 

0.012S7 

0.0535.1 
0.031JK 

0.00250 

0.09759 

D.007DO 

0.07107 

0.00700 

0.00000 
0.00000 
0.[)4.199 

0.000110 

0.00000 
0.07107 

0.00<100 
0.!1944 

000000 

"""""" 00\~)b 

0.~0 

0.1Xl700 

0.18000 

000000 
0.07107 

0.07lli7 
7.107011 

0.00000 

0.08131 

0.01040 
0.!5802 

0.03~58 

002137 

0.0138~ 

1999 

100000 

0.0031>4 

0.00000 

000000 
000000 
0.07486 

0.07-186 

0 05327 

0 00000 

0 01100 

000000 
000000 
0.17771 

0.02651 
0.05654 

0.03526 

0.00370 

0.04855 
()_()/4DIJ 

0.074Rb 

0.01400 

0.00000 
0.00000 
0.02130 

0.00000 
0.1)()000 

0.07-186 

000000 
0.07486 

0.00000 
0.00000 

OOl'nO 

000000 

0.01-100 

0.18000 

0.00000 
0.07486 

0.74860 

U.074S6 

0.00000 
0.131102 

0.03210 

0.!777! 

0.04378 

0.0189R 

0.00000 

1.00000 

o_oou~ 

O.llOI)O(I 

0.00<100 
0.00000 
0.07536 

0.07536 

0.05R07 
0.000()0 

0.01500 

0.00000 
0.00000 
0.20257 

0.02812 

0.06355 

0 05302 
0 00350 

0.05559 

O.IWJQ 

0.07536 

0.00000 
0.00765 

000000 

O.OJ871 

0.00000 

0.0000(1 

0.07536 

0.00000 
. o_ 7~360 

0.03532 

0 00000 
\J.022bl 
11.00765 
0.00002 
0.\8000 
000000 
0.07536 

0.07536 

0.07536 

0.00000 
0 02970 

0.03511l 

0 05302 

004755 

0.02629 

0.00000 



Schedule 9 

COUNTY OF MONTEREY 

Taxable Sales by Category 
Last Ten Calendar Years 

(in thousands) 

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007' 

Apparel Stores 6,614 7,459 7,848 7,074 ·7,179 7,405 9,495 9,925 10,678 4,740 

General Merchandise 2,764 3,312 3,175 2,869 2,473 2,572 2,783 2,776 3,007 1,416 

Food Stores 38,486 39,931 40,450 41,462 40,375 41,470 42,453 42,188 42,438 21,484 

Eating and Drinking Places 52,168 57,652 60,412 62,138 63,530 62,573 66,348 70,335 70,528 34,429 

Building Materials 67,582 71,924 74,691 80,296 81,994 95,776 106,079 111,366 109,567 53,754 

Auto Dealers and Supplies 27,987 32,294 38,462 38,094 38,699 34,699 36,072 40,001 39,653 20,261 

Service Stations 46,470 52,648 64,244 62,296 57,157 63,593 75,532 88,514 99,384 51,411 

Other Retail Stores 58,195 64,576 79,365 76,332 74,452 74,801 79,269 81,821 84,110 37,253 

All Other Outlets 296,458 315,404 382,294 378,060 339,493 282,769 347,542 374,570 394,659 196,662 

Total 596,724 645,200 750,941 748,621 705,352 665,658 765,573 821,496 854,024 421,410 

$* Through the first and second calendar quarters of 2007 

Source: State of California Board of Equalization and The HdL Companies 

Note: Due to confidentiality issues, the names of the ten largest revenue payers are not available. 

The categories presented are intended to provide alternative information regarding the sources of the County's revenue. 
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Schedule 10 

COUNTY OF MONTEREY 

Transient Occupancy Tax 
Actual Receipts 

Calendar Year Taxable Sales Growth Rate 

1998 $10,556,702 2.92% 
1999 $11 ,385,000 7.85% 
2000 $12,680,000 . 11.37% 
2001 ~14,430,000 13.80% 
2002 $13,286,548 -7.92% 
2003 $13,476,749 1.43% 
2004 $13,452,336 -0.18% 
2005 $14,420,192 7.19% 
2006 $15,569,105 7.97% 
2007 $16,912,274 8.63% 

Source: Monterey County Treasurer~ Tax Collector Transient Occupancy Tax Statements 
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Schedule II 

COUNTY OF MONTEREY 

Ratios of Outstanding Debt by Type 

Last Ten Fiscal Years (in thousands. except per capita) 

Business-Type 
Governmental Activities Activities 

Certificates Special General Judgment Certificates Total Percentage Percentage 

Fiscal Year of Capital Redevelopment Revenue Long Term Assessment Obligation .Obligation of Primary of Assessed Pe< of Personal 

Ended June 30, Participation Leases Notes Bonds Loans Bonds Bonds Bonds P~rticipation Government YaluettJ Capita tll Income 

1998 14.810 1.180 47.909 5.187 1.035 94,188 164,309 0.72% 429 1.70% 

1999 14.345 1.437 38.335 31,177 4.127 699 90,119 180.239 0.75% 462 1.72% 

2000 13,860 159 26.140 42,967 1.554 362 85,042 170,084 0.66% 426 1.52'% 

2001 13.360 246 13.691 48.637 834 28 76,796 153.592 0.55% 382 1.27% 

2002 92.155 645 205 6.725 51.952 420 24 85.710 237.836 0.77% 576 !.90% 

2003 91,600 403 165 4,242 35,020 183 19 83,995 215.627 0.63% 516 1.70% 

2004 91,025 147 140 !,995 35,003 179 15 7.470 82,180 218.!54 0.60% 516 1.62% 

2005 89.285 205 115 1.477 34.986 175 10 6.750 80 .• 260 213.263 0.55% 503 \.52% 

2006 87.470 252 953 1.177 33,948 171 5 6.095 77.495 207,566 0.48% 489 1.43% 

2007 !44,400 223 621 1,131 32,910 166 5.425 75,950 260,826 0.54% 636 1.66%, 

Notes: 

(I) See schedule x "Assessed Value of Taxable Property" 

(2) See schedule x "Demographic and Economic Statistics" 
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Schedule 12 

Legal Debt Margin Calculation for Fiscal Year Ended June 30 2007 

Net assessed value $47,916.629 

Debt Limit 1.25% of net assessed value 598.958 

Debt applicable to limit: 

General obligation bonds 

Less: Amount set aside for 

repayment of debt 

Net debt applicable to limit 

Legal Debt Margin 

Debt limit 

Total net debt applicable to limit 

Legal debt margin 

Total net debt applicable to the limit as 

a percentage of debt limit 

s 598.958 

2007 

s 598.958 

s 598,958 

0.00'% 

2006 

s 538,368 

5 

$ 538,363 

0.00% 

COUNTY OF MONTEREY 

legal Debt Margin lnfonnacion 

Last Ten Fiscal Years (in thousands) 

Fiscal Year Ended June 30, 

2005 2004 2003 2002 

s 486.398 $453.188 s 425.098 s 387,838 

10 15 19 24 

s 486.388 s 453.173 $ 425,079 s 387,814 

0.00% 0.00% 0.00% 0.01% 

Note: Anicle Xlll A of the California State Constitution and Senate Billl656. Statutes of 1978; provided for changing assessed value from 25% 

of full cash value to full cash value. l-Ienee, the 5% limitation.on general obligation. bond indebtedness imposed by Section 29909 of the 

Government Code became 1.25% of ossessed value. 
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2001 2000 1999 1998 

$349.706 $321,312 s 299,331 s 284.192 

28 362 699 1.035 

$ 349.678 s 320.950 s 298,632 s 283.157 

0.01% 0.11% 0.23% 0.36% 
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COUNTY OF MONTEREY 

Direct and Overlapping Bonded IJebt 
June 30, 2007 (in thousands) 

2006-2007 Asse~sed Valuation: 

Rede~eloprncnt Incremental Valuation: 

Adjusted A5scsscd Valuation: 

Overlapping Tax and Assessment Debt: 

Hartnell Community College District 

Monterey Peninsula Community College District 

Cannel Unified School District 
North Montl'rey County Unified School District 

Pacific Grove Unified School District 

Soledad Unified School District 
King City Joint Union lligh Schllul Distri<.:t 

Salinas Union High Sehoul District & Sehoul Facilities 
Improvement District 

Alisal Union School District 

' 47.916,629 

3,901.638 

44,014,991 

Percentage 

Apelicahle 

99.815% 
100.000% 

100.000% 

100.000% 
100.00{)% 

100.000% 

98.389% 

100.000% 

100.00(1% 

100.000% 

100.000% 

King City Union School District 

Washington Unwn School Uistrict 

Other School Districts Various 

City of Pacific Gro\'e 

City of Marina 
Soledad Community Hospital Oistrict 

Community Facilities JJistricts 

City 1915 Actlkmds 

County and Special District 1915 Act Bonds 

Total 0\·erlapping Tax and Assessment Uebt 

Direct and Overlapping General fund Obligation Ucbt: 

Monterey County General Fund Obligations 
Monterey County Judgment Obligations 

Monterey Peninsula Unified School District Certificates ofParticipa, 

Salinas Union High School District Certificates of Participation 

Salinas City School District Certificates of l'articipation 

Other School District General Ft.lrld Obligations 

City nfCum1el General Fund Obligations 
City of Marina Pension Obligations 

City of Monterey General Fund Obligations 
City of Pacific Gro~·e Pensiun Obligatiuns 

City ufSalinas Ccrtilkntcs oi"Participation 
City ofScasidc Pension Oblig:~tions 

Cannel Valley fire Protection District Certificates of l'nrticipation 
Monterey Bay Unified Air Pollution Control Authority 

Total Direct and O.verlapping General Fund Obligation Debt 

Combined Total [Jeht 

Ratios to 2000-07 Assessed Valuation: 
Total O~crlapping Tax and Assessment Debt 

Ratios tu Adju~ted Assessed Valuation: 

Combined Uirect Debt {$225.775) 

Combint:d Totnl Debt 

State School Building Aid Kcmw;th!t: as of 6/)()/07: 

Note~: 

100.000% 
100.000% 

100.000% 

100.000% 

100.000% 

100.000% 

100.000%, 

100.000% 

100.000% 

100.000% 
1oo.ooo•x, 

Various 
100.000% 

100.000% 

100.000% 
100.000% 
100.000% 

100.000% 

100.000% 

5K.M2% 

0.87% 

D.51% 

1.81% 

Debt 
June 30. 2007 

$ 65.090 

32.659 

29,604 

19.060 

17.461 

5.173 
15,314 

76.259 
32.1()..1 

11.184 

14.660 

46.178 

790 

8.585 

1.985 

5.078 

35.~90 

444 

417.418 

$ 220,350 

5.425 

/1.165 

6.000 

10.330 

23.171 
<1.176 
4.315 

19.450 
!9.326 

43.505 
6.880 
1.540 

1.897 

37\l'.SJO 

$ 7%,948 (II 

$0 

(I) E.' eludes tax and revenue anticipation notes. enterprise revenue, mortgage n:vcnuc and Ia' a !locatio~ bonds 

and nun-bonded capital lease obligations. 
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COUNTY OF MONTEREY 

Demographics and Economic Statistics 
Last Ten Years 

Calendar Year Per Capita Total Personal 
Ended December 31 Population (I) Income (2) Income (3) 

1997 382,900 25,602 9,646,718 
1998 390,500 26,987 10,468,091 
1999 398,900 28,186 11,169,200 
2000 401,762 30,005 12,097,144 
2001 412,922 30,723 12,540,815 
2002 418,237 30,800 12,676,027 
2003 422,389 32,469 13,455,580 
2004 423,754 33,952 14,074,798 
2005 424,842 34,177 14,519,770 
2006 410,206 38,193 15,667,000 

Sources: 

I. US cCnsus BUreau 
2. US Department of Commerce, Bureau of E~onomic Analysis 
3. US Department of Commerce, Bureau of Economic Analysis, in Thousands 
4. US Census Bureau 
5. California Department of Education, Educational Demographics Unit . 
6. Employment Development Department, LaborMarket Info 

Notes: 
Population Data is as of January 1 of the following year 
Total Personal Income dollars in thousands 
School Enrollment Data includes Kindergarden through grade 12 
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Median 
Age (4) 

30.7 
31.0 
31.3 
31.7 
32.0 
31.0 
32.7 
34.5 
36.1 
31.9 

.School Unemployment 
Enrollment (5) Rate (6) 

66,385 11.0% 
68,265 10.8% 
69,534 9.7% 
71,186 7.4% 
72,529 7.8% 
73,416 9.0% 
73,812 9.0% 
73,863 8.4% 
71,971 7.3% 
69,851 5.7% 
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:\ISA and lndu,tr•• 

SALINAS ;\ISA 

Total 
No. ofl-lusinesses 
No. of Employees 
Payroll (in thousands) 

Agriculture 
No_ of Busines~es 
No. of Employees 
Payroll (in thousands) 

\.lining 
No. of Businesses 
No. of Employe<-s 
l'ayroll (in thousm1dsJ 

Utilities 
No. of Bus messes 
No. of Employees 
Payroll (in thousands) 

Constntction 
No. ofBw.inesses 
No. of Employees 
l'nyrol\ tin \hOu5.aods) 

Manufacturing 
No. ofBusine.<<>es 
l"o. of Employc~s 
Payroll (in thousar1ds) 

Wholesale Trade 
No. of Bu$inesses 
No, of Employees 
Payroll (rn thousands) 

Retail Trade 
No. of Businesses 
No. ofEmploye!'S 
Payroll (in thousands) 

Transportation and Warehousing 
No. of Busi11~~>t~ 
No. of EmployL>eS 
Payroll (in thousands) 

Information 
N<~. of Busirn:sses 
No. of Employees 
Payroll (in thousands) 

Finane~ am!. \nsuram:e 
No. of Business.-s 
No. of Employees 
J>nyroll (in thousands) 

ll.cal Estate and R~ntal and Leasing 
1\:o. Of 8USlnCSSI:S 
No. of Employees 
l>~yro\l(in lhousm1ds) 

Services 
No. of f-lusinessc> 
No. of Employees 
Payroll tin thoosands 

COUNTY OF MONTEREY 

Major lndu~trio.,; by Number or Du-~iness.,, F:mployee,, aJid Pa}·roll 
Last Six Yo·ars 

2006 zoos - ZOOJ 
TOtal Total Tub] Total 

II ,543 11,167 11,270 11.09(> 
150,949 150,590 149,475 147,057 

51.275,051 $1,253,718 $1,162.537 51.105,746 

577 584 002 630 
51,097 51.053 51.078 45.581 

$342.021 $336.288 $307.580 5266,179 

q 9 10 12 
201 192 213 209 

SJ,742 $3.429 $2.359 S3, 760 

26 25 24 25 
569 528 480 589 

58,836 $9,714 $9,756 $10,084 

1,012 965 005 977 
7,367 6,886 6.920 6.516 

S80.5l<"l S/3,121 S7J.-\<"l3 S68.D-n 

281 283 293 302 
6,274 6.735 7.(143 7,888 

$65.346 S7J,OJO $73,187 $74.410 

429 408 411 398 
4,938 5.016 4,110 5.207 

$69,628 571,940 S59.857 $59,362 

I,JJO 1,300 1,358 1.372 
16,688 16.828 16.%9 16,951 

$120.907 $120,898 s 114.448 $109,944 

248 23 I 240 250 
2,925 2.'~55 2.814 2,Ql1 

$28.64-4 $28,851 $26.107 $23.111 

'" Ill '" liS 
2,163 2.310 2,307 2.402 

$33,618 $33.578 $31.24'1 $29.449 

389 388 375 381 
3,816 3,757 3,711 4,159 

$63,144 $63,242 $50.791 $58.519 

445 432 428 414 
2,4<"l7 2.3?4 2,313 2.405 

$22,315 $21,537 $20,400 $18.598 

6.681 6.425 6,415 6,220 
52,414 51,%6 50,917 52.539 

$436.331 $418,089 $395.309 $384.284 

Snurces: Employment Development L)epartrnent, Labor Mar~ct Information 

Note>: 

zooz ZOO! 
Total Tnhd 

10.898 10.542 
146,325 14.5.413 

$1.063,998 51,030.270 

631 635 
43,597 41,761 

$246,826 $229,534 

9 8 
225 "' $3,677 SJ.523 

23 " 592 645 
$9.635 58.853 

971 938 

6,588 6.663 
$65,7-4<} SN.ll% 

304 321 
8,296 9.5~0 

577.342 $85.010 

388 379 
5.038 4,642 

$57,681 $54.779 

1,406 1,409 
17.058 17.1% 

$108.210 $105,626 

264 245 
2,860 2,750 

52],957 522,796 

\B 135 
2,440 2.802 

$28,549 $32.584 

376 384 
4,328 4,362 

$54,759 $52,710 

399 390 
2.342 2,227 

$17,916 $15,74! 

-
6,004 5,677 

52,%1 52.616 
$369,697 $354,224 

(I) Lhta arc confidential if there are fewer than 3 businesses in a cate~ory or one ~tnployer ma~es up 80 pcr~ent or more of the employment in a category. 
(2) Oata an' suppressed beeause confidential data could be C\t.-apolated if these tottlis were included. 
(3) Oata do 1101 include tntals for government employment, 
(4) Oue to the Rules instituted by the feder.~l Bureau of Labor Statistics after Septemher II prohibit si;Jte departments oflnhor or economic security from publici 

identifying; the mnne~ of individual cmpklyer~. County of M<J<II.etey h:c~ rerww.'<lthc Majm Empklyc<~ d:1ta fmm ils MMiMk',\1 ~e~tial'l. Gf\S1~ State11w_11t No. 
allow; employment hy md11stry data to he pllhlished instead of MaJor Employers data. 
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Schedule 16 

Function/Program 
General government 
Public protection 
Public ways and facilities 
Health and sanitation 
Public assistance 
Recreation and Education 
Hospital 

COUNTY OF MONTEREY 

Full-tilne Equivalent County Government Employees by Function/Program 
Fiscal Year 2006/07 Approved Budgeted Positions 

Fiscal Year Ended June 30, 
1998 1999 2000 2001 2002 2003 2004 
452.0 465.0 514.0 557.0 581.0 596.0 510.0 

1,115.0 I ,170.0 848.0 1,271.0 1,393.0 1,418.0 I ,361.0 
174.0 175.0 181.0 171.0 178.0 178.0 178.0 
487.0 470.0 493.0 548.0 599.0 616.0 614.0 
662.0 673.0 770.0 784.0 813.0 838.0 772.0 
117.0 118.0 119.0 . 123.0 130.0 J31.0 J30.0 
689.0 692.0 707.0 740.0 885.0 956.0 795.0 

Water Resource Agency I Special District 61.2 57.0 57.0 57.0 59.0 60.0 60.0 
Total Positions: 3,757.2 3,820.0 3,689.0 4,251.0 4,638.0 4,793.0 4,420.0 

Source: Monterey County Recommended Budget Book Position Information 
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2005 2006 2007 
462.0 489.0 492.0 

1,319.0 1,343.0 I ,397.0 
150.0 153.0 135.6 
688.0 757.0 820.0 
759.0 775.0 781.0 
136.0 140.0 145.0 
775.0 799.0 754.0 

60.0 60.0 60.0 
4,349.0 4,516.0 4,584.0 
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COUNTY OF MONTEREY 

Operating Indicators by Function/Program 
For the Last Ten Fiscal Years 

1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 21103-04 2004-05 2005-06 2006-07 

GENERAL GOVERNMENT 
I 0 I Assessment Appeals Board 

Applications Reviewed 520 262 262 234 132 265 331 524 212 123 

115 Revenue 
Client agencies una vail 20 20 20 18 18 18 18 6 6 

Accounts 25,000 92.000 92,000 92,000 90,000 125,000 125.000 125.000 125.000 125.000 

117 Treasurer-Tax Collector 
Number of payment transactions 285,352 257,700 242,300 218.500 285.000 304,000 329,000 350,000 362,000 354,000 

Treasury ~cposi~s proces~ed 7,597 7,941 8,290 9,303 9,529 8,500 9,000 8,500 9,100 9,000 

Electronic payment transactions processed 710 870 945 1,260 1,100 4.500 40,000 66,000 

I 18 Assessor 
Deeds processed unavail 18.341 19,018 18.561 19.722 21.712 25.181 26,309 24,903 20,460 

Transfers una vail 11,681 12,505 12,005 10,527 10,596 12.338 12,891 13,188 9,790 

Assessable building pennits unavail 1.827 1,944 1,685 2,723 1,998 2,319 2,243 1,841 

]51 Telecommunications ' 
Telephone instruments supponed unavail unavail unavail una vail 4.200 4.500 4.500 4,200 4,650 4.725 

Tel~phone calls completed una vail una vail una vail una vail 7.300,000 10,000.000 14,000,000 18.000.000 16.300,000 17,750.000 

Vo{cemai! messages unavail una vail una vail unavail 2.900.000 3,500,000 3,000,000 2,800,000 2,100,000 2,600,000 

Mobile radios supported unavail unavail una vail unavail 9,300 2,790 2,830 2,861 2.861 2,900 

Mobile data tenninals supported unav"ail . unavail unavail unavail 195 210 214 220 226 246 

Data network ana~;hed de"•ices unavail una\•ail unavai\ unavail 3.684 3,765 3.878 4.018 4.432 5,170 

Videoconfercncing sites supported unavail unavail una vail una vail 8 13 13 18 17 17 

193 Information Technology 
PCs and Laptops supponed una vail una vail una vail unavail 2,938 3,954 4,149 4,159 4,485 4,643 

E-Mail accoums unavail unavail una vail una vail 1,840 2.842 2,805 2.715 2.976 3,312 

lntemet accounts unavail unavail unavail una vail 1,840 2.522 2.363 2.103 2.136 2,767 

Servers in the Data Center una vail una vail una vail una vail 38 58 110 155 232 250 

Secuity attacks intercepted unavail unavai! unavail una vail una vail una vail 21,600 360.000 547,500 720,000 

SPAM messages deflected una vail unavail unav<!il una vail una vail una vail I ,200,000 2,R47,000 7,500,000 

Calls \Q the Call Center Ul)avail una vail una\·ail una,;ail 6,800 7,000 12.000 12.000 l5,000 37,000 

Training classes una\·ail · una Vail una vail unavail 1.200 1,350 1,400 1.400 1.650 1.200 

291 Recorder-County Clerk 
Documents recorded 92,283 95.929 86,638 110,804 127,597 157,438 138,690 137,348 114.673 

Copies requested 49,853 55.433 63.080 61,870 63,966 74.656 71,036 75,789 8H,956 

Marriage Ji.censes issued 3,408 3.381 3.471 3.776 3,278 3.150 3.123 3.067 2.990 

tlctitious business names tiled 2.456 2.515 2,580 2.428 2.561 2,810 2.059 3,040 3.097 
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PUBLIC PROTECTION 
\52 Emergency Communications 

911 and non-emergency calls unavail unavai\ unavail unavail una vail unavail 600,000 600,000 612,000 650,000 
CAD incidents una vail unavai! unavai/ una vail una vail una vail 556,059 560,422 560,026 560,000 

224 District Attorney's Office 
Felonies reviewed 3',023 3,236 2,746 3,226 3,524 3,361 3,876 3,852 4,512 4,580 
Misdemeanors reviewed 17,253 16,299 19,194 15,174 14,444 14,114 13,736 13,294 13,836 13,670 
Juvenile petitions 1,330 1,119 1,437 1,148 1,278 1,033 998 1,126 834 846 
New victims 1,762 1,308 1,500 1,926 1,725 2,082 1,647 1,586 1,860 1,941 
Civil cases opened una vail unavail unavail unavail 197 199 191 231 228 253 

225 Child Support Services 
Cases 25,138 28,581 22,226 23,728 22,752 22,116 21,280 21,370 20,266 19,860 

227 Public Defender 
Felonies 2,218 2,009 2,146 2,255 2,688 2,928 1,106 3,798 4,592 5,289 
Misdemeanors 5,293 4,749 4,820 4,607 6,192 6,229 6,535 6,859 8,170 7,322 
Juveniles 2,088 1,855 1,991 2,013 3,612 1,932 1,864 2,143 1,091 999 
Mental Health 178 148 198 180 156 117 61 86 110 !56 
Special Procedings 6,041 6,155 5,933 5,042 3,038 4,240 4,951 3,321 3,356 4,128 

228 Court Assigned Counsel 

Felonies unavail unavail unavail una vail 618 707 918 952 986 991 
Misdemeanors una vail una vail unavail una vail 673 646 537 573 609 640 
Juveniles · unavail unavail una vail una vail unavail una vail 194 211 190 198 
Mental Health unavail una vail una vail unavail unavaiJ· una vail 3 2 2 2 
State Prison unavail unav.ail una vail unaVail una vail una vail 204 189 106 106 

230 Sheriff-Administration and Enforcement Bureau 

Warrants received 15,279 12,984 14,730 12,136 12,500 17,000 13,355 14,538 15,348 15,900 
Felony offenses reported 2,572 1,056 1,471 1,998 2,100 2,500 2,625 2,756 2,895 2,900 
Misdemeanor offenses reported 2,312 IA40 1,580 1,502 1,600 2,200 2,310 2,425 2,552 2,575 
Number of civil services 9,011 8,688 9,687 9,897 8, 1~3 7,761 7,534 7,400 7,261 7,650 

235 Sheriff-Joint Gang Task Force 
Felony arrests- adults n/a n/a n/a n/a nla n/a n/a 158 235 282 
Felony arrests- juveniles n/a n/a nla n/a n/a ' nla n/a 18 34 57 
Misdemeanor arrests- adults n/a nla n/a nla n/a n/a n/a 206 231 231 
Misdemeanor arrests- Juveniles n/a n/a ~/a nla n/a n/a n/a 55 73 83 
Task Force and/or Gang Awareness n/a n/a n/a nla n/a n/a n/a 12 20 55 
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251 Sheriff-Custody Operations Bureau 
Prisoners booked 18.335 20,859 18,337 18,927 18,022 18,397 17,705 17,919 17,144 17,300 
Average daily prisoner population 1,063 985 959 972 963 930 1,000 1,100 1,151 1,166 
Court transportation 24,818 18,388 27,068 19,473 21,000 23,000 23,047 24,848 25,866 2,600 

255 Probation 
Juvenile referrals unavail unavail unavai/ unavail una vail una vail 3,113 2,892 3,034 3,034 
Juvenile intake diver5ion unav8.il una vail unava\1 una vail unavail una vail unavail 1,312 l ,517 1,593 
Juvenile standard reports una vail unavail unavail una vail unavail una vail unavail 700 824 850 
Juvenile supervision una vail una vail una vail una vail una vail una vail una vail 1,213 1,364 1,374 
Aduli s~nd;;t.rd reports unavail una vail una vail unavail una vail una vail una vail 1,952 2,760 2,787 
Adult supervision unavail una vail unavail una vail una vail una vail una vail 5,876 6,631 6,705 

256 Juvenile Insti~tions and ~ltemative Programs 
Ju~·enile Hall admissions \,785 1,493 1,724 1,680 \,800 1,600 1,505 1,505 \,180 1,180 
Youth Center admissions una vail unavail unavail una vail uniwail 102 \06 130 \04 105 

292 Sheriff-Coroner 
Total investigati.ons 992 1,091 1,129 1,082 1,155 \,185 1,178 1,064 1,064 1,185 
Coroner's cases 312 303 309 284 328 345 388 348 287 356 
Indegent cremations \3 26 21 19 '20 25 8 14 II 17 

Nacimient9 Hydroelectric Project 

kiloV.·att hours generated 10,503,921 15,649,069 15,423,775 15,307,481 16,550,656 11,569,402 13,027,168 13,118,178 17,427,225 
293 pia~lling 

Discretionary pern1its initiated 325 435 334 536 568 635 480 4\1 748 763 
299 Buildin£ Services 

Building permits 2,399 3,735 3,175 2,449 2,982 3,289 3,816 3,428 3,267 3,332 
Grading permits 168 295 226 311 203 182 436 478 414 435 
PlaTI 'checks 3,097 3,105 3,509 3,278 3,404 3,354 2,252 2,388 2,725 2,780 
Building inspections 26,316 27,662 21,295 28,615 22,000 23,000 25,154 25,154 26,939 27,478 

930 Water Resources 

Supplemental well production acre feei. unavai1 4,220 6,316 6,925 6,249 6,789 8,109 6,817 5,798 unavail 
Recycled \Vater production- acre feet unavail 7,562 l 0,433 11,100 13,237 12,839 13,873 10,937 10,865 una vail 

Total water deliVeries- acre feet una vail 11,782 16,749 18,025 19,486 19,628 21,982 17,754 16,663 una vail 

PUBLIC WAYS ANO F ACIL\TlES 
300 PubliC Works 

Rmld miles maintained u·navai! unavail 1,258 1,254 1,243 1,243 1,240 1,240 1,240 1,240 
Bridg~s maintained unavail unavail 173 173 173 173 173 173 173 173 
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HEALTH AND SANITATION 
296 Animal Services 

Animals picked up 4,307 3,654 4,255 2,775 2,548 2,074 1,655 1,635 1,730 1,700 
Licenses sold 5,841 5,9.01 5,301 4,174 3,809 5,991 7,576 7,287 7,724 7,340 
Citations issued 1,234 845 684 808 595 1,855 2,677 3,383 4,000 4,200 
Bite cases 397 630 665 473 501 501 414 188 !90 200 
Servke calls 10,000 8,976 8,306 7,293 6,951 6,400 4,433 3,684 6,050 6,352 
Animals admitted to shelter una vail unavail 6,391 6,521 5,702 5,452 4,143 4,364 4,083 4,100 

' , 
Adoptions/animal rescue groups una vail unavail 1,172 1,309 1,453 1,566 !,401 1,448 1.593 1,500 
Animals retUrned to owners unavail una vail 526 563 461 427 410 441 468 500 

41! Health 
Public health nursing home visits una vail 6,754 9,540 6.828 9,402 10,233 10,516 8,738 9,110 9,200 
Communicable diseases reponed unavail unavail unavail unavail unavail 2.644 2,639 2,266 2,857 2,480 
Births registered 6,295 6,293 6,445 6,644 6,644 6,609 6,866 6,998 7,121 7,200 
deaths registered 2,101 2,309 2,273 2,392 2,392 2,294 2,311 2,262 2,363 2,400 
Burial and crossfile penn its unavail una vail unavail unavail una vail unavail 2,342 3,159 2,358 2,400 
Public health laboratory tests unavilil una vail una vail unavafl 22,811 31,000 25)63 25,774 30,954 11,114 
Environmental laboratory tests unavail unavaiJ una vail una vail 23,681 26500 28556 33,632 29,579 28.405 

413 Clinic Services 

Primary care clinic visits 41.223 39,150 39,921 40,180 47,439 55,245 60,993 99,971 !18,165 13o,ss5 
415 Mental Health 

Inpatient services (days) 8,666 13,838 14,442 18,778 23,762 14,107 11,675 17,572 1,345 1,350 
Locked facilities (days) 6,508 5,853 6,166 7,452 7,596 7524 11,122 8,048 13,888 13,888 
Case management (minutes) I ,436,423 1,817,833 1,321,609 2,698,080 1,938,360 1,811.857 2,045,159 1,879,594 2,593,596 2,593,596 
Outpatient services (minutes) 3,585,425 3,910,505 3,678,496 5,043,180 4,403,369 4,480,719 4,000,795 4,526,026 16,644,400 16.644,~00 

419 Public Guardian 

Conservatorship cases f!la nl~ n/a n/a n/a n/a n/a n/a n/a 239 
Public Ad~inistrator probates n/a n/a l)ia n/a nla r-Ja &a n/a n/a 37 
Public Administrator small estates n/a n/a n/a n/a n/a n/a n/a n/a n/a 19 
Representative Payee cases n/a n/a n/a n/a n/a n/a n/a n/a n/a 370 

417 Alcohol and Drug Programs , . 

Methadone maintenance dosing 41,128 . 33,443 32,97.7 36,840 43,302 52,742 54,016 54,958 so,so9 50355 
Narcoti~ treatment program counseling 18,201 1,245 II ,832 14,280 14,765 19,23~ 19,0,86 19,086 23,021 24,597 
Outpatient drug free 955 8,326 8,576 7,140 13,679 9,587 11,272 17,695 14,104 18,038 
Residential bed days una vail unaVail 29,537 46,897 50,012 56,344 55,530 55,530 79,426 65,547 
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440 Children's Medical Services 
CCS Referrals reviewed for medical elibility unavail 479 2,150 1,750 1,761 2,181 1,504 2,013 2,476 2,400 
CCS referrals opened for medical scrYices una vail 238 495 550 970 1,196 1,051 1,006 770 770 
CCS annual eligibility reviews una vail una vail unavail una vail unavai/ una vail 2,130 2,210 1,502 1,635 
CHDP review preventive health screens una vail 48,280 46,003 26,123 21,082 !6,135 15,880 15,557 17,527 15,931 
CHDP patient tracking for follow up treatment una vail 3.187 2,042 2,132 3,708 3,390 3,327 2,642 2,718 2,600 
CHDP provider groups enrolled una vail ,52 52 50 36 38 37 36 35 36 
CHOP Santa Cmz provider~ serving North County unavail unavail unavail unavail 13 13 13 13 13 13 
CLPPP Lead affected children receiving services unavail una vail unavail unavail 64 78 86 88 89 86 

PUBLIC ASSISTANCE 
501 Social Services 

Food Stamps intake 704 671 737 689 769 829 921. 938 926 1,056 
Food Stamps ongoing 3,267 3,985 4,766 4,233 4,485 4,660 4,841 5,687 6,017 6,237 

Medi-CAL intake 3,268 2,679 2,796 2,620 2,294 1,780 2,036 2,330 2,521 2,726 

Medi-CAL ongoing 15,693 17,472 18,698 19,321 21,775 2!,028 21,230 22,077 23,183 23,438 

CWS emergency response assessment 344 271 242 216 1,935 303 285 309 247 196 

CWS emergency response In-person 250 287 289 222 352 210 249 251 312 261 

CWS Family maintenance 140 122 141 128 312 106 89 162 !54 158 

CWS Family reunification !55 !49 94 79 208 102 162 183 !83 !52 

CWS pe~Uncnt placement 267 355 437 389 104 331 215 306 303 321 

Adult SS In-Home Supportive Services (lHSS) J,809 !,902 2,034 2,494 93 2,906 2,659 2,694 2,809 2,904 

Adult SS Adult protective services una vail una vail una vail 128 308 97 133 110 123 106 

531 CalWORKs/TANF Benefits caseloads 

Intake 523 504 503 530 558 595 611 599 628 756 

Ongoing 6,968 6.137 5,357 4,832 4,543 4,675 4,811 4,359 4,518 4,644 

Employment scr\'ices I,i84 1,875 1,414 1,589 1,935 1,950 1,633 1,373 1,137 1,055 

Childcare services 271 408 529 445 l52 334 286 273 247 , 299 

535 Out-Of-Home-Care, Average Monthly Caseload 

Foster care intake 33 26 18 16 21 21 24 26 30 32 
Foster care ongoing, 527 562 485 422 371 402 492 462 535 512 

Court dependent children 15 24 22 19 15 12 5 4 4 4 
Aid to adoptions 202 249 297 364 437 495 449 578 609 650 
Severely emotiOnally disturbed 14 II 7 s· 12 12 12 8 8 7 

548 In-Home Support Services- Client Services paid cases 

Personal care services program 1,193 1,293 1,584 1,930 2,105 2,296 2,037 2,112 2,418 2,529 
Residual/Waiver Plus 616 609 450 564 596 610 621 581 391 375 

551 Aid to Indegents 
' 

Regular general assistance 341 287 289 221 266 148 178 148 110 105 
Interim general assistance 66 73 62 57 63 185 !52 185 129 J 19 
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559 Military and Veterans Affairs caseload items 
Claims tiled 5,866 5,790 5,755 5,757 4,489 2,641 2,191 1,878 1,745 
Veterans transported to VA Medical 5,866 2,792 2,653 2,134 1,963 1,545 2,790 884 1,350 
Claims for VA Health Care 1,084 1,179 1,471 1,489 397 516 722 460 343 
Survivors assistance requests 263 265 282 305 283 202 201 126 195 

EDUCATION 
611 Library 

Customers visiting library 625,000 620,984 640,393 668,324 665,620 637,787 688,246 642,226 694,259 700,299 
Items borrowed by library customers 821,183 734,078 702,940 727,227 726,934 690,226 621,720 653,536 739,199 744,206 
lnfonnation requests fi!led for library customers 218,772 163,256 165,066 185,051 177,240 134,848 118,495 116,663 101,218 100,921 
Children and adults attending library programs 22,036 41,475 53,653 50,117 53,380 38,229 38,301 38,299 28,330 24,036 
S~udents receiving homeworks assistance 3,385 4,784 9,089 15,535 13,006 12,940 10,358 8,625 9,550 5,000 
School classes visiting the library 614 927 834 908 822 914 917 479 373 321 
Customers using library computers 38,574 50,172 113,765 124,657 135,458 140,806 162,531 187,651 225,414 

621 Cooperative Extension 
Seminars and Presentations organized una vail unavail unavail unavail una vail 174 192 161 200 195 
Newsletters/publications una vail una vail unavail unavail una vail 88,542 88,424 83,334 86,599 95,917 
Consultations unavail una vail una vail una vail una vail 7,624 8,018 7,963 .6, 131 6,459 
4-H youth development activities unavail una vail unavail una vail unavail 4,727 4.744 4,687 5,857 6,032 
Telephone calls unavail unavail una vail una vail una vail 56,100 56,100 55,500 52,800 54,000 
Counter calls una vail unavail una vail unavail unavail 26,225 25,750 20,000 16,000 18,500 

RECREATION AND CULTURAL SERVICES 
750 Parks 

Visitors 1.514,227 1,586,855 1,360,537 1,392,823 1,419,565 1,384,571 1,415,262 1,400,000 1,400,000 1,400,000 

Actuals and Estimates taken from 
Departmental Workload Information published in the County of Monterey Recommended Budget Books, and 
Departmental Records 
Sheriff Joint Gang Task Force started in 2004-05 

187 



Schedule 18 

COUNTY OF MONTEREY 

Capital Asset Statistics 
Last Three Fiscal Years 

General Government 
Buildings 
Modular Buildings 
Vehicles 
Heavy Equipment 

Public Protection 
Build\ngs 
Modular Buildings 
Vehicles 
Heavy Equipment 
Parking Structure 

Public Ways & Facilities 
Road Department 

Bridges 
Culverts (ft) 
Drain System Inlets 
Drain System Pipe (ft) 
Fuel Stations 
Heavy Road Equipment 
Lift Stations 
Maintained Road Miles (paved) 
Maintenance: District Facility Buildings 
Public Parks & Open space Acreage 
Road Lane Miles 
Sanitary Heavy Equipment 
Sanitary Sewer Lines (miles) 
Street Lights 
Traffic Signals 
Vehicles 

Water Resources 
Dams 
Heavy Equipment 
Hydro-electric plants 
Levees 
Pump Stations 
Reclamation Ditches 
Vehicles 
Potrero Tide Gate 
Homes 
Pipe miles 
Wells 
Booster Pumps 

2004-05 

19 

20 

468 

123 
218,749 

226 
68,752 

3 
44 

2 
1,239 

5 
4 

2,611 
2 

54 
106 
40 

2 
6 

2 

24 

188 

2005-06 

21 

125 
17 

19 

493 
36 

171 
218,749 

226 
68,752 

3 
45 
16 

1,100 
5 
4 

2,611 

2 
44 

1,026 
20 

Ill 

2 
6 

5 

29 

2 
50 
21 

3 

2006-07 

21 
2 

134 
13 

23 
6 

484 
58 

171 
218749 

226 
68752 

3 
44 
21 

1099 
5 
4 

2611 

2 
60 

20 
89 

2 
29 

I 
5 

32 

2 
50 
21 

3 
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Health 
Buildings 
Vehicles 
Heavy Equipment 

Public Assistance 
Buildings 
Vehicles 

Recreation and Cultural Services 
Basketball Courts 

Boats 
Buildings 
Heavy Equipment 
Lake Acres 
Land Acres 
Parks 
Tennis Courts 
Vehicles 

Education 
Bookmobiles 
Buildings 

Vehicles 
Heavy Equipment 

Source: 
04/05 CAFR 

A 

COUNTY OF MONTEREY 

Capital Asset Statistics 
Last Three Fiscal Years (continued) 

32 
94 
18 

2 
75 

14 
159 
34 

10,000 
12,155 

7 

88 

3 
5 

7 15 
131 171 

2 3 
107 114 

14 14 
175 175 
286 317 

10,000 10000 
7,025 7025 

7 7 
I 

94 85 

3 3 
4 5 

15 17 
6 6 

Owned Buildings and Parcels from General Services' Real Property Specialist reports 
Vehicles & Heavy Equipment from General Services' FleetFocus FA Equipment Inventory List 
Departmental Records 

Note: 
Differences in assets between fiscal years due to updated information sources. 
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APPENDIXB -~· .. 
• COUNTY. ECONOMIC AND DEMOGRAPHIC INFORMATION:·. 3 i 

Population 

:···· 
Between 2003 and 2008 the County:s.population increased by approximately 1.73% compared to 

the State's growth of 5.41 %. The following table details the yearly population growth in the County and 
the State .. 

. •' • I 

Table 1 
County of Monterey Population Trends 
· Calendar Years 2003 through 2008 

''- · (As of January 1) 
. c •• 

', .. _' 

• u 

County of Monterey State of California 

2003 
2004 
2005 
2006 
2007 
2008 

Population % Change 

421,146 
423,054 
422,925 
423,478 
423,762 
428,549 ,. 

i.:i4 
,0.45 

(0.03) 
0.13 
,1.11 
1.13 .. 

Source: California Department of Fin~ce, DemoW'aphic ReseafCh: Unit. 

.\ 

Economy 
'• 

Population 

35,990,107 
36,522,026 
36,981,931 
37,444,385 
37,559,440 
38,049,462 

%Change· 

1.69 
L48 
1.26 
1.25 
1.28 
1.30 

Following is a table which summarizes key economic indicators with respect to the County for 
the years 2003 through 2007: · ... 

Table2 .. 
County of Monterey Key Economic Indicators 

;, . ' Calendar Years 2003 through 2007 .·;. _._, .... 

2003 2004 2005 2006 2007 

Population 421,146 423,054 422,925 423,478 428,549 
Employment 192,000 192,000 194,200 192,100 194,100 
Unemployment 19,000 17,500 15,400 14,300 15,100 
Unemployment rate 9.0% 8.4% 7.3% 6.9% 7.2% 

Sources: Data derived from California Department of Finance, Demographic Research Unit (Population); Employment 
Development Department, Labor Market Information Division (Employment, Unemployment). 
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Employment 

The following table indicates labor patterns for the County, the State and the n·ation. 

Table 3 
Labor Force, Employment And Unemployment 

'. Yearly Average for .Years 2003 through 2007' 
'•I 

Civilian Unemployment 
Year, Area Labor Force Employment Rate 

2003 -~ ~ ~ 

Monterey County 2ll,OOO 192,000 9.0% 
California 17,403,900 16,212,600 6.8 
United States 146,510,000 137,736,000 6.0 

2004 ' 
Monterey County 209,500 192,000 8.4% 
California 17,499,600 16,407,900 6.2 
United States 147,401,000 139,252,000 5.5 

2005 
Monterey County 209,600 194,200 7.3% 
California 17,695,600 16,746,900 5.4 
United States 149,320,000 141,730,000 5.1 

2006 
Monterey County 206,400 192,100 6.9% 
California 17,907,200 17,029,900 4.9 
United States !51 ,428,000 144,427,000 4.6 

. 2007; ', 
Monterey County 209,200 194,100 ··7.2%'. 
California 18,188,100 17,208,900 5.4 
United States 153,124,000 146,047,000 4.6 

Sources: California State Employment Development Department, Labor Market Information Division; U.S. Department of 
Labor, Bureau of Labor Statistics. · · · 

.. , , . r~ •;' 
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The following table summarizes the historical numbers of workers i!lthe,.County by. industry_[ or 
the years 2003 through 2007. 

',( I 
. . · .. '• ··,.- .. . ' . \ ~1-".--, fJ• I; . ; , ' ' 

1 "-; .-' 1 ,.,j I ' '· · Table 4 .. . , , I~ ~ .': j _, ·.--
,I· '1, coilriif;ilr Monterey· · ··I,' ' I·; --•· . -

Estimated Number of Wage and Salary Workers by Industry 

2003 2004 2005 2006 2007 
':"• 

Agricultural 41,400 41,900 41,500 40,400 41,100 
Natural Resources and Mining 200 . 200 200 200 200 
Construction 6,700 6,700 6,700 7,200 7,000 
Manufacturing .. 7,500 7,200 6,700 6,100 6,000 
Wholesale Trade 4,900 4,700 4,800 5,000 4,900 
Retail Trade 17,100 17,200 16,800 16,800 ,c 17,000 
Transportation, Warehousing and 3,200 ' 3,300 3,400 3,400 3,600 
Utilities . _, 
Information 2,400 '. 2,300 2,400 2,200 2,100 
Financial Activities 6,500 5,900 6,100 6,200 6,000 
Professional and Business Services 11,800 11,800 12,400 12,400 .. 12,000 
Educational and Health Services 12,300 12,300 12,100 12,500 12,600 
Leisure and Hospitality 19,700 20,300 20,700 20,700 21,100 
Other Services 4,500. 4,700 4,700 4,500 4,500 
Government 31,100 30,300 30.200 30,600 31,500 
Total All Industries 162,2QQ 168,8QQ 168 700 168,2QQ. 162 600 

Source: California Employrr,tent Development Departmen~? Labor Market Infonnation Divisi~n': 

'. 

! ' 
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Median Household Income 

Effective Buying Income (EBI) is defined as money income less personal income tax and non-tax 
payments. The following table summarizes the total effective buying income and the median household 
effective buying income for the County, the State and the nation for the years 2002 through 2006. 

Year, Area 

2002 
Monterey County 
California 
United States 

2003 
Monterey County 
California 
United States 

2004 
Monterey County 
California 
United States 

2005 
Monterey County 
California 
United States 

2006 
Monterey County 
California 
United States 

Table 5 
Personal Income 

For the Years 2002 through 2006 

Total Effective Buying 
Income (OOO's 

Omitted) 

$ 6,679,148 
647,879,427 

5,340,682,818 

$ 6,899,170 
674,721,020 

5,466,880,008 

$ 7,521,250 
705,108,410 

5,692,909,567 

$ 7,326,823 
720,798,!22 

5,894,664,154 

$ 7,605,625 
764,120,982 

6,107,093,057 

Median Household 
Effective 

Buying Income 

$43,424 
42,484 
38,035 

$43,978 
42,924 
38,201 

$45,358 
43,915 
39,324 

$46,344 
44,681 
40,529 

$47,682 
46,275 
41,255 

Sources: Sales and Marketing Management, Survey of Buying Power (2002-2004); Demographics USA (2005-2006). 
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Largest Employers 

·· •,·The following table represents ten major employers within the County for Fiscal Year ended June 
30,2006: 

Company 
Dole Fresh Vegetables 
County of Monterey · 
Department ofDefen'se; Language Institute 
Tanimura and Antle 
Community Hospital of Monterey Peninsula 
Salinas Valley Memorial Health Care System 
Pebble Beach Company 
D' Arrigo Brothers 

1 HSBC Card Services 
' Soledad State Prison 

Table 6 
County of Monterey 

Major Employers ' 

Tvve of Entity 
Agriculture · 
Government 
Governnient 
Agriculture 
Hospital 
Hospital 
Service·· 
Agriculture 
Service 
Government 

Total County Labor Force 

Number of 
Employees 

4,619 
4,112 
3,716 
2,500 
2,134 
2,112 
1,839 
1,700 
1,592 
1,488 

183,200 

Percentage 
of Labor 

Force 
2.5% 
2.2 
·2.0 
1.4 
1.2 
1.2 
1.0 
0.9 
0.9' 
0.8 

Sources: Si3te Employment Development Department, Association of Monterey Bay Area Governments and Individual 
Employers/Age.~cies. 

There has been considerable local agency planning occurring for the development of the available 
land of Fort Ord, a military base which closed in 1993. The Fort Ord Reuse Authority with 
redevelopment agency powers has been formed by State law, and California State University. and the 
University of California have been deeded by the Department of Defense approximately 2,500 acres of 
the base, including land and· existing buildings and infrastructure, for future campus sites. California 
State University opened a campus on their site in 1995. California State University and University of 
California have been granted redevelopment agency powers in respect to their Fort Ord sites by State law. 

Two other military installations in the County, the. Defense Language Institute and the Naval 
Postgraduate School, are in operation. · ,. 
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Commercial Activity 

As of 2006,:taxablettrailsactionstin the ·Co.unty ·exceeded .$5.65·billion:~nriually. A·' history of 
taxable transactions is shown below: ,.,.,_. ·,~· 

'I 

. ! .. : ... ' 

''J. · .. : <• 
Apparel Stores Group '· .. 
General Merchandise Group 
Specialty Stores Gnmp 
Food Stores Group •' ;: 
Eating and Drinking Group 
Household Group 
Building Material Group , 
Automotive Group 
All Other Retail Stores Group 

·Retail Stores Totals 

Business and Personal Services 
All Other Outlets 

' ··, .. ·r:· 
Total All Outlets 

sOUrce: Stat~ Bciard ·a·f EqualiiatiOll ,, 
Cortstructio~ 'Activity · 

'.:. 

$ 

Table.7 
County.ofMonterey 

Taxable TraDS!lctions12002 - 2006 
(Dollars in Thousands) 

2002 2003 2004 

164,560 $ 165,390 $ 172,931 
593,851 .,,,588,389 608,660 
407,431 :\10,503 435,057 
253,727 . 263,201 265,097 
472,756 484,559 ' .504,336 
152,763 162,548·: I. 164,178. 
308,043 329,465 351,391 
920,986 . 952,602 1,041,968 
183,332 205,738 222,881 

3,457,449 3,562,395. 3,766,499 

332,202 ' 336,077 351,104 
1,062,295 1,020,184 1,118,352 ,, :. •'. '): 

$4,851,946 $4,918,656 $5,235,955 

: J . . 
'I VJ ... · 

~ ' J 

., 

:• ,,r' .. 

2005 
.~;,, 

$. 181,167 

609,9:18 ' 

' . . A47,42jl 
271,595 
525,737 
170,614. 
354,999. 

1,113,635 
232,493 

3,907,608 

359,809 
1,187,083 
'. 

$5,'454,500 

#'1 ' . 

',, 
·'I 1,, • .. 1,••' 

Building permit activity for the years 2003·through·2007 is summarized below. ' 
... 

Valuation 
Residential 
Nonresidential 

Total 

New Housing Units 
Single Family 
Multiple Family 

Total 

<'I ', · t •• ' 

· ,,; ··' Table:S .g.· 
County of Monterey 

Building Permit Valuation 
(Dollars in Thousands) 

2003 2004 2005 

$453,752 $481,029 $514,182 
170 704 132,241 116 455 

$624,456 $613,270 $630,637 

1,063 1,085 1,181 
322 .....l2l ~ 

1,385 1,276 1,335 

Source: Construction Industry Research Board. 

.> .• 

J r;·. 

2006 

$392,412 
205,768 

$598,180 

742 
ill 
873 

2006 

'.$. 189,133 
... '• 626,771 

.. 460,610 
275,666 
539,382 
160,232 
349;766 

1,156,7~9 

243,320 
4,001,619 

374,316 
.. 1,282,231 

•. ,. 1', 

$5,658,166 

'. 

'>· 

2007 

$369,570 
216 177 

$585,747 

559 
557 

1,116 



Agriculture 

'· The following table provides· a summary of agricultural. production within the County for the 
years 2003 through 2007: 

Fruit and Nut Crops $ 446,356,000 
Vegetable Crops 2,544,908,000 
Field Crops ,13,104,600 

·seed Crops 6,930,000 
Nursery Crops 262,400,000 
Apiary 63,450 
Livestock·& Poultry 34 904 720 
Totals $3,308,666,770 

Table 9 
County of Monterey 

. Agrictiltuni!·Production 

$ 529,041 ,000 $ 685,552,000 
2,098,931 ,000 2,323,429,000 

15,515,000 15,478,000 
7,022,000 6,049,000 

. 261,203,000 276,233,000 
47,800 34,000 

40111000 40 189 000 
$2,951,870,800 $3,346,964,000 

.-Source: County ofMonter~y Agricultural Commission. 

Transportation 

$ 699,260,000 $ 900,595,000 
2,386,80 I ,000 2,516,405,000 

15,713,000 14,442,000 
·9,628,000 7,335,000 

339,225,000 342,125,000 
36,800 30,300 

38 267 000 42 355 000 
$3,490,076,000 $3,823,287,300 

Two major north-south highways co~nect the County with surrounding counties. State Highway I 
follows the coast. U.S. 101 follows the Salinas Valley. Highway 68 links Salinas to the Monterey 
Pe'ninsula. Highways 156 and 198link U.S. 101 with the parallel inland route in adjacent counties .. ·-· . . . . 

Local transit needs are served by the Mont~rey-Salinas Transit .system. Greyho.:md provides 
regularly scheduled intrastate and interstate transportation. Amtrak passenger service is available from 
Salinas, which is located on the Southern Pacific mainline route between San Francisco and Los Angeles. 

County residents and visitors utilize commercial airlines flying out of Monterey Peninsula 
Airport. Airport facilities are also located at Salinas Municipal Airport. 

Southern Pacific Transportation Coinpany'provides freight service for the interior of the County. 
Freight transportation is also provided by several intrastate and transcontinental trucking firms. 

. . 

'· 
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Education 

•' Public •school• education is available through 15 celementary. school: districts; two high school 
districts, and seven unified school districts. Total public school second period enrollment in the 2007.c08 
school year is approximately 69,826. 

,._"\. 

K-8 · 
9.Cii; .. 
SpeCial Classes 
Total 

' . ' 

\ ''·. 

52,646 
20,521 

. 696 
73,863 

' , 1 Table ·10 
;• County.of.Monterey. 

Public School Enrollment 
For Fiscal Years 2003-04 through 2007-08 

2004-05 
1{' \ . '·2005-06 <}· :·,,·· . 2006-07 

•\'' ' '1: 

50,701 49,019 .. 48,464 
20,542 20,555 ... . 20,779 
____m ~ ~ 
71 971 70 374 69,851 

I J,; 1,.-, 

Source: California Department of Educatimi.,.Educational Demographic Unit. 

48,654'; : 
20,372. '" 

"soon •·· 

' -

The County is served by a state university campus, tWo public communitY colleges, Hartnell 
College and Monterey Peninsula College, as well as a private institution, The Monterey Institute of 
International Studies. Hartnell is located in Salinas and serves approximately 15,071 students. Monterey 
Peninsula College is located in the City of Monterey and has an enrollment of approximately 22,000. 
Both colleges: offer courses off campus. The Monterey .Institute of Ini_eriuitiohal Studies is located in the 
City"' of Monterey imd has im· enrollment of app~oximatel_>/ 700. : rtk ~mph~sis in undergradwit~ 'and . ' . .· ' . . . _,, \ ,. ' ... 
graduate study is· foreign policy, diplomacy; internation1li 'relations,· and limguages: California State 
Univer.sity, Monterey Bay is located on the site of the former Fort Ord and has an enrollment of 

' '. '. '· • ' ' - ,, . - ' • . j •1 ( } . . j. ' . ' : 

approXl!fiately 4,000. "~ ·' .·.I _0 ,;;, .. , , '· . 

. .; . ~. '' .. 

'·. ~--· .. 
. "!. 

I •; ,. il-' 

..... ,, ' . : ).',: ; ' ·I 
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APPENDIXC 

" SUMMARY OF PRINCIPAL LEGAL DOCUMENTS 

The following is a summary of certain provisions of the Installment Purchase Agreement and the 
Indenture which are not described elsewhere in this Official Statement. These summaries do not purport 
to be· comprehensive and reference should be made to the Installment Purchase Agreement and the 
lndenture for a ful/"and complete statement of their provisions. All capitalized terms not defined in this 
Official Statement or defined below have the -meaning set forth in the Installment Purchase Agreement 
and the Indenture. 

DEFINITIONS 

"Acquisition Costs" means, with respect to the Project, all costs of acquiring, constructing and 
installing the Project, including but not limited to: 

(a) all costs which the Authority or the Agency shall be required to pay to a manufacturer, 
vendor or contractor or any other Person under the terms of any contract or contracts for the acquisition; 
construction or installation of the Project; · 

(b) obligations of the Authority or the Agency incurred for ,labor and materials (including 
obligations payable to the Authority or the Agency for actual out-of-pocket expenses of the Authority or 
the Agency) in connection with the acquisition, construction or installation of the Project; 

(c) · . the costs of performance or other bonds and any and all types of insurance that may be 
necessary or appropriate to have in effect during the course of acquisition, construction and installation of 
the Project; 

(d) all costs of design, planning, engineering and architectural services, including the actual 
out-of,pocket .costs .of the Authority· or the Agency for test borings, surveys, estimates, plans and 
specifications, environmental documentation, permitting and preliminary investigations therefor, 
development fees, sales commissions, and for supervising the acquisition, construction and installation, as 
well as for. the performance of all other duties required by or consequent to the proper acquisition, 
construction and installation of the Project; 

(e) Costs of Issuance; and 

(f) any sums required to reimburse the Authority or the Agency. for advances·made by the 
Authority or the Agency for any of the above items or for any other costs incurred and for work done by 
the Authority or the Agency which are properly chargeable to the acquisition, construction or installation 
of the Project, including· reimbursement to the Authority or the Agency for all such advances made prior 
to or after delivery of the Bonds. 

"Act" · means the Monterey County Water Resources Agency Act, California Water Code 
Appendix Chapter 52(West's Annotated Codes). 

"Ad Valorem Taxes" means, for any period, the ad valorem property taxes received by the 
Agency during such period pursuant to. Article XIIIA of the Constitution of the State and Section 95 et 
seq. of the California Revenue and Taxation Code, excluding any such taxes levied, to pay any voter 
approved general obligation indebtedness of the Agency. 
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"Administrative Costs" means the ordinaiy·iand·necessary administrative costs and incidental 
expenses related to the Authority Bonds, the Indenture and the Installment Purchase Agreement, 
including, but not limited. to Trustee fees. '(includiilgiany' fees and expenses of its counsel) and 
indemnification payable by the Authority to the Trustee pursuant to the Indenture, reimbursement of 
charges, fees, costs an(L·expenses paid or '·incurred by> the Insurer and payable by the·Authority to the 
Insurer.pursuanuo.the Indenture and indemnification payable by the Authority. to the Insurer pursuant to 
the Indenture, costs and expenses incurred in'complying with the·provisions of the Continuing Disclosure 
Agreement and costs and· expenses ·incurred in connection with the·calculation of arbitrage rebate due to 
the federal government with respect to the Authority Bonds. · ·' 

J '' t •• 

"Agency" means the Monterey County Water Resources Agency, a flood control and water 
agency organized and existing under and by virtUe of the laws of the State, and any successor thereto. 

"Annexation.Fees'c means annexation' fees imposed in connection with one or·.more parcels of 
property being annexed into a zone or zones, the parcels of property in which are subject to Assessments. 

"Annual 'Debt.Service" means,: for any: Bond :Year, the sum of (a) the interest payable on all 
Outstanding ··Bonds in such • Bond· Year; assuming that all Outstanding. Serial· Bonds are retired as 
scheduled and that all Outstanding Term Bonds are redeemed or paid from sinking fund payments as 
scheduled, (b) the principal amount of all Outstanding Serial Bonds maturing by their terms in such Bond 
Year, and (c)hhe principal amount of an· Outstanding Term Bonds required to be redeemed or paid in 
such Bond Year. · .-: 1• ' 

'~ .. I 'i) 

"Assessment Ordinance" means Ordinance No. 04203, adopted by the Board of Supervisors on 
July22, 2003', enacted pursuant' to Sections 6, 9, 20, 24 and 24.1 of the Act, as originally adopted, as 
modified by• the stipulated judgment-in Salinas·Yalley·Property Owners for Lawful•Assessments, eta/.. v. 
County of Monterey, et al. (Case No. M66890), and as it may from time to time be amended or 
supplemented. 

"Asse·ssments". means the ·components of the assessments levied pursuant· to the Assessment 
Ordinance ·designated therein as the Spillway component and the Diversion Component. - ·, 

"Authority'! means the Monterey· County Financing Authority, a joint exercise of powers 
authority organized and existing under and by virtue of the laws of the State, and any successor thereto .. 

"Authority Revenues" means all Installment Payments. 

"Authorized Denominations" means $5,000 and any integral multiple of $5,000. 

"Authorized ·Representative" means (a) with respect to the Agency, General Manager of the 
Agency; the Assistant General· Manager of the Agency and the Finance Manager.ofthe Agency, and any 
other Person authorized by the Board of Directors of the Agency to act on behalf of the Agency under or 
with respect to the Indenture, and (b) with respect to the Authority, the Executive Director of the 
Authority, the Assistant Executive Director of the Authority, the Treasurer of the Authority and the 
Secretary of the Authority, and any other Person authorized by.the Board of Directors of the Authority to 
act on behalf of the Authority under or with respect to the Indenture. 

"Average Annual Debt Service" means the average of the Annual Debt Service· for all Bond 
Years, including the Bond Year in which the calculation is made. 

"Board of Directors" means the Board of Directors of the Agency. 
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"Board of Supervisors" means the Board of Supervisors of the Agency. 

"Bond Counsel" means a finn of attorneys which are nationally recognized as experts in the area 
of municipal finance. 

"Bond Year" .means the period from the Closing Date through September I, 2008 and, 
thereafter, the twelve-month period commencing on September 2 of each year through and including 
September I of the following year. 

"Bonds" means the Monterey County Financing Authority Revenue Bonds, Series A (Salinas 
Valley Water Project) issued under the Indenture. 

"Book-Entry Bonds" means the Bonds registered in the name of the nominee of DTC, or any 
successor securities depository for the Bonds, as the registered owner thereof pursuant to the terms and 
provisions of the Indenture .. 

"Business Day" means a day which is not (a) a Saturday, Sunday or legal holiday in the State, 
(b) a day on which banking institutions in the State, or in.imy state in which the Office of the Trustee is 
located, are required or authorized by law (including executive order) to close, or (c) a day on which the 
New York Stock Exchange is closed. 

"Cede & Co." means Cede & Co., the nominee of DTC, and any successor nominee of DTC 
with respect to the Bonds. 

"Closing Date" means July.30, 2008 . 
.. 

"Code" means the Internal Revenue. Code of 1986. 

"Continuing Disclosure Agreement" means the Continuing Disclosure Agreement, dated as of 
the date of the Indenture, by and between the Authority and Union Bank of California, N.A., in its 
capacity as Trustee and in its capacity as Dissemination Agent, as originally executed and as it may from 
time to time be amended or supplemented in accordance with the terms thereof. 

"Costs of Issuance" means all items of expense directly or indirectly payable by or reimbursable 
to the Authority or the Agency relating to the authorization, issuance, sale and delivery of the Bonds, 
including but not limited to printing expenses, rating agency fees, filing and recording fees,· initial fees, 
expenses and charges of the Trustee and its counsel, including the Trustee's first annual administrative 
fee, fees, charges and disbursements of attorneys, financial advisors, accounting firms, consultants and 
other professionals, fees and charges for preparation, execution and safekeeping of the Bonds, any 
premium for bond insurance and any other cost, charge or fee in connection with the original issuance of 
the Bonds. 

"County" means the County of Monterey, county and political subdivision of the State organized 
and existing under and by virtue of the laws of the State, and any successor thereto . 

. ,._ t. 

"Debt Service Fund" means the fund by that name established and held by the Trustee pursuant 
to the Indenture. 

"Defeasance Securities" means (a) Cash (fully. insured by the Federal Deposit .Insurance 
Corporation), (b) Direct obligations (other than an obligation subject to variation in principal repayment) 
of the United States of America, (c) obligations fully and unconditionally guaranteed as to timely 
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payment of principal and interest by the United States .,of America, (d). obligations fully and 
unconditionally guaranteed as to timely payment of principal and interest by any agency or 
instrumentality of the United States of America when such obligations are ·backed ·by ·the full faith and 
credit of the United States of America, or (e) evidences of ownership of proportionate interests in future 
interest and principal .payments on obligations described above held ·by· a bank or trust company as 
custodian, under which the owner of the investment is the real party in· interest and· has the right to 
proceed directly· and individually against the obligor and ·the underlying government obligations are not 
available to any person claiming through the custodian or to whom the custodian may be obligated. 

"DTC" means The Depository Trust Company, a limited-purpose trust company organized under 
the laws of the State of New York, and its successors as securities depository for the Book-Entry Bonds, 
including any such successor appointed pursuant to the Indenture. 

"Event of Default" means an event· described in the Installment Purchase Agreement or. the 
Indenture, as applicable. 

"Fiscal Year" means· the period beginning on July I of each year and ending on the next 
succeeding June 30, or any other twelve-month period selected and designated as the official Fiscal Year 
of the Agency. 

"Hydroelectric Facility" means the .facility for the generation of electrical energy located at 
Nacimiento Dam, owned and operated by the Agency. 

"Hydroelectric Facility Maintenance and Operations Costs" means, for any period, the 
reasonable and necessary costs spent or incurred by the Agency for maintaining, operating, repairing, 
insuring and administering the Hydroelectric Facility and providing the services of the Hydroelectric 
Facility, calculated in accordance with generally accepted· accounting principles, including, but not 
limited to (a) all expenses necessary to maintain and preserve the Hydroelectric Facility in good repair 
and working order, and (b) all administrative costs allocable to the operation of the Hydroelectric Facility, 
such as salaries and wages of em.ployees, payments 'to employee retirement systems, overhead, insurance, 
taxes (if any), fees of auditors, accountants, attorneys or engineers and insurance premiums, but excluding 
in all cases (i) depreciation, replacement and obsolescence charges or reserves therefor, (ii) amortization 
of intangibles or other bookkeeping entries of a similar nature, and (iii) costs of capital additions, 
replacements, betterments, extensions • ·or improvements to the ·System, which m1der generally accepted 
accounting principles are chargeable to a capital account or io a reserve for depreciation·. · 

·· · •"Hydroelectric Facility Net Revenues" means, for ·any period, the Hydroelectric Facility 
Revenues' for such period," less the Hydroelectric Facility Maintenance and Operations Costs for such 
period. 

"Hydroelectric Facility Revenues" means, for any period, all income and revenue received by 
the Agency during such period from the operation or ownership of the Hydroelectric Facility, determined 
in accordance with generally accepted accounting principles, including all payments received by the 
Agency from the sale ofelectrical energy generated by the Hydroelectric Facility, whether pursuant to the 
Power Purchase Agreement or otherwise. 

"Indenture" means the Indenture by and between the Authority and the Trustee, dated as of 
July I, 2008, as originally executed and as it may from time to time be amended or supplemented by any 
Supplemental·Indenture. 

' .. 
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"Installment Payments" means the Installment Payments required to be made by the Agency 
pursuant to the Installment Purchase Agreement. 

. "Installment Purchase Agreement" means the Installment Purchase Agreement, dated as of the 
date of the Indenture, by and between the Agency and the Authority, as originally executed and as it may 
from time to time be amended or supplemented in accordance with the terms thereof. 

"Interest Payment Date" means March I and September I of each year, commencing March I, 
2009. 

"Insurance Policy" means the financial guaranty insurance policy issued by the Insurer 
guaranteeing the scheduled payment of the principal of and interest on the Bonds when due. 

"Insurer" means Assured Guaranty Corp., a Maryland-domiciled insurance company, or any 
successor thereto or assignee thereof. 

"Insurer Default" means (a) the Insurer. shall be in payment default under the Insurance Policy 
and such failure shall continue for three Business Days, (b) any material provision of the Insurance Policy 
shall be held to be invalid by a final, non-appealable order of a court of competent jurisdiction, or the 
validity or .enforceability thereof shall be contested by the Insurer, or (c) a proceeding shall have been 
instituted in a court having jurisdiction in the premises seeking an order for relief, rehabilitation, 
reorganization, conservation, liquidation or dissolution in respect of the Insurer and such proceeding is 
not terminated for a period of 90 consecutive days or such court enters an order granting the relief sought 
in such· proceeding. 

"Letter of Representations" means the Letter of Representations from the Authority to DTC, or 
any successor securities depository for Book-Entry Bonds, in which the Authority makes certain 
representations with respect to issues of its securities for deposit by DTC or such successor depository. 

''Maximum Annual Debt Service" means the largest Annual Debt Service for any Bond Year, 
including the Bond Year the calculation is made: 

"Moody's" means Moody's Investors Service, Inc., a corporation duly organized and existing 
under and by virtue of the laws of the State of Delaware, and its successors and assigns, except that if 
such entity shall be dissolved or liquidated or shall no longer perform the functions of a securities rating 
agency, then the term "Moody's" shall be deemed to refer to any other nationally recognized securities 
rating agency selected by the Authority. 

"Office of the Trustee" means the principal corporate trust office of the Trustee in San 
Francisco, California, provided that for purposes of payment, redemption, exchange, transfer, surrender 
and cancellation of Bonds, such term means the principal corporate ·trust office of the Trustee in 
Los Angeles, California, or such other or additional offices as may be specified to the Authority by the 
Trustee in writing. 

"Outstanding" means, when used as of any particular time with reference. to Bonds (subject to 
the disqualified Bonds provisions of the Indenture), all Bonds theretofore or thereupon executed by the 
Authority and authenticated and delivered by the Trustee pursuant to the Indenture, except (a) Bonds 
theretofore canceled by the Trustee or surrendered to the Trustee for cancellation, (b) Bonds paid or 
deemed to have been paid within the meaning of the Indenture, and (c) Bonds in lieu of or in substitution 
for which other Bonds shall have been executed by the Authority and authenticated and delivered 
pursuant to the Indenture. 
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· '· "Owner."·· means• ariy Person· who shall be the registered· owrieP of any Outstanding Bond, as 
shown on the Registration Books. ·' . _ ·. 

"Participant" means any entity which· is recognized•as a participant by DTC in the book-entry 
system of maintaining records with respect to Book~Entry.Bonds .. ' . . . '- · 

1.'" 
"Participating Underwriter" has the meaning ascribed to such term m the Continuing 

Disclosure Agreement.. · . ,, ' _ , · . . . 

"Payment Dates" means February 25 and August 25 of each year, commencing February 25, 
2009:' 

. ; . ~ ,-

"Permitted Investments" means any of the following to the extent then permitted by law: 

l. (a) Cash (fully insured by the Federal Deposit Insurance Corporation), (b). Direct 
obligations (other than an obligation subject to variation in principal repayment) of the 
United States of America ("U.S. Treasury Obligations"), (b) obligations fully and 

·unconditionally guaranteed as to timely payment of principal and interest by the .United 
States of America, (c) obligations fully 'and ·unconditionally· guaranteed as to timely 
payment of principal and interest by any agency or instrumentality ·of the United States of 

· · America when such obligations are backed· by the full faith and credit of the United 
States of America, or (d) evidences of. ownership of proportionate interests in ·future 
interest and· principal payments .on obligations described above held by a bank or trust 
company as custodian, under which the owner of the investment is the real party in 
interest and has the right to proceed directly and individually against the obligor and the 
underlying government obligations are not available to any person claiming through the 
custodian or to whom the custodian may be obligated . 

.. 

. ' 

Any security used for defeasance must provide for the timely payment of principal and 
. interest and cannot be callable or prepayable prior to maturity or earlier redemption of the 

rated debt (excluding securities that do not have a fixed par value and/or whose terms do 
not promise a fixed dollar amount at maturity or call date) . 

2. Federal Housing Administration debentures . 

. . 3.•.· The listed obligations of government-sponsored agencies which-are not backed by the full 
faith and credit of the United States of America: 

a)· Federal Home Loan Mortgage Corporation (FHLMC) senior debt obligations and 
Participation certificates (excluded .are stripped mortgage securities which are 
purchased at prices exceeding their principal amounts) 

b) Farni Credit Syst~m (formerly Federal Land Banks, Federal Intermediate Credit 
Banks and Banks for Cooperatives) consolidated system-wide bonds and notes 

c) Federal Home Loan Banks (FHL Banks) consolidated debt obligations 

d) Federal National Mortgage Association (FNMA) senior debt obligations and 
mortgage-backed securities (excluded are stripped mortgage securities which are 
purchased at prices exceeding their principal amounts) 
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4 .. 

5. 

6. 

7. 

8. 

Unsecured certificates of deposit, time deposits, and bankers' acceptances (having 
maturities of not more than 365 days) of any bank the short-term obligations of which are 
rated "A-I+" or better by S&P and "Prime-!" by Moody's. 

Deposits the aggregate amount of which are fully insured by the Federal Deposit 
Insurance Corporation, in banks which have capital and surplus of at least $15 million. 

Commercial paper (having original maturities of not more than 270 days) rated "A-I+" 
by S&P and "Prime-!'' by Moody's. 

Money market funds rated "Aam" or "AAm-G" by S&P, or better and if rated by 
Moody's rated "Aa2" or better, including funds for which the Trustee or an affiliate 
provides investment advice or other services. 

"State Obligations", which means: 

-a) Direct general obligations of any state of the United States of America or any 
subdivision or agency thereof to which is pledged the full faith and credit of a 
state the unsecured general obligation debt of which is rated at least "A3" by 
Moody's and at least "A-" by S&P, or any obligation fully and 
unconditionally guaranteed by any .state, subdivision or agency whose 
unsecured general obligation debt is so rated. 

b) .Direct general short-term o.bligations of any state agency or subdivision or 
agency thereof described in (a) above and rated "A-I+" by S&P and "MIG-I" 
by Moody's. 

c) Special Revenue Bonds (as defined in the United States Bankruptcy Code) of 
any state or state agency described in (b) above and rated "AA-" or better by 
S&P and "Aa3" or better by Moody's. 

9. Pre-refunded municipal obligations rated "AAA" by S&P and "Aaa" by Moody's 
meeting the following requirements: 

- a) the municipal obligations are (I) not subject to redemption prior to maturity or 
. - (2) the trustee for the municipal obligations has been given irrevocable 
. , . instructions concerning their call and redemption and the issuer of the 

municipal obligations has covenanted not to redeem such municipal obligations 
other than as set forth in such instructions; 

b) the,municipal·obligations are secured by cash or U.S. Treasury Obligations 
which may. -be applied. only to payment of the principal of, interest and 
premium on such municipal obligations; 

c) the principal of and interest on the U.S. Treasury Obligations (plus any cash in 
the escrow) has been verified by the report of independent certified public 
accountants to be sufficient to pay. in full all principal of, interest, and 
premium,. if any, due and to become due on the municipal obligations 
("Verification Report"); · 
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d). the cash or U.S. Treasury Obligations serving as security for the municipal 
obligations are held by an escrow agent or trustee in trust for owners of the 
municipal obligations; · 

e) no substitution of a U.S .• Treasury Obligation shall be permitted except with 
another U.S.· Treasury Obligation and upon delivery of a new Verification 
Report; and 

f) the cash or U.S. Treasury Obligations are not available to satisfy any other 
. claims, including those by or against the trustee or escrow agent 

10. Repurchase agreements: with (I) any domestic bank, or domestic branch of a foreign 
bank, the long term debt of which is rated at least "A-" by S&P and "A3" Moody's; or 
(2) any broker-dealer with "retail customers" or a related affiliate thereof which broker
dealer has, or the parent company (which guarantees the provider)·of.which has, long
term debt rated at least "A-" by S&P and "A3" by Moody's, which broker-dealer falls 
under the jurisdiction of the Securities Investors Protection Corporation; or (3) any other 
entity rated 'at least "A:" by S&P and "A3'' Moody's and acceptable to the Insurer (each 
an "Eligible Provider"), provided that: 

a) (i) permitted collateral. shall include U.S. Treasury"Obligations, or senior debt 
obligations of GNMA, FNMA ·or FHLMC (no collateralized mortgage 
obligations shall be permitted for these providers), and (ii) collateral levels 

.. • must be at least I 02% of the total principal when the .collateral type is U.S. 
Treasury Obligations, I 03% of the total principal when 'the collateral type is 
GNMA's and 104% of the total principal when the collateral·type is FNMA 
and FHLMC .("Eligible Collateral"); 

b) the Trustee or a third party acting solely as agent therefore or for the Authority 
(the "Custodian") has possession of the collateral or' the collateral has been 
transferred to the Custodian in accordance with applicable state and federal 
laws· (other than by means ·of entries on the·transferor's books) and such 
collateral shall be marked to market; 

c) the· collateral shall· be marked to market on a daily basis and the provider or 
Custodian' shall send monthly· reports to the Trustee, the Authority and the 
Insurer setting· forth the type of collateral, the collateral percentage required for 
that ·collateral type, the market value of the collateral on the valuation date and 
the name of the Custodian holding the collateral; · 

d) the repurchase agreement (or guaranty, 'if applicable) may not be assigned or 
amended without the prior written consent of the Insurer; · 

e) the repurchase agreement shall state and an opinion of counsel shall be 
rendered at the time such collateral is delivered that the Custodian has a 
perfected· first priority security interest in the collateral, any substituted 
collateral and all proceeds thereof; 

f) the repurchase agreement shall provide that if during its term the provider's 
rating by either Moody's or S&P is withdrawn or suspended or falls below "A
" by S&P or "A3" by Moody's, as appropriate, the provider must, notify the 
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Authority, the Trustee and the Insurer within five (5) days of receipt of such 
notice. Within ten days of receipt of such notice, the provider shall either: (i) 
provide a written guarantee acceptable to the Insurer, (ii) post Eligible 
Collateral, or (iii) assign the agreement to an Eligible·Provider. If the provider 
does not perform a remedy within ten business days, the provider shall, at the 

"··direction of the Trustee (who shall give such direction if so directed by the 
Insurer) repurchase all collateral and terminate the repurchase agreement, with 
no penalty or premium to the Authority or the Trustee. · 

II. Investment agreements: with a domestic or foreign bank or corporation the long-term 
debt of which, or, in the case of a guaranteed corporation the long-term debt, or, in the 
case of a monoline financial guaranty insurance company, claims paying ability, of the 
guarantor is rated at least "AA-" by S&P and "Aa3" by Moody's, and acceptable to the 
Insurer (each an "Eligible Provider"); provided that: 

a) interest payments are to be made to the Trustee at times and in amounts as 
necessary to pay debt service (or, if the investment agreement is for the 

·construction fund, construction draws) on the Bonds; 

b) the invested funds are available for withdrawal without penalty or premium, at 
any time upon not more than seven (7) days' prior notice; the Authority and 
the Trustee agree to give or cause to be given notice in accordance with the 
terms of the investment agreement so as to receive funds thereunder with no 
penalty or premium paid; 

c) the provider shall send monthly reports to the Trustee, the Authority and the 
Insurer setting forth the balance the Authority or·the Trustee has invested with 
the provider and the amounts and dates of interest accrued and paid by the 
provider; 

d) the investment agreement shall state that is an unconditional and general 
obligation of the provider, and is not subordinated to any other obligation of, 
the provider thereof or, if the provider is a bank, the agreement or the opinion 
of counsel shall state that the. obligation of the provider to make payments 
thereunder ranks pari passu with the obligations of the provider to its other 
depositors and its other unsecured and unsubordinated creditors; 

e) the investment agreement (or guaranty, if applicable)· may not be assigned or 
amended without the prior written consent of the Insurer; 

f) the Authority, the Trustee and the Insurer shall receive an opinion of domestic 
counsel to the provider that such investment agreement is legal, valid, binding 
and enforceable against the provider in accordance with its terms; 

g) the Authority, the Trustee and ihe Insurer shall receive an opinion of foreign 
counsel to the provider (if applicable) that (i) the investment agreement has 
be'en duly authorized, executed and delivered by the provider and constitutes 
the legal, valid and binding obligation of the provider, enforceable against the 
provider in accordance with its terms, (b) the choice of law of the state set forth 
in the investment agreement is. valid under that country's laws and a court in 
such co~ntry ~ould 'uphold such choice of law, and (c) any judgment rendered 
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·• by a court in the United States ;would be recognized and enforceable in such 

1.-' " .. 

country; 

h) · the investment agreement shall provide that if during its term: 

i) · the provider's rating· by either S&P or Moody's falls below 
. , "AA-" or "Aa3", the provider shall,: at its option, within ten days 

or'receipt of publication ofsuch downgrade, either (i) provide a 
written guarantee acceptable to the Insurer, (ii) post Eligible 
Collateral with the Authority, the Trustee or a third party acting 

·.solely as agent therefore (the ·"Custodian") free and clear of any 
third party ·liens or claims, or (iii) assign the agreement to an 
Bligible Provider, or (iv) repay the principal of and accrued but 
unpaid interest on the investment;. 

ii) · . the provider's rating by either S&P .or. Moody's is withdrawn or 
suspended or falls below "A-" or "A3", the provider must, at the 
direction of the Authority or the Trustee (who shall give such 
direction if so directed by the Insurer), within ten days of receipt 
of such direction, repay the principal of and accrued but unpaid 
interest on the investment, in either case with no penalty or 
premium to the Authority or the Trustee. 

i) in the event the provider is required to collateralize, permitted collateral shall 
include U.S. Treasury Obligations, or senior debt obligations of GNMA, 

'FNMA or FHLMC (no collateralized mortgage obligations shall be permitted 
for these providers) and collateral levels must be I 02% of the total principal · 
when the collateral . type· is U.S. Treasury Obligations, 103% of the total 
principal when the collateral type is GNMA's and 104% of the total principal 
when the collateral type .is FNMA and FHLMC ("Eligible Collateral''). In 
addition; the collateral shall be ·marked to market on a daily basis and the 
provider or Custodian shall send monthly reports to the Trustee, the Authority 

· and the Insurer setting forth the type of collateral, the collateral percentage 
· required for .that collateral type, the market value of the collateral on the 
valuation date and the name of the Custodian holding the collateral; 

··· . j) ·the investment agreement shall state and an opinion of counsel shall be 
rendered, in the event collateral is required to be pledged by the provider under 
the terms of the investment agreement, at the time such collateral is delivered, 
that the Custodian has a perfected first priority security · interesi in the 

, ! ,.. collateral, any substituted collateral and all proceeds thereof; 

k) the investment agreement must provide that if during its term: (i) the provider 
shall default in its payment obligations, the provider's obligations under the 
investment agreement shall, at tlie direction of the Authority or the Trustee 
(who shall give ~uch direciion if so directed by the Insurer); be accelerated and 
amounts invest~d and accrued but unpaid interest thereon shall be repaid to the 
Authority or the Trustee, as appropriate, and (ii) the provider shall become 
insolvent, not pay its debts as they become. due, be declared or petition to be 
declared bankrupt, etc. ("event of insolvencY:'), the provider's obligations shall 
automatically be accelerated and amounts invested and accrued but unpaid 
interest thereon shall be repaid to the Authority or the Trustee, as appropriate. 
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"Person" means an individual, a corporation, a partnership, an association, a limited liability 
company, a joint stock company, a trust, any unincorporated organization or a government or political 
subdivision thereof. 

"Power Purchase Agreement" means (a) the Power Purchase Agreement, dated April 15, 1985, 
by and between Pacific Gas and Electric Company and the Monterey County Flood Control and Water 
Conservation District, as amended by the Amendment to the· Power Purchase Agreement, dated as of 
July 16, 2007, by and between Pacific Gas and Electric Company and the Agency, and as it may from 
time to time be further amended or supplemented in accordance with the terms thereof, and (b) any other 
agreement or contract for the sale of electrical energy generated by the Hydroelectric Facility to, and the 
purchase of such energy by, a Person, as any such agreement or contract may from time to time be 
amended or supplemented in accordance with the terms thereof. 

"Project" means the Salinas River diversion facility and the spillway modifications at 
Nacimiento Dam to be acquired, constructed and installed pursuant to the Installment Purchase 
Agreement, as the same may be modified in accordance thereof. 

"Rebate Requirement" has the meaning ascribed to such term in the Tax Certificate. 

"Record Dute" means the fifteenth day of the month preceding an Interest Payment Date, 
whether or not such day is a Business Day. 

"Registration Books" means the records maintained by the Trustee for the registration of 
ownership and registration of transfer of the Bonds pursuant to the Indenture. 

"Reserve Fund" means the fund by that name established and held by the Trustee pursuant to the 
Indenture . 

. "Reserve Requirement" means, as of the date of any calculation, the least of (a) 10% of the 
original aggregate principal amount of the Bonds, (b) Maximum Annual Debt Service, and (c) 125% of 
Average Annual Debt Service. 

"Revenue Fund" means the Salinas Valley Water Project Revenue Fund established and held by 
the Agency pursuant to the Installment Purchase Agreement. 

"Revenues" means, for any period (a) all Assessments received by the Agency during such 
period, (b) all Hydroelectric Facility Net Revenues for such period, (c) all Ad Valorem Taxes received by 
the Agency during such period, and (d) all Annexation Fees received by the Agency during such period. 

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, 
Inc., a corporation duly organized and existing under and by. virtue of the laws of the State of New York, 
and its successors and assigns, except that if such entity shall be dissolved or liquidated or shall no longer 
perform the functions of a securities rating agency, then the terin "S&P". shall be deemed to refer to any 
other nationally recognized securities rating agency selected by the Authority. 

"Serial Bonds": means Bonds designated as Serial Bonds in the Indenture, for which no sinking 
fund payments are provided. 

"State".means the State of California. 
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"Suppltmental Indenture" means,any supplemental indenture amendatory of or supplemental to 
the Indenture, but only if and to the extent that such Supplemental Indenture is entered into in accordance', 
with the p'rovisions of the Indenture, 

"Tax Certificate" means the Tax Certificate executed by the Agency at the time of issuance of 
the Bonds relating to the requirements of Section 148 of the Code, as originally executed and as it may , 
from time to time be amended or supplemented in accordance with the terms thereof. 

"Term Bonds" means Bonds designated as Term Bonds in the Indenture, which are payable on 
or before their specified maturity dates from mandatory sinking fund redemption payments established for 
that purpose and calculated to retire such Bonds on or before their specified maturity dates. 

"Trustee" means Union Bank of California, N.A., a national banking association organized and 
existing under and by virtue of the laws of the United States of America, or any successor thereto as 
Trustee thereunder substituted in its place as provided in the Indenture. 

"Verification Report" means, with respect to the deemed payment of Bonds pursuant to the 
Indenture, a report of a nationally recognized certified public accountant, or firm of such accountants, 
verifying that the Defeasance Securities and cash, if any, deposited in connection with .such deemed 
payment satisfy the Indenture, 

"Writtim Certificate" and "Written Request'~ mean (a) with respect to the Authority, a written 
certificate or written request,· respectively, .signed in the name of. the Authority by an Authorized 
Representative of the Authority, and (b) with respect to the Agency, a written certificate or··written 
request, respectively, signed in the name of the Agency by an Authorized Representative of the Agency. 
Any such certificate or request may, but need not, be combined in a "single instrument with any other 
instrument, opinion or representation, and the two or more so combined shall be read and construed as a 
single instrument. 

THE INST ALLMENTPURCHASE AGREEMENT · 

Representations and Warranties 

Agency Representations and Warranties. The Agency .makes the· following representations 
and warranties: 

(a) The Agency is a flood control and water agency organized and existing under and by 
virtue of the laws of the State. 

(b) The Agency has full legal right, power and authority to enter into the Installment 
Purchase Agreement and carry out its obligations under the Installment Purchase Agreement and to carry 
out and .consummate all transactions contemplated by the Installment Purchase. Agreement, and the 
Agency has complied with the provisions of applicable law in all matters relating to such transactions. 

(c) By proper action, the Agency has duly authorized the execution, delivery and due 
performance of the Installment Purchase Agreement. 

(d) The execution and delivery of the Installment Purchase Agreement and the 
consummation of the transactions in the Installment Purchase Agreement contemplated will not violate, in 
a manner that would materially adversely affect the Agency's ability to perform its obligations under the. 
Installment Purchase Agreement, any provision of law, any order of any court or other agency of 

C-12 



government, or any indenture, material agreement or other instrument to which the Agency is now a party 
or by which it or any of its properties or assets is bound, or be in conflict with, result in a breach of or 
constitute a default (with due notice or the passage of time or both) under any such indenture, agreement 
or other instrument, which conflict, breach or default would materially adversely affect the Agency's 
ability to perform its obligations under the Installment Purchase Agreement, or result in the creation or 
imposition of any prohibited lien, charge or encumbrance of any nature whatsoever upon any of the 
properties or assets of the Agency which lien, charge or encumbrance would materially adversely affect 
the Agency's ability to perform its obligations under the Installment Purchase Agreement. 

(e) The Agency has determined that it is necessary and proper for Agency uses and purposes 
within the terms of applicable law that the Agency acquire the Project in the manner provided for in the 
Installment Purchase Agreement, in order to provide essential services and facilities to the persons 
residing within the boundaries the Agency. 

Authority Representations and Warranties. 
representations and warranties: 

The Authority makes the following 

(a) The Authority is a joint exercise of powers authority organized and existing under the 
laws of the State. 

(b) The Authority has full legal right, power and authority to enter into the Installment 
Purchase Agreement and to carry out and consummate all transactions contemplated by the Installment 
Purchase Agreement, and the Authority has complied with the provisions of applicable law in all matters 
relating to such transactions. 

(c) By proper action, the Authority has duly authorized the execution, delivery and due 
performance of the Installment Purchase Agreement. 

(d) The execution and delivery of the Installment Purchase Agreement and the 
consummation of the transactions contemplated in the Installment Purchase Agreement will not violate 
any provision of law, any order of any court or other agency of government, or any indenture, material 
agreement or other instrument to which the Authority is now a party or by which it or any of its properties 
or assets is bound, or be in conflict with, result in a breach of or constitute a default (with due notice or 
the passage of time or both) under any such indenture, agreement or other instrument, or result in the 
creation or imposition of any prohibited lien, charge or encumbrance of any nature whatsoever upon any 
of the properties or assets of the Authority. 

Acquisition, Construction and Installation of the Project 

Acquisition, Construction and Installation of the Project. The Authority agrees to cause the 
Project· to be acquired, constructed and installed by .the Agency, as agent of the Authority. The Agency 
shall enter into contracts and provide for, as agent of the Authority, the complete acquisition, construction 
and installation of the Project. The Agency shall cause the acquisition, construction· and installation of the 
Project to be diligently performed. It is expressly understood and agreed that, except to. the extent of 
proceeds of the Bonds made available to the Agency on the Closing Date, the Authority shall be under no 
liability of any kind or character whatsoever for the payment of any cost of the Project. In the event the 
proceeds of the Bonds so made available are insufficient to complete the acquisition, construction and 
installation of the Project, the Agency shall cause to be applied from and to the extent of other available 
Agency funds, an amount. equal to that necessary to complete the acquisition, construction and installation 
of the Project. . 
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Changes to the Project. The.Agency may make any changes in the composition and.description 
of the Project .or any component thereof whenever the Agency deems such changes to be necessary and 
appropriate; provided, however, that no such change shall (a) impair the ability of the Agency to make the 
Installment Payments, (b) cause to be included in the Project any property not constituting property useful 
in the performance·of the Agency's powers, projects and purposes, or (c) cause the Project or any such 
component thereof to have an estimated useful life materially shorter than the estimated useful life of the 
Project or such component prior to such change. Any such change shall be .implemented by the Agency's 
filing with the Authority and the Trustee a description of· such change and, upon such filing, the 
description of the Project shall be deemed to have been modified in accordance therewith. No such 
change shall constitute an amendment, change, modification or alteration of the Installment Purchase 
Agreement. 

Purchase and Sale of Project; Payments 

Purchase ;md ·Sale of Project. The Agency purchases from the Authority, and the Authority 
sells to the Agency, for the Installment Payments, the Project in accordance with the provisions of the 
Installment Purchase Agreement. All right, title and interest in the Project shall immediately vest in the 
Agency on the Closing Date without further action on the part of the Agency or the Authority. 

Installment Payments. The Agency shall pay to the Authority the Installment Payments at the 
times and in the amounts provided in the Installment Purchase Agreement. The Installment Payments 
shall be paid ·from Revenues. The amount of the Installment Payment payable by the Agency on each 
Payment Date shall be. equal to the interest on, or the principal of (including mandatory sinking fund 
redemptions) and interest on, as applicable, the Bonds due on the immediately following Interest Payment 
Date. Pursuant to the Indenture, the Installment Payments are to be applied to the payment of the principal 
of and interest on the Bonds, and the Installment Payments shall be made in amounts that are sufficient, 
but no more than sufficient, to pay the scheduled payments of principal of (including mandatory sinking 
fund redemptions) and interest on the Outstanding Bonds. If and to the extent that, on any Payment Date, 
there are amounts on deposit in the Debt Service Fund, said amounts shall be credited against the 
Installment Payment due on such date.· Each Installment Payment shall be paid to the Trustee, as assignee 
of the AuthoritY, no· later than the applicable Payment Date, in lawful money of the United .States of 
America, in funds which will'be available not later than·the Business Day following payment. 

Late Payments. In the event the Agency fails to make any of the payments required to be made 
by it under the Installment Purchase Agreement, such payment shall continue as an· obligation .of the 
Agency until such amount shall have been fully paid and, to the extent permitted by law, the Agency 

·agrees to pay the same with interest accruing thereon at a rate per annum equal to the highest rate of 
interest on the Bonds. ·" · 

Reserve Fund Payments. The Agency shall pay to the Trustee such amounts as are required to 
make. available in the Reserve Fund an amount equal.to the Reserve Requirement; provided, however, 
that such payments shall be payable solely from Revenues. In the event that the Trustee notifies the 
Agency that the amount on deposit in the Reserve Fund is less than the Reserve Requirement, the Agency 
shall, as provided in the Installment Purchase Agreement, on or before the Business Day immediately 
preceding the Payment Date following such notice, withdraw from the Revenue Fund and transfer to the 
Trustee, for deposit in the Reserve Fund, the amount, if any, necessary to cause the amount on deposit in 
the Reserve Fund to be equal to the Reserve Requirement. 

Obligation Absolute. The obligation of the Agency to make the Installment Payments and other 
payments required to be made by it under the Installment Purchase Agreement, from Revenues as 
described in the Installment Purchase Agreement, is absolute and unconditional, and until such time as the 
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Installment Payments and such other payments shall have been paid in full (or all agreements, covenants 
and other obligations of the Agency under the Installment Purchase Agreement shall have ceased, 
terminated and become void and been discharged and satisfied as provided in the Installment Purchase 
Agreement); the Agency shall not discontinue or suspend any Installment Payments or other payments 
required to be made by it under the Installment Purchase Agreement when due, whether or not the Project 
or any. part thereof is operating or operable or has been completed; or its use is suspended, interfered with, 
reduced or curtailed or terminated in whole· or in part, and such Installment Payments and other payments 

. shall not be subject to reduction whether by offset or otherwise and shall not be conditional upon the 
performance or nonperformance by any party of any agreement for any cause whatsoever. 

Pledge, Revenue Fund 

Pledge. .Subject only to the provisions of the Installment Purchase Agreement permitting the 
application thereof for the purposes and on the terms and conditions set forth in the Installment Purchase 
Agreement, all of the Revenues and any other amounts held in the Revenue Fund are pledged to secure 
the payment of the Installment Payments in accordance with the provisions of the Installment Purchase 
Agreement Said pledge shall constitute a first lien on such assets. 

Revenue Fund. (a) The Agency shall establish and maintain within its treasury a fund 
denominated the "Salinas Valley Water Project Revenue Fund" (the "Revenue Fund"). Subject to the 
provisions. of subsection (c), below, all Revenues received by the Agency shall be deposited as and when 
received in the Revenue Fund. 

· (b) On or before the Business Day immediately preceding each Payment Date, the Agency 
shall withdraw from the· Revenue Fund and transfer to· the Trustee the amounts set forth. below in the 
following order of priority: 

(i) the Agency shall transfer to the Trustee, for deposit in the Debt Service Fund, an 
amount equal to the Installment Payment due and payable on such Payment Date; and 

(ii) . the Agency shall transfer to the Trustee, for .deposit in the Reserve Fund, the 
amount, if any, necessary to cause the amount. on deposit in the Reserve Fund to be equal to the 
Reserve Requirement.· 

(c) In each Bond Year, on the Business Day immediately following the date in such Bond 
Year on which the amount previously transferred by the Agency to the Trustee pursuant to subsection (b), 
above is at least equal to:ihe sum of (i}the aggregate amount of the Installment Payments payable in such 
Bond Year, plus (ii) the amount, if any, necessary to cause the amount on deposit in the Reserve Fund to 
be equal to the Reserve Requirement (A) the Agency shall withdraw from the Revenue Fund and transfer 
to such funds or accounts of the Agency as the Agency shall determine, any amount then remaining on 
deposit in the Revenue Fund, and (B) from and including such date to and including the September I that 
constitutes the last day of such Bond Year, the Agency shall not be required to deposit Revenues received 
by the Agency in the Revenue Fund. 

(d) Moneys in the Revenue Fund may be invested by the Agency in Permitted Investments. 
The obligations in which moneys in the Revenue Fund are invested shall mature prior to the date on 
which such moneys are estimated to be required to be paid out under the Installment Purchase Agreement. 
Any interest, income or profits from the investment of moneys in the Revenue Fund shall be retained 
therein. 
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Covenants · ' · · · . , .. 
,·, i :.1. 

Compliance with ·Installment Purchase.Agreement . . The Agency shall-.punctually pay the 
InstallmenLPayments and other. payments· required to.be made by it· under the. Installment Purchase 
Agreement in· strict conformity with the terms of the'Installment Purchase.Agreement,' and will faithfully 
observe and perform all the agreements, .conditions, covenantsr'and terms contained in the .Installment 
Purchase Agreement required to be.observed .and performed by it; and shall not terminate the Installment 
Purchase Agreement for any cause including, without limiting the' generality. of the foregoing, any acts or 
circumstances that may . constitute failure. of consideration, destruction .of. or damage to .the Project, 
commercial frustration of purpose, any change in the tax or other laws of the United States of America or 
of the State or any political subdivision of either or any failure of the Authority to observe or perform any 
agreement, condition, covenant or term contained in the Installment Purchase Agreement required to be 
observed and performed by it;whether express ·or implied, or any duty, liability or obligation arising out 
of or coi:mected with the Installment Purchase Agreement or the insolvency; or deemed insolvency, or 
bankruptcy or liquidation of the Authority or any force majeure,• including acts of God, tempest, ·storm, 
earthquake, war, rebellion, riot, civil disorder, acts of public enemies, blockade or embargo, strikes, 
industrial disputes, lock outs, lack of transportation facilities, fire, explosion; or:acts or regulations.of 
governmental authorities. 

Protection of Security and Rights of the Authority. The Agency shall preserve and protect the 
security of the ·Installment Purchase' Agreement and the rights of· the Authority. to· the Installment 
Payments and other payments required to be made by the Agency under the Installment Purchase 
Agreement and shall warrant and defend such rights against all claims and demands of all Persons. 

Prompt Acquisition, Construction and lnstaUation .. The Agency shall take all necessary and 
appropriate steps to acquire, construct and install the Project, as agent of the Authority, with• all 
practicable dispatch and in an expeditious manner and in conformity with law so as to complete the same 
as soon ;IS possible: · ' . "· 

:I' 

Additional Obligations. The Agency shall not incur any obligations payable from Revenues on 
a basis senior to or on a parity with the payment of the. Instalb:i:tent Payments and payments to replenish 
the Reserve Fund as provided in the Installment Purchase Agreement. The Agency may from time to time 
incur obligations payable from Revenues on a basis subordinate to the payment therefrom of the 
Installment Payments and payments to replenish the Reserve Fund as provided m the Installment 
Purchase Agreenient. :. · J 

Assessments; Assessment Ordinance. (a) The Agency shall, in accordance with the Act and the 
Assessment Ordinance, levy the annual Assessments and collect and enforce, or cause the collection and 
enforcement of, such Assessments. Prior- to August I of each year, the Agency shall ascertain from the 
Monterey County Assessor the relevant parcels on which the Assessments are· to be levied,. taking into 
account any parcel splits during the preceding and then current year. The Agency shall. effect the levy of 
the Assessments each Fiscal Year in accordance with the Assessment Ordinance by each August I 0, or 
otherwise such that the computation of the levy is complete before the final date on which the Monterey 
County Auditor will accept the transmission of the Assessment amounts for inclusion on the next real 
property tax roll. Upon the completion of the computation of the amounts of the levy, the Agency shall 
prepare· or cause to be prepared, and shall transmit to the Monterey County Auditor, such data as said 
Auditor requires to include' the levy of the Assessments on the next real property tax roll. 

(b) Subject to the limitations in the Assessment Ordinance as to the purposes for which the 
Assessments may be levied, the Agency shall levy Assessments annually at the maximum amount 
specified in the Assessment Ordinance. 
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(c) ·The Agency shall not rescind the Assessment Ordinance and shall not amend or 
supplement the Assessment Ordinance so as to. reduce the amount of the Assessments levied thereunder 
or· to reduce· the amount of land subjeCt thereto, and the Agency shall not amend or supplement the 
Assessment Ordinance for any other purpose unless the Board of Supervisors determines by resolution 
that such amendment or supplement would not materially adversely affect the ability of the Agency to pay 
the Installment Payments or other payments ·required to be made by it under the Installment Purchase 
Agreement, or to perform and observe all of its covenants under the Installment Purchase Agreement. 

Hydroelectric Facility Revenues; Power Purchase Agreement. (a) The Agency shall receive 
and collect the Hydroelectric Facility Revenues as provided in the Installment Purchase Agreement and 
shall apply the Hydroelectric Facility Net Revenues as provided in the Installment Purchase Agreement. 

(b) The Agency shall comply with, keep, observe and perform all agreements, conditions, 
covenants and terms, express or implied, required to be performed by it contained in a Power Purchase 
Agreement and all other contracts affecting or involving the Hydroelectric Facility Revenues to the extent 
that the Agency is a party thereto. The Agency shall cause each Person that is party to a Power Purchase 
Agreement to comply with, keep, observe and perform all·agreements, conditions, covenants and terms, 
express or implied, required to be performed by such Person in such Power Purchase Agreement. 

··· (c) The.Agency shall not (i) rescind· or terminate, or consent to the rescission or termination 
of, a Power Purchase Agreement; (ii) enter into an amendment or supplement to a Power Purchase 
Agreement, or consent to any such amendment or supplement, or (iii) waive any material term of a Power 
Purchase Agreement unless the Board of Supervisors .determines by resolution that such rescission, 
termination, amendment, supplement or waiver would not materially adversely affect the ability of the 
Agency to pay the Installment Payments or other payments required to be made by it under the 
Installment Purchase Agreement, or to perform and observe all of its covenants under the Installment 
Purchase Agreement. 

Ad Valorem Taxes. The Agency shall receive and collect the Ad Valorem Taxes and apply the 
Ad Valorem Taxes as provided in the Installment Purchase Agreement. 

Annexation Fees. The Agency shall collect and enforce, or cause the collection and enforcement 
of, the Annexation Fees: 

· Against Encumbrances. The Agency shall not encumber, pledge or place any charge upon the 
Revenues that would impair the Agency's ability to comply with its obligations under the Installment 
Purchase Agreement. 

Payment of Claims. The Agency shall pay and discharge any and all lawful claims for labor, 
materials or supplies which, if unpaid, might become a lien on Revenues or any part thereof or on any 
funds in the hands' of the Agency or the Trustee which might.impair the security of the Installment 
Payments, but the Agency ·shall not be required to pay such claims if the validity thereof shall be 
contested· in good faith (so long· as such nonpayment will not materially adversely· affect the Agency's 
·ability to perform its obligations under the Installment Purchase Agreement). 

Hydroelectric Facility. (a) The Agency shall not sell, lease or otherwise dispose of the 
Hydroelectric Facility or any part thereof essential to the proper operation of the Hydroelectric Facility or 
to the maintenance of Hydroelectric Facility· Revenues; provided, however, that any real or personal 
property which has become non-operative or which is not needed for the .efficient and proper operation of 
the Hydroelectric ·Facility, or any materiaL or equipment which·has become worn out, may be sold if such 
sale will not materially reduce Hydroelectric Facility Revenues. 
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' . · (b) .. · :rhe Agency, shall· maintain and preserve ·the Hydroelectric· Facility in good.repair and 
working· order at all times· and. will operate the Hydroelectric Facilitydn/an efficient.and econall)ical, 
manner and will·pay all operation and maintenance costs·ofthe Hydroelectric' Facility as they_ become due 
and• payable; but 'the Agency shall· not be required. to. pay .such operation, and maintenance costs if the 
validity thereof.shall be:contested in good faith (so long as such· nonpayment will not materially. adversely 
affect tlie Agency:s·ability to:perform its obligations under. the Installment Purchase Agreement). 

(c) The Agency shall procure and maintain or cause to be procured and maintained casualty 
insurance on the Hydroelectric Facility wi}h responsible_insurerfi;_o.r provide·~_elf in~urance.(which may be 
provided in the form of risk-sharing pools), in such amounts and against·such risks(including accident to 
or destruction ·Of the Hydroelectric· Facility) as are usually ·covered in connection with hydroelectric 
generation facilities similar to the Hydroelectric Facility. In the event of any damage to or destruction of 
the. Hydroelectric Facility caused. by the perils covered by such insurance or self insurance; the net 
proceeds thereofshall be applied· to· !lie reconstruction,.repair or replacement of the damaged or destroyed 
portion of the Hydroelectric Facility. Tlie Agency shall begin such reconstruction, repair or replacement 
promptly after such damage or destruCtion shall occur, and. shall continue and· properly complete such 
reconstruction,.repair or replacement as expeditiously as possible, and shall'pay out of such net proceeds 
all costs and expenses in connection with such reconstruction, repair or replacement so. that the same shall 
be completed and the Hydroelectric Facility shall be free and clear of all claims and liens, unless the 
Agency determines that such property· or facility ·is. not ·necessary to the efficient or proper operation of 
the Hydroelectric Facility and that the failure to reconstruct, repair or replace such portion of the 
Hydroelectric Facility will not have•a material adverse effect on the amount of Hydroelectric Facility Net 
Revenues. • · 

Insurance .. The Agency shall maintain• insurance with respect to its property covering risks.and 
in ~1mounts as :is customarily maintained by organizations .of similar size. and conducting· similar 
operations as the Agency. 

· :Accounting .Records. The Agency shall keep appropriate accounting records in which complete 
and correct entries shall be made of all transactions relating to the Revenues, which records shall be 
available for inspection by the Authority and the Trustee af reasonable hours and under reasonable 
·conditions. · 

Tax Covenants. The Agency agrees that it not take any action, or fail to take any action, if such 
action or failure to take such action would adversely affect the exclusion from gross income of interest on 
the Bonds under Section 103 of the Code. Without limiting the generality of the foregoing, the Agency 
agrees that it will comply with the requirements of the Tax Certificate, which is incorporated in the 
Installment Purchase Agreement as if fully set forth in the Installment Purchase Agreement. This 
covenant shall·survive payment in full or defeasance·ofthe Bonds. 

' Administrative Costs. The Agency shall pay each charge constituting an Administrative Cost. 
Administrative Costs shall be paid by the Agency directly to the Person or Persons to whom such 
amounts shall be payable. The Agency shall pay all such amounts when due or at such later time as such 
amounts may be paid without penalty or, in any other case, within 30 days after notice in writing from the 
Trustee to the Agency stating the amount of Administrative Costs then due and payable and the purpose 
thereof. 

Continuing Disclosure. The Agency shall provide the Authority with such financial and 
operating data and other information with respect to the Agency, at such times, as is necessary or 
appropriate for the Authority to comply with its undertakings under the ·Continuing Disclosure 
Agreement. 
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Indemnification. To the extent permitted by law, the Agency shall indemnifY and hold the 
Authority and the Trustee, as assignee of the Authority, and their officers and members harmless against 
any and all liabilities which might arise out of or are related to the Project or any portion thereof and the 
Agency shall defend the Authority and the Trustee, as assignee of the Authority, and their officers and 
members in any action arising out of or related to the Project or any portion thereof. 

Further Assurances. The Agency shall adopt, deliver, execute and make any and all further 
assurances, instruments and resolutions as may be reasonably necessary or _proper to carry out the 
intention or to facilitate the performance of the Installment Purchase Agreement and for the better 
assuring and confirming unto the Authority of the rights and benefits· provided to it in the Installment 
Purchase Agreement. 

Right to Redeem, Discharge of Obligations 

Right to Redeem. On or after the date specified in the Installment Purchase Agreement, the 
Agency shall have the right to cause Bonds maturing on or after the date specified in the Installment 
Purchase Agreement to be redeemed in accordance with the Indenture,- by providing the Trustee with 
funds sufficient for such purpose (which funds may be derived by the Agency from any source) and 
giving notice as provided in the Installment Purchase Agreement. 

Discharge of Obligations. If the Authority shall pay or cause to be paid or there shall otherwise 
be paid to the Owners of all Outstanding Bonds the interest thereon and the principal thereof and the 
premiums, if any, thereon or if all Outstanding Bonds shall be deemed to have been paid at the times and 
in the manner stipulated in the Indenture, then all agreements, covenants and other obligations of the 
Agency under the Installment Purchase Agreement shall thereupon cease, terminate and become void and 
be discharged and satisfied. 

Events of Default and Remedies ofthe Authority 

Events of Default. The following shall be Events of Default under the Installment Purchase 
Agreement, and Event of Default shall mean any one or more of the following events: 

(a) if default shall be made .by the Agency in the due and punctual payment of any 
Installment Payment as the same shall become due and payable; 

(b) If default shall be made by the Agency in the observance of any of the other covenants, 
agreements of conditions on its part in the Installment Purchase Agreement contained, and such default 
shall have continued for a period of 30 days after written notice thereof, specifYing such default and 
requiring the same to be remedied, shall have been given to the Agency by the Authority, or to the 
Agency and the Trustee by the Owners of not less than 5% in aggregate principal amount of Bonds 
Outstanding; provided, however, that if in the reasonable opinion of the Agency the failure stated in the 
notice can be corrected, but not within such 30 day period, such failure shall not constitute an Event of 
Default if corrective action is instituted by the Agency within such 30 day period and the Agency shall 
thereafter diligently and in good faith cure such failure in a reasonable period of time; or. · 

(c) if the Agency shall file a petition or answer seeking arrangement or reorganization under 
the federal bankruptcy laws or any other applicable law of the United States of America or any state 
therein, or if a court of competent jurisdiction shall approve a petition filed with or without the consent of 
the. Agency seeking arrangement· or reorganization under the federal bankruptcy laws or any other 
applicable law of the United States of America or any state therein, or if under the provisions of any other 
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taw for the relief or aid of debtors any court of competent jurisdiction shall assume custody or control of 
the Agency or of the whole or any substantial part of its property. : 

Remedies on Default. Upon'the occurrence of an Event of Default, the Authority shall have the 
right: 

(a) by mandamus or other action or proceeding or suit at law or in equity to enforce its rights 
against the Agency or any board member, officer or employee thereof, and to compel the Agency or any 
such board member, officer or employee to perform and carry out his or her duties under applicable law 
and the agreements and covenants required to be performed by him or her contained in the Installment 
Purchase Agreement; 

(b) by suit in equity to enjoin any acts or things which are unlawful or:violate the rights of 
the Authority; and 

(c) by suit in equity require· the Agency and· its board members, officers and employees to 
account as the trustee of an express trust. 

'' 
Application of Revenues After Default.· If an Event of Default shall occur and be continuing, 

all Revenues and any other funds thereafter received by the Authority under any of the provisions of the 
Installment Purchase Agreement shall be applied as follows and in the following order: . 

(a) to the payment of the costs and expenses of the Authority if any, in carrying out the 
provisions of the Installment Purchase Agreement; 

(b) to the payment of the entire amount of unpaid Installment Payments; with interest on the 
overdue installments at the rate or rates of interest applicable thereto, in accordance with the terms of the 
Installment Purchase Agreement; and 

(c) to such other liabilities ofthe Agency as are then payable. 

Non-Waiver. Nothing in the Installment Purchase Agreement shall affect or impair the 
obligation of the Agency, which .is ·absolute and unconditional, to pay the jnstallment Payments to the 
Authority at the respective due dates from Revenues and the other. funds in the Installment ·Purchase 
Agreement committed for such payment, or shall affect or impair the right of the Authority, which is also 
absolute and unconditional, to institute suit to enforce such payment by virtue of the contract embodied in 
the Installment Purchase Agreement. 

A waiver of any default .or breach of duty or contract by ·the Authority shall not affect. any 
subsequent default or breach of duty or contract or impair any rights or remedies on any such subsequent 
default or breach of duty. or contract. No delay or omission by the Authority to exercise any·.right or 
remedy accruing upon any default or breach of duty or contract shall impair any such right or remedy or 
shall be construed to be a waiver of any such default or breach of duty or contract or an acquiescence 
therein, and every right or remedy conferred upon the Authority by applicable law or by the Installment 
Purchase Agreement may be enforced and exercised from time to time and as often as shall be deemed 
expedient by the Authority. 

If any action, proceeding or suit to enforce any right or exercise any remedy is abandoned or 
determined adversely to the Authority, the Agency and the Authority shall be restored to their former 
positions, rights and remedies as if such action, proceeding or suit had not been brought or taken. 
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Remedies Not Exclusive. No remedy in the Installment Purchase Agreement conferred upon or 
reserved to the Authority is intended to be exclusive of any other remedy, and each such remedy shall be 
cumulative and · shall be in addition to every other·. remedy given under the Installment· Purchase 
Agreement or now or hereafter existing- in law or in equity. or by statute or otherwise and may be 
exercised without exhausting and without regard to any other remedy conferred by law. 

Insurance Policy Provisions 

Reporting Requirements. The Agency shall furnish to the Insurer: 

(a) 
budget; 

the fiscal year budget of the Agency, within 30 days after adoption of such 

(b) not later than_ 180 days after the end of each_ Fiscal .Year, audited financial 
statements of the Agency prepared by an independent certified public accountant, together with a 

. certificate of the Agency stating that no Event of Default has occurred or is continuing under the 
. Indenture or this Installment Purchase Agreement; and . , . ,. 

(c) within 30 days following any litigation or investigation that may h~ve a materiai 
,. adverse affect on the financial position ofthe,Agenc:r, notice of:such litiga!ion or investigation. 

' ·, 

· Discussion of Affairs. The Agency shall permit the Insurer to discuss the affairs, finances and 
accounts of the Agency or any information the Insurer may reasonably request regarding the security for 
the Bonds and the Installment Payments with appropriate officers of the Agency,. and will use best efforts 
to enable the Insurer to have access to the facilities, books and records of_ the_ Agency on any _Business 
Day upon reasonable prior notice. 

··' 
Amendments; Effect on Owners.. ~ith respect to:,modifications' or amenillnents to the 

Installment Purchase Agreement which do n9t require the consent of the Owners, the Insurer must be 
given prior written notice of any such modification or ame1,1d!nent.,, .With respect to modifications ·or 
amendments to the Installment Purchase Agreement which do require the consent of the Owners, so long 
as. no Insurer Default has QCCurred and is continuing, the .Insurer's prior written consent is required. A 
copy of any modification or amendment to the Installment Purchase Agreement which is consented to by 
the Insurer shall :be sent to the rating agencies that have assigned a rating to the Authority Bonds. 

' ·' ' ' 

· .. Consent Rights.. (a) Any provision of the, ~nstallment Purchase .. Agreement expressly 
recognizing or granting,right~.in,or to the Insurer may.not be amendedin,any_ma~er,that affects the 
rights of the Insurer under tile Installment Purchase Agreement wjthout th_e pri.or written .consent of the 
Insurer. 

(b) Wherever the Installment Purchase Agreement requires
1

the consent of Owners, ~o long as 
no Insurer Default.has occurred and is continuing, the Insurer's consent shall also be required. 

(c) Any reorganization or liquidation plan with respect to the Agency must be acceptable to 
the Insurer. In the event of any reorganization or liquidation, so long as no}nsurer Default has occurred 
and is continuing, the Insurer shall have the right to vote on behalf of all Owners, absent a default by the 
Insurer under the Policy. 
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Miscellaneous 

Liability of Agency Limited. Notwithstanding anything contained in the Installment Purchase 
Agreement, the Agency shall not be required to advance any moneys derived ftom any source of income 
other than Revenues for the ,payment of the Installment Payments and other payments required to be made 
by it under the Installment Purchase Agreement, or for the performance of any agreements or covenants 
required to be performed by it contained in the Installment Purchase Agreement. The Agency may, 
however, but in no event shall be obligated to, advance moneys for any such purpose so long as such 
moneys are derived from a source legally available for such purpose and may be legally used by the 
Agency for such purpose. 

The obligation of the Agency to make the Installment Payments and other payments Tequired to 
be made by it under the Installment Purchase Agreement shall be a special obligation of the Agency 
payable, in the manner provided in the Installment Purchase Agreement, solely from the Revenues and 
the other assets pledged therefor under the Installment Purchase Agreement. Neither the faith and credit 
nor the taxing power of the Agency or the State, or any political subdivision thereof, is pledged to the 
payment of the Installment Payments or other payments required to be made by the Agency under the 
Installment Purchase Agreement. 

Benefits of Installment Purcha·se Agreement -Limited to Parties . . Nothing contained in the 
Installment Purchase Agreement, expressed or implied, is intended to give to any Person other than the 
Agency, 'the Authority or the as·signs of the Authority any right, remedy or claim under or pursuant to the 
Installment Purchase Agreement, and any agreement or covenant required in the Installment Purchase 
Agreement to be performed by or on behalf of the Agency or the Authority shall be for· the sole and 
exclusive·benefit of the Agency, the Authority and the assigns of the Authority. · 

Third-Party Beneficiary. To the extent that the Installment Purchase Agreement confers upon 
or gives or grants to the'lnsurer any right, remedy or claim under or by reason of the Installment Purchase 
Agreement, the Insurer is explicitly recognized as being a third party beneficiary thereunder and may 
enforce any such right, remedy or claim ·conferred, given or granted thereunder. 

· •Amendments: (a) The Installment Purchase Agreement and the rights and· obligations of.the 
Agency and the Authority under the Installment Purchase Agreement may be modified or amended from 
time to time and at ·any time •by an amendment to the Installment Purchase Agreement, Which the Agency 
and the Authority may enter into with the written consent of the Owners of at least a majority in aggregate 
principal amount of Bonds Outstanding pursuant to the Indenture, provided that no.such ameridinent shall 
(i) extend the 'payment date of any Installment Payment or reduce the amount c:if any Installment Payment 
without the prior wfitteri·consent 'of the Owner of each Authority Bond affected thereby; or (ii) reduce the 
percentage of Bonds the consent of the Owners of which is required for. the execution of any amendment 
of the Installment Purchase Agreement. 

(b) The Installment Purchase Agreement and the rights and obligations of the Agency and 
the Authority under the Installment Purchase Agreement may also be modified or amended from time to 
time and at any time by an amendment to the Installment Purchase Agreement which the Agency and the 
Authority may enter into without the written cmisents of any Owners, but only for any one or more c:if the 
following purposes:· ' · 

(i) to add to the covenants and agreements of the Agency contained in the 
Installment Purchase Agreement other covenants and agreements thereafter to be observed or to 
surrender any right or power in the Installment Purchase Agreement reserved to or conferred 
upon the Agency; 
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(ii) to make such provisions for the purpose of curing any ambiguity, inconsistency 
or omission; or of curing or correcting any defective provision. contained in the Installment 
Purchase Agreement; and · 

I '. . ;. ' 

(iii) in any other .respect whatsoever as the Authority and the Agency may deem 
necessary or desirable, provided that such amendment does not materially adversely affect the 
interests of the Owners of the Bonds. 

Successor Is Deemed Included in all References to Predecessor; Whenever either the Agency 
or the Authority is named or referred to in the Installment Purchase Agreement, such reference shall be 
deemed to include the successor to the powers, duties and. functions that are presently vested in the 
Agency or the Authority, and all agreements and covenants required to be performed by or on behalf of 
the Agency or the Authority shall bind and inure to the benefit of the respective successors thereof 
whether so expressed or not. 

Waiver of Personal Liability.. No official, officer or employee of .the Agency shall be 
individually or personally liable for the payment of the Installment Payments or other payments required 
to be made by the Agency under the Installment Purchase Agreement, but nothing contained in the 
Installment Purchase Agreement shall relieve any official, officer or employee of any Agency from the 
performance of any official duty provided by any applicable provisions of law or by the Installment 
Purchase Agreement. 

Partial Invaliditv. If any one or more of the agreements or covenants or portions thereof 
required by the Installment Purchase Agreement to be performed by or on the part of any Agency or the 
Authority shall be contrary to law, then such agreement or agreements, such covenant or covenants or 
such portions thereof shall be null and void and shall be deemed separable from the remaining agreements 
and covenants or portions thereof and shall in no way affect the validity of the Installment Purchase 
Agreement. 

Assignment. The Installment Purchase Agreement and the right, title and interest of the 
Authority under the Installment Purchase Agreement may be assigned by the Authority to the Trustee, as 
a whole or in part, without the necessity of obtaining the prior consent of the Agency. 

Law Governing. The Installment Purchase Agreement shall be construed and governed in 
accordance with the laws of the State. 

Effective Date. The Installment Purchase Agreement shall become effective upon its execution 
and delivery, and shall terminate when all Installment Payments and other payments required to be made 
under the Installment Purchase Agreement shall have been fully paid or when there are no longer any 
Bonds Outstanding. 

THE INDENTURE 

Equal Security 

In consideration of the acceptance of the Bonds by the Owners thereof, the Indenture shall be 
deemed to be and shall constitute a contract among the Authority, the Trustee and the Owners from time 
to time of all Bol)dS authorized, executed, issued and delivered under the Indenture and then Outstanding 
to secure the full and final payment of the interest on and principal of and redemption premiums, if any, 
on all Bonds which may. from time to time be authorized, executed, issued and delivered under the 
Indenture, subject to the agreements, conditions, covenants and provisions contained in the Indenture; and 
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all agreements and covenants set forth in the Indenture to· be performed by or ori behalf of the Authority 
shall be for the equal and proportionate benefit, protection and security of all Owners of the Bonds 
without distinction, preference or priority as to security or otherwise of any Bonds over any other Bonds 
by reason of the number or date thereof or the time of authorization, sale, execution, issuance or delivery 
thereof or for any cause whatsoever, except as expressly provided therein. 

Issuance of Bonds 

Authorization and Purpose of Bonds. The Authority has .reviewed all proceedings heretofore 
taken relative to the authorization of the Bonds and has found; as a result of such review, and finds and 
determines that all acts, conditions and things required by law to exist, to have happened and to have been 
performed pre9edent to and in the issuance of the Bonds do exist, have happened and have been 
perforn1ed in due time, form and manner as required by law, and that the Authority is now duly 
authorized to issue the Bonds in the form and manner provided in the Indenture for the purpose of 
providing funds to finance the costs of the acquisition, construction and installation of the Project, and 
that the Bonds shall be entitled to the benefit, protection and security of the. provisions of the Indenture. 

The Authority may, at any time; execute the Bonds for issuance under the Indenture and deliver 
the same to the Trustee, and thereupon the Bonds shall be authenticated and delivered by the Trustee to 
th'e purchaser thereof in accordance with· a Written Request of the Authority and upon receipt of payment 
therefor from the purchaser thereof. 

Transfer and Exchange of Bonds. Any Bond may, in accordance with 'its terms, beJransferred 
upon the Registration Books by the Person in whose name it is registered, in person or by his duly 
authorized attorney, upon surrender·of such Bond for cancellation, accompanied by delivery -of a· written 
instrument of transfer, duly executed in a form acceptable to the Trustee. Whenever any Bond or Bonds 
shall be surrendered for transfer, the Authority shall execute and the Trustee shall authenticate and shall 
deliver a new Bond or Bonds of the same maturity in a like aggregate principal amount, in any 
Authorized Denomination. The Trustee shall require the Owner requesting such transfer to pay any tax or 
other governmental charge required to be paid with respect to such transfer. · 

The Bonds may be exchanged at the Office of the Trustee for a like aggregate principal amount of 
Bonds of the same maturity of other Authorized Denominations. The Trustee shall require the payment by 
the Owner requesting such exchange of any tax or other governmental charge required to be paid with 
respect to such exchange. · 

The Trustee shall not be obligated to make any transfer or exchange of Bonds pursuant to this 
caption during the period ·established by the Trustee· for· the selection of Bonds for redemption, of. with 
respect to any Bonds' selected for redemption. · ' 

Bond Registration Books. The Trustee will keep at its office sufficient books for the registration 
and transfer of the Bonds which shall at all times be open to inspection by the Authority during normal 
business hours with reasonable prior notice, and upon presentation for such purpose the Trustee shall, 
under such reasonable regulations as it may prescribe, register or transfer the Bonds in such books as 
proyided in the Indenture .. 

·• 
Mutilated, Destroyed, Stolen or Lost Botids: If any Bond shall become' mutilated, the Trustee, 

at the expense cif the Owner thereof, shall thereupon authenticate and deliver· a new Bond of like maturity 
and Authorized Denomination in exchange and substitution for the Bond so mutilated, but o'nly upon 
surrender, at the Office of the Trustee, of the Bond so mutilated. Every mutilated Bond so surrendered to 
the Trustee shall be canceled by the Trustee and delivered to, or upo'n the order of, the Authority. 
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. If any.Bond shall be lost, destroyed or stolen, evidence of such loss, destruction or theft may be 
submitt~d to the Trustee and, if such evidence be satisfactory to the Trustee and indemnity satisfactory to 

·the Trustee shall be given, the Trustee, at the expense of the Owner, shall thereupon authenticate and 
deliver. a new Bond of like maturity and Authorized Denomination in lieu of and in substitution for the 
Bond so lost, destroyed or stolen. 

The 'rrustee may require payment of a reasonable sum for each new Bond issued under this 
caption and of the expenses which may be incurred by the Authority and the Trustee in the premises. Any 
Bond issued under the provisions of this caption in lieu of any Bond alleged to be lost, destroyed or stolen 
shall be equally and proportionately entitled to the benefits of the Indenture with all other Bonds secured 
by the Indenture. Neither the Authority nor the Trustee shall be required to treat both the original Bond 
and any replacement Bond as being Outstanding for the purpose of determining the principal amount of 
Bonds which may be issued under the Indenture or for the purpose of determining any percentage of 
Bonds Outstanding under the Indenture, but both the original and replacement Bond shall be treated as 
one and the same .. · 

· Temporary Bonds. The Bonds issued under the Indenture may be initially issued in temporary 
form exchangeable for definitive Bonds when ready for delivery. The temporary Bonds may be printed, 
lithographed or typewritten, shall be of such Authorized Denominations as may be determined by the 
Authority, shall be in fully registered form and may contain such reference to any of the provisions of the 
Indenture as may· be appropriate. Every temporary Bond shall be executed and authenticated in 
accordance with the terms of the Indenture. If the Authority issues temporary Bonds it will execute and 
furnish definitive Bonds without delay and thereupon the temporary Bonds shall tie surrendered, for 
cancellation, at the Office of the Trustee, and the Trustee shall deliver in exchange for such temporary 
Bonds an equal aggregate principal amount of definitive Bonds of Authorized Denominations. Until.so 
exchanged, the temporary Bonds shall be entitled to the same benefits under.the.Indenture·as definitive 
Bonds delivered under the Indenture. 

. .·. 
Book-Entry Bonds. (a) The Bonds shall initially be issued as Book-Entry Bondsand the Bonds 

of each maturity ,shall be in the form .. of a separate single fully registered Bond (which .may be 
typewritten). . , . . . , . '· 

Except as provided in paragraph (c) below, the registered Owner of all of the Book-Entry Bonds 
shall be ,DTC and the Book-Entry Bonds shall be registered in the name of 5=ede & Co., as nominee of 
DTC Notwithstanding anything to the contrary contained in the Indenture, payment .of interest with 
respect to any Book-Entry Bond registered as of each Record Date in the name of Cede & Co. shall be 
made by wire transfer of same-day funds to the account of Cede & Co. on the payment date for the Book
Entry Bonds at the address indicated on the Record Date for Cede & Co. in the Registration Books or as 
otherwise provided in the Letter of Representations. 

(b) The Trustee and the Authority may treat DTC (or its nominee) as the sole and exclusive 
Owner of the Book-Entry Bonds registered in its name for the purposes of payment of the principal, 
premium, if any, or interest with respect to the Book-Entry Bonds, selecting the Book-Entry Bonds or 
portions thereof to be redeemed, giving any notice permitted or required to be given to Owners of Book
Entry Bonds under the Indenture, registering the transfer of Book-Entry Bonds, obtaining any. consent or 
other action to be taken by Owners of Book-Entry Bonds and for all other purposes whatsoever, and 
neither the Trustee nor the Authority shall be affected by any notice to the contrary. Neither the Trustee 
nor the Authority shall have any responsibility or obligation to any Participant, any person claiming a 
beneficial ownership interest in the Book-Entry Bonds under or through DTC or any Participant, or any 
other person which is not shown on the Registration Books as being an Owner, with respect to the 
accuracy of any records maintained by DTC or any Participant, the payment by DTC or any Participant of 
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any amount in respect of the principal, premium, if any, or interest with respect to the Book-Entry Bonds, 
any notice which is permitted or required to be given to Owners of Book-Entry Bonds under the 
Indenture; the selection by DTC or any Participant of any person to receive payment in the event of a 
partial redemption of tbe Book-Entry Bonds, or any consent given or other action taken by DTC as Owner 
of Book-Entry Bonds. The Trustee shall pay all principal, premium, if any and interest with respect to the 
Book-Entry Bonds, only to DTC, and all such payments shall be valid and effective to fully satisfy and 
discharge the Authority's obligations with respect to the principal, premium, if any, and interest with 
respect to the Book-Entry Bonds to the extent of the sum or sums so paid. Except under the conditions of 
paragraph (c) below, no person other than DTC shall receive an executed Book-Entry Bond for each 
separate stated marurity. Upon delivery by DTC to the Trustee of written notice to the effectthat DTC has 
determined to substitute a new nominee in place of Cede & Co., and subject to the provisions in the 
Indenture with respect to record dates, the term "Cede & Co." in the lndenrure shall refer to such new 
nominee of DTC. 

(c) In the event (i) DTC, including any successor as securities depository tbe Bonds, 
determines not to continue to act as securities depository for the Bonds, or (ii) the Authority determines 
that the incumbent securities depository shall no longer so act, and delivers a written certificate to the 
Trustee to that effect, then the Authority will· discontinue the book-entry system with the incumbent 
securities depository for the Bonds. If the Authority determines to replace the incumbent securities 
depository.for the Bonds with another qualified securities depository, the Authority shall prepare or direct 
the preparation of a new single, separate fully registered Bond for the aggregate outstanding principal 
amount of Bonds of each marurity, registered in the name of such successor or substirute qualified 
securities depository, or its nominee, or make such other arrangement acceptable to the Authority, the 
Trustee and the successor securities depository for the Bonds as are not inconsistent with the terms of the 
Indenrure. If the Authority fails to identify another qualified successor securities depository for- the Bonds 
to' replace the incumbent securities depository, then the Bonds shall no longer be restricted to being 
registered in the Registration Books in the name of the incumbent securities depository or its nominee, 
but shall be registered in whatever name or names the incumbent securities depository for the Bonds, or 
its nominee, shall designate. In such event the Authority shall execute, and deliver to the Trustee, a 
sufficient quantity of Bonds to carry out the transfers and exchanges provided in the Indenrure. All such 
Bonds shall be in fully registered form in denominations authorized by the Indenrure. 

(d) Notwithstanding any other provision of the Indenrure to the contrary, so long as any 
BookcEntr)' Bond 'is registered in the name of DTC, or Its nominee, all payments with respect'to the 
principal, premium·, if any, and interest with respect to such Book-Entry Bond and all notices with respect 
to such Book-Entry Bond shall be made and g1ven, respectively, as provided in the Letter of 
Representations. . . 

(e) In connection with any notice or other communication to be provided to Owners of Book-
Entry Bonds pursuant to the Indenture by the Authority or the Trustee with respect to any consent or other 
action to be taken by Owners, the Authority or the Trustee, as the case may be, shall establish a record 
date for such consent or other action·and give DTC notice of such record date not less thari 15 calendar 
days in advance of such record date to the extent possible. 

Establishment of Funds 

Establishment of Fund and Accounts. The Trustee shall establish and maintain the following 
special trust funds to be held by the Trustee: the "Monterey County Financing Authority Revenue Bonds, 
Series A (Salinas Valley Water Project) Costs of Issuance Fund" (the "Costs of Issuance Fund"), the 
"Monterey County Financing Authority Revenue Bonds, Series A (Salinas Valley· Water Project) 
Acquisition Fund" (the "Acquisition Fund"), the "Monterey County Financing Authority Revenue Bonds, 
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Series A (Salinas Valley Water Project) Debt Service Fund" (the "Debt Service Fund"), the "Monterey 
County Financing Authority Revenue Bonds, Series A (Salinas Valley Water Project) Reserve Fund" (the 
"Reserve Fund"), the "Monterey County Financing Authority Revenue Bonds, Series A (Salinas Valley 
Water Project) Redemption Fund" (the "Redemption Fund") and the "Monterey County Financing 
Authority Revenue Bonds, Series A (Salinas Valley Water Project) Rebate Fund" (the "Rebate Fund"). 
Within the Debt Service Fund the Trustee shall establish and maintain an Interest Account (the "Interest 
Account") and a Principal Account (the "Principal Account"). 

Use of Moneys in the Costs of Issuance Fund. (a) On the Closing Date, the Trustee shall 
deposit in the Costs of Issuance Fund the amount required, to be deposited therein pursuant to the 
Indenture. 

(b) The moneys in the Costs of Issuance Fund shall be used and withdrawn by the Trustee 
from time to time to pay Costs of Issuance upon submission of a Written Request of the Agency stating 
(i) the Person to whom payment is to be made, (ii) the amount to be paid, (iii) the purpose for which the 
obligation'was incurred, (iv) that such payment is a proper charge against the Costs of Issuance Fund, and 
(v) that such amounts have not been the subject of a prior disbursement from the Costs of Issuance Fund, 
in each case together with a statement or invoice for each amount requested thereunder. On the date that 
is six months after the Closing Date, any amount remaining on deposit in the Costs of Issuance Fund shall 
be withdrawn by the Trustee and transferred to the Acquisition Fund. 

Use ()f Moneys in the Acquisition Fund. (a) On the Closing Date, the Trustee shall deposit in 
the Acquisition Fund the amount required to be deposited therein pursuant to the Indenture. The moneys 
in the Acquisition Fund shall be disbursed from time to time by the Trustee to pay Acquisition Costs. 

(b) The moneys in the Acquisition Fund shall be used and withdrawn by the Trustee from 
time to time to pay the costs of the Project upon submission to the Trustee of a Written Request of the 
Agency stating (i) the Person to whom payment is to be made, (ii) the amount to be paid, (iii) the purpose 
for which the obligation was incurred, (iv) that such payment constitutes a cost of the· Project and is· a 
proper charge against the Acquisition Fund, and (v) that such amounts have not been the subject of a prior 
disbursement from the Acquisition Fund .. 

(c) Upon the· filing of a Written Certificate of the Agency ~tating (i) that the portion of the 
Project to b_e financed from the Acquisition Fund has been completed and that all costs of such Project 
have been paid, or (ii) that such portion of the Project has been substantially completed and that all 
remaining costs of such portion of the. Project have been determined and specifying the amount to be 
retained therefor, .the Trustee shall (A) if the amount remaining in the Acquisition Fund (less any such 
retention) -is equal to or greater than $25,000, transfer the portion of such amount equal to the largest 
integral multiple of $5,000 that is not greater than such amount to the Redemption Fund, to be applied to 
the redemption of Bonds, and (B) after making the transfer, if any, required to be made pursuant to the 
preceding clause (A), transfer all of the amount remaining in the Acquisition Fund (less any such 
retention) to the Bond Fund, to be applied to the payment of interest on the Bonds. 

Authority Revenues 

Pledge and Assignment. Subject only to the provisiOns of the Indenture permitting the 
application thereof for the purposes and on the terms and conditions set forth in the Indenture, all of the 
Authority Revenues and any other amounts (including proceeds of the sale of the Bonds) held in the Debt 
Service Fund, the Reserve Fund and the Redemption Fund are pledged to secure the payment of the 
principal of, premium, if any, and interest on the Bonds in accordance with their terms and the provisions 
of the Indenture. Said pledge shall constitute a first lien on such assets. 
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In· order to secure the pledge of the Authority Revenues contained under this caption, the 
Authority transfers, conveys and assigns to the Trustee, for the benefit of the Owners, all of the . 
Authority?s rights, title and interest under the Installment Purchase Agreement (excepting its right to 
indemnification and its right to receive notices thereunder), including the right to receive Installment 
Payments and the right to exercise any remedies provided therein in the event of a default by the Agency 
thereunder. The Trustee accepts said assignment for the benefit of the Owners subject to the provisions of 
the Indenture. · 

The Trustee shall be entitled to and shall receive all of the Authority Revenues, and any Authority 
Revenues collected or received by the Authority shall be deemed to be held, and to have been collected or 
received, by the Authority as agent of the Trustee and shall forthwith be paid by the Authority to the 
Trustee. 

Debt Service Fund. (a) All Authority Revenues shall, upon receipt thereof by the Trustee, be 
deposited by the Trustee in the Debt Service Fund. All money in the Debt Service Fund, and the accounts 
therein, shall be applied by the Trustee as provided under this caption: On the Closing Date, the Trustee 
shall deposit in the Interest Account the ·amount required to .be deposited therein pursuant to the 
Indenture. 

(b) On each Interest Payment Date, the Trustee shall transfer from the Debt Service Fund and 
deposit in the Interest Account the amount, if any, necessary to cause the amount on deposit therein to be 
equal to the aggregate·amount of interest becoming due and payable. on all Outstanding Bonds on such 
Interest Payment Date. On each Interest Payment Date,· the Trustee shall withdraw from the Interest 
Account for payment to the Owners of the Bonds the interest on the Outstanding Bonds then due and 
payable. 

(c) On each Interest Payment Date on which principal of the Bonds is ·due and payable, 
including principal due and payable by reason of mandatory sinking fund redemption of Term Bonds, the 
Trustee shall transfer from the Debt Service Fund and deposit in the Principal Account the amount, if any, 
necessary to cause the amount on deposit .therein to be equal to the aggregate amount of principal 
becoming due and payable on all Outstanding Bonds on such Interest Payment Date, including principal 
due and payable by reasori of mandatory sinking fund redemption of Term Bonds. On each such Interest 
Payment Date,. the Trustee shall. withdraw from the Principal Account for payment to the Owners of the 
Bonds the principal of the Outstanding Bonds then due and payable, including principal due and payable 
by reason of mandatory sinking fund redemption of Term Bonds. 

· Reserve Fund. · (a) On the Closing Date, the Trustee shall deposit in the Reserve Fund· the. 
amount required to• be deposited therein pursuant to the Indenture. There .shall also be deposited in the 
Reserve Fund payments made by the Agency pursuant to the Installment .. P.urchase Agreement. The 
Trustee shall promptly. notifY the Agency if the amount on deposit in the Reserve Fund is less than the 
Reserve Requirement. 

(b) If, on any Interest Payment Date, the amount on deposit in the Debt Service Fund is not 
sufficient to make the transfers required to be made therefrom pursuant to the Indenture, the Trustee shall, 
to the extent that amounts are available therein, transfer from the Reserve Fund and deposit in the Debt 
Service Fund an amount sufficient to eliminate such deficiency. 

' 
(c) ·If, as a result of the payment of principal of or interest on. the· Bonds, the Reserve 

Requirement is reduced, the Trustee shall ·transfer from the Reserve Fund to'·ihe Debt Service Fund an . 
amount equal to· the amount by which the amount on deposit in the Reserve Fund exceeds the Reserve 
Requirement. 
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(d) · Whenever the balance in the Reserve Fund exceeds the amount required to redeem or pay 
the Outstanding Bonds, including interest accrued to the date of payment or redemption and premium, if 
any, due upon redemption, the Trustee shall, upon receipt of a Written Request of the Authority, transfer 
the amount in the Reserve Fund to the Debt Service Fund or Redemption Fund, as applicable, to be 
applied, on the next succeeding Interest Payment Date to the payment and redemption of all of the 
Outstanding Bonds. 

(e) Whenever Bonds are to be redeemed pursuant to the Indenture, a proportionate share, 
determined as provided below, of the amount on deposit in the Reserve Fund shall, on the date on which 
amounts to redeem such Bonds are deposited in the Redemption Fund or otherwise deposited with the 
Trustee pursuant to the Indenture, be transferred by the Trustee from the Reserve Fund to the Redemption 
Fund or to such deposit held by the Trustee and shall be applied to the redemption of said Bonds; 
provided, however, that such amount shall be so transferred only if and to the extent that the amount 
remaining on deposit in the Reserve Fund will be at least equal to the Reserve Requirement (excluding 
from the calculation thereof said Bonds to be redeemed). Such proportionate share shall be equal to the 
largest integral multiple of $5,000 that is not larger than the amount equal to the product of (i) the amount 
on deposit in the Reserve Fund on the date of such transfer, times (ii) a fraction, the numerator of which is 
the principal amount of Bonds to be so redeemed and the denominator of which is the principal amount of 
Bonds to be Outstanding on the day prior to the date on which such Bonds are to be so redeemed. 

Redemption Fund. Any moneys which, pursuant to the Installment Purchase Agreement, are to 
be used to redeem Bonds pursuant the Indenture shall be deposited by the Trustee in the Redemption 
Fund. The Trustee shall, on the scheduled redemption date, withdraw from the Redemption Fund and pay 
to the Owners entitled thereto an amount equal to the redemption price of the Bonds to be redeemed on 
such date. 

Rebate Fund. (a) There shall be deposited in the Rebate Fund such amounts as are required to 
be deposited therein pursuant to the Tax Certificate, as specified in a Written Request of the Authority. 
All money· at any time deposited in the Rebate Fund shall be held by the Trustee in trust, to the extent 
required to satisfy the Rebate Requirement, for payment to the United States of America. 
Notwithstanding defeasance of the Bonds pursuant to the Indenture or anything to the contrary contained 
in the Indenture, all amounts required to be deposited. into or on deposit in the Rebate Fund shall be 
governed exclusively by the provisions of the Indenture summarized under this caption and by the Tax 
Certificate (which is incorporated in the Indenture by reference). The Trustee shall be deemed 
conclusively to have complied with such provisions if it follows the written directions of the Authority, 
and shall have no liability or responsibility to enforce compliance by the Authority with the terms of the 
Tax Certificate. The Trustee may conclusively rely upon the Authority's determinations, calculations and 
certifications required by the Tax Certificate. The Trustee shall have no responsibility to independently 
make any calculation or detennination or to review the Authority's calculations. 

(b) Any funds remaining in the Rebate Fund after payment in full of all of the Bonds and 
after payment of any amounts described in the provisions of the Indenture summarized under this caption, 
shall, upon receipt by the Trustee of a Written Request of the Authority, be withdrawn by the Trustee and 
remitted to the Authority. 

Investment of Moneys in Funds and Accounts. Except as otherwise provided in the Indenture, 
all moneys in any of the funds or accounts established pursuant to the Indenture and held by the Trustee 
shall be invested by the Trustee solely in Permitted Investments, as directed in a Written Request of the 
Authority received by the Trustee two Business Days prior to the making of such investment. Moneys in 
all funds and accounts held by the Trustee shall be invested in Permitted Investments maturing not later . 
than the date on which it is estimated that such moneys will be required for the purposes specified in the 
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Indenture; provided, however, that Permitted Investments in which moneys in the Reserve Fund are so 
invested shall mature no later than the earlier of five years from the date of investment or the final 
maturity date of the Bonds; provided, further, that if such Permitted Investments may be redeemed at par 
so as to be available on each Interest Payment Date, any amount in the Reserve Fund may be invested in 
such redeemable Permitted Investments maturing on any date on or prior to the final maturity date of the 
Bonds. Absent timely written direction from the Authority, the Trustee shall invest any funds held by it 
in Permitted Investments described in clause (7) of the definition thereof. 

Subject to the Rebate Fund provisions "of the Indenture, all interest, profits and other income 
received from the investment of moneys in any fund or account established pursuant to the Indenture 
(other than the Reserve Fund) shall be retained therein. Subject to the Rebate Fund provisions of the 
Indenture, all interest, profits or other income received from the investment of moneys in the Reserve 
Fund shall, prior to the date on which a Written Certificate of the Agency is delivered to the Trustee 
pursuant to the Indenture, be transferred to the Acquisition Fund and, thereafter, shall be deposited in the 
Debt Service Fund; provided, however, that, notwithstanding the foregoing, any such transfer shall be 
made only if and to the extent that, after such transfer, the amount on deposit in the Reserve Fund is at 
least equal to the Reserve Requirement. 

Permitted Investments acquired as an investment of moneys in any fund or account established 
under the Indenture shall be credited to such fund or account. For the purpose of determining the amount 
·in ·any fund or account, all Permitted Investments credited to such fund shall be valued by the Trustee at 
the ·market value thereof, such valuation to be performed not tess frequently than semiannually on or 
before each February 15 and August 15. The Trustee may utilize and rely upon securities pricing services 
available to it for such valuations, including those available through the Trustee's accounting system. 

The Trustee or an affiliate may act as principal or agent in the making or disposing of any 
investment. . The Trustee shall sell or present for redemption any Permitted Investments so purchased 
whenever it shall be necessary to provide rrioneys to meet any required payment, transfer, withdrawal or 
disbursement from the fund to which such Permitted Investments is credited, and the Trustee shall not be 
liable or responsible for any loss resulting from any investment made or sold pursuant to the provisions of 
the Indenture summarized under this caption. For purposes ·of investment, the Trustee may commingle 
moneys in any of the funds and accounts established under the Indenture. The Tmstee shall furnish the 
Authority periodic cash transaction statements which include detail for· all investment transactions made 
by the Trustee under the Indenture. 

. ' 
Covenants 

· · Punctual Payment and Performance; The Authority shall punctually pay or cause to be paid 
the principal, premium, if any, and interest to become due in respect of all the Bonds; in strict conformity 

· with the terms of the Bonds and of the Indenture, according to the true intent and meaning thereof, but 
only out of the. Authority Revenues and other assets pledged for such payment as provided in the 
Indenture andreceivcd by the Authority or the Trustee. 

Extension of Payment of Bonds. The Authority shall not directly or indirectly extend or assent 
to the extension of the maturity of any of the Bonds or the time of payment of any claims for interest by 
the purchase of such Bonds or by any other arrangement, and in case the maturity of any of the Bonds or 
the time of payment of any such claims for interest shall be extended, such Bonds or claims for interest 
shall not be entitled, in case of any default under the Indenture, to the benefits of the Indenture, except 
subject to the prior payment in full of the principal of all of the Bonds then Outstanding and of all claims 
for interest thereon which shall not have been so extended. Nothing in the provisions of the Indenture 
summarized under this caption shall be deemed to limit the right of the Authority to issue bonds or other 
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obligations for the purpose of refunding any Outstanding Bonds, and such issuance shall not be deemed to 
constitute an extension of maturity of the Bonds. 

Against Encumbrances. The Authority shall not create, or permit the creation of, any pledge, 
lien, charge or other encumbrance upon the Authority Revenues and other assets pledged under the 
Indenture while any of the Bonds are Outstanding, except as permitted by the Indenture. 

Protection of Pledge. The Authority and the Trustee (subject to the provisions of the Indenture) 
shall at all times, to the extent permitted by law, defend, preserve and protect the pledge of th.e Authority 
Revenues and other assets pledged under the Indenture and all the rights of the Owners under the 
Indenture against all claims and demands of all Persons whomsoever. 

Accounting Records and Financial Statements. The Trustee shall at all times keep, or cause to 
be kept, proper books of record and account, prepared in accordance with prudent corporate trust industry 
standards, in which accurate entries shall be made of all transactions made by it relating to the proceeds of 
the Bonds, the Authority Revenues and all funds and accounts established by it pursuant to the Indenture. 
Such books of record and account shall be available for inspection by the Authority, during regular 
business hours and upon reasonable notice and under reasonable circumstances as agreed to by the 
Trustee. The Trustee shall deliver to the Authority a monthly accounting of the funds and accounts it 
holds under the Indenture; provided, however, that the Trustee shall not be obligated to deliver an 
accounting for any fund or account that (a) has a balance of zero, and (b) has not had any activity since 
the last reporting date. 

Collection of Authoritv Revenues. Subject to the provisions of the Indenture, the Trustee shall 
collect and cause to be paid to it all Authority Revenues promptly as such Authority Revenues become 
due and payable, and shall enforce and cause to be enforced all rights of the Trustee under and with 
respect to the Installment Purchase Agreement. 

Tax Covenants. (a) The Authority shall not take any action, or fail.to take any action, if such· 
action or failure to take such action would adversely affect the exclusion from gross income of interest on 
the Bonds under Section I 03 of the Code .. Without limiting the generality of the foregoing, the Authority 
shall comply with the requirements of the Tax Certificate, which is incorporated. in the Indenture as if 
fully set forth in the Indenture. This covenant shall survive payment in full or defeasance of the Bonds., 

(b) In the event that at any time the Authority is of the opinion that for purposes of this 
caption it is necessary or helpful to restrict or limit the yield on the investment of any moneys held by the 
Trustee in any of the funds or accounts established under the Indenture, the Authority shall so instruct the 
Trustee in writing, and the Trustee shall take such action as may be necessary in accordance with such 
instructions. 

(c) Notwithstanding any provisions of the Indenture summarized under. this caption, if the 
Authority shall provide to the Trustee a written opinion of Bond Counsel to the effect that any specified 
action required under the provisions of the Indenture summarized under this caption is no longer required 
or that some further or different action is required to maintain the exclusion from federal income tax of 
interest on the Bonds, the Trustee may conclusively rely on such opinion in complying with the 
requirements of the provisions of the Indenture summarized under this caption and of the Tax Certificate, 
and the covenants under the Indenture shall be deemed to be modified to that extent. 

Continuing Disclosure. Each of the Authority and the Trustee shall comply with and carry out 
all of the provisions of the Continuing Disclosure Agreement applicable to it. Notwithstanding any other 
provision of the Indenture, failure of the Authority or the Trustee to comply with the Continuing 
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Disclosure Agreement shall not be considered an Event of Default; provided, however, that the Trustee 
may (and, at the written direction of any Participating Underwriter or the holders of at least 25% 
aggregate principal amount of Outstanding Bonds, and upon indemnification of the Trustee to its 
reasonable satisfaction, shall) or any holder or beneficial owner of the Bonds may, take such actions as 
may be necessary and appropriate to compel performance, including seeking mandate or specific 
performance by court order. 

Further Assurances. Whenever and so often as requested to do so by the Trustee, the Authority 
shall promptly execute and deliver or cause to be executed and delivered all such other and further 
assurances, documents or instruments, and promptly do or cause to be done all such other and further 
things as may be necessary or reasonably required in order to further and more fully vest in the Owners 
all rights, interests, powers, benefits, privileges and advantages conferred or intended to be conferred 
upon them by the Indenture. 

The Trustee 

Duties, Immunities and Liabilities of Trustee. (a) The Trustee shall, prior to an Event of 
Default, and after the curing or waiver of all Events of Default-.which may have occurred, perform such 
duties and· only such duties as are expressly and specifically set forth in the Indenture. The Trustee shall, 
during the existence of any Event of Default which has not been cured or waived, exercise such of the 
rights and powers vested in it by the Indenture, and use the same degree of care and skill in their exercise, 
as a prudent person would exercise or use under the circumstances in the conduct of such•person's own 
affairs. 

(b) ·So long as no Event of Default has occurred and is continuing, the Authority may remove 
the Trustee at any time, and the Authority shall remove the Trustee if at any time requested to do so by an 
instrument or concurrent instruments in writing signed by the Owners of not less than a majority in 
aggregate principal amount of Bonds then Outstanding or if at any time the Trustee shall become 
incapable of acting, or shall commence a case under any bankruptcy, insolvency or similar law, or a 
receiver of the Trustee or of its property shall be appointed, or any public officer shall take control or 
charge of the Trustee or its property or affairs for· the purpose of rehabilitation, conservatimi or 
liquidation, ·in each case by giving written notice of such removal to the Trustee, and thereupon shall 
appoint a successor Trustee by an instrument in writing. 

(c) "The Trustee• may resign by giving written notice of such resignation to the Authority and 
by giving notice of such resignation by mail, first class postage prepaid, to the Owners at the addresses 
listed in the Registration Books. Upon receiving such notice of resignation, the Authority shall promptly 
appoint a successor Trustee by an instrument in writing. 

(d) Any removal or resignation of the Trustee and appointment of a successor Trustee shall 
become effective upon acceptance of appointment by the successor Trustee. If no successor Trustee shall 
have been appointed and shall have accepted appointment within 60 days of giving notice of removal or 
notice of resignation as aforesaid, the resigning Trustee, at the expense of the Authority, or any Owner 
(on behalf of himself and all other Owners) may petition any court of competent jurisdiction for the 
appointment of a successor Trustee, and such court may thereupon, after such notice (if any) as it may 
deem proper, appoint such successor Trustee. Any successor Trustee appointed under the Indenture shall 
signify its acceptance of such appointment by executing and delivering to the Authority and to its 
predecessor Trustee a written acceptance thereof, and thereupon such successor Trustee, without any 
further act, deed or conveyance, shall become vested with all the moneys, estates, properties, rights, 
powers, trusts, duties and obligations of·such predecessor Trustee, with like effect as if originally named 
Trustee in the Indenture; but, nevertheless, at the written request of the Authority or of the successor 
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Trustee, such predecessor Trustee shall execute and deliver any and all instruments of conveyance or 
further assurance and do such other things as may reasonably be required for more fully and certainly 
vesting in and confirming to such successor Trustee all the right, title and interest of such predecessor 
Trustee in and to any property held by it under the Indenture and shall pay oven, transfer, assign and 
deliver to the successor Trustee any money or other property subject to the trusts and conditions set forth 
in the Indenture. Upon request of the successor Trustee, the Authority shall execute and deliver any and 
all instruments as may be reasonably required for more fully and certainly vesting in and confirming to 
such successor Trustee all such moneys; estates, properties, rights, powers, trusts, duties and obligations. 
Upon acceptance of appointment by a successor Trustee as provided in this paragraph, such successor 
Trustee shall mail a notice of the succession of such Trustee to the trusts under the Indenture by first class 
mail, postage prepaid, to the Owners at their addresses listed in the Registration Books. 

(e) The Trustee shall be a trust company, national banking association or bank having trust 
powers in good standing in or incorporated under the laws of the United States or any state thereof, 
having (or if such bank or trust company is a member of a bank holding company system, its parent bank 
holding company shall have) a combined capital and surplus of at least $75,000,000, and subject to 
supervision or examination by federal or state agency. If such bank, national banking association or trust 
company publishes a report of condition at least annually, pursuant to ·law or to the requirements of any 
supervising or examining agency above referred to, then for the purpose of this paragraph the combined 
capital and surplus of such bank, national banking association or trust company shall be deemed to be its 
combined capital and surplus as set forth in its most recent report of condition so published. In case at any 
time the Trustee shall cease to be eligible in accordance with the provisions of this paragraph (e), the 
Trustee shall resign promptly in the manner and with the effect specified under this caption. 

(f) No provision in the Indenture shall require the Trustee to risk or expend its own funds or 
otherwise incur any financial liability in the performance of any of its duties under the Indenture. 

(g) The Trustee shall not be accountable for the use or application by the Authority,. the 
Agency or any other party of any funds which the Trustee has released under the Indenture. 

(h) The Trustee shall not be responsible for the sufficiency, timeliness or enforceability of 
the Authority Revenues. 

(i). The Trustee may employ attorneys, agents or receivers in the performance of any of its 
duties under the Indenture and shall not be answerable for the misconduct of any such attorney, agent or 
receiver selected by it with reasonable care. 

Merger or Consolidation. Any company into which the Trustee may be merged or converted or 
with which it may be consolidated or any company resulting from any merger, conversion or 
consolidation to which it shall be a party or any company to which the Trustee may sell or transfer all or 
substantially all of its corporate trust business, provided such company shall be eligible under the 
provisions of the Indenture summarized by paragraph (e) under caption "- Duties, Immunities and 
Liabilities of Trustee,", shall succeed to the rights and obligations of such Trustee without the execution 
or filing of any paper or any further act, anything in the Indenture to the contrary notwithstanding. 

Compensation and Indemnification. The Authority shall pay the Trustee, or cause the Trustee 
to be paid, reasonable compensation for its services rendered under the Indenture and shall reimburse the 
Trustee for reasonable exp·enses incurred by the Trustee in the performance of.its obligations under the 
Indenture. 
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The Authority agrees, to the extent permitted by law, to indemnity the Trustee and its respective 
officers, directors, members, employees, attorneys and agents for, and to hold them harmless against, any 
loss, liability or expense (including attorneys' fees) incurred without negligence or misconduct on their 
part arising out of or in connection with the acceptance or administration of the trusts imposed by the 
Indenture, including performance of their duties under the Indenture, including the costs and expenses of 
defending themselves against any claims or liability in connection with the exercise or performance of 
any of their powers or duties under the Indenture. Such indemnity shall survive the termination or 
discharge of the Indenture and resignation or removal of the Trustee. 

Liability of Trustee. (a) The recitals of facts in the Indenture and in the Bonds contained shall 
be taken as statements of the Authority, and the Trustee assumes no responsibility for the correctness of 
the same, and makes no representations as to the validity or sufficiency of the Indenture, the Installment 
Purchase Agreement or of the Bonds, and shall incur no responsibility in respect thereof, other than in 
connection with the duties or obligations in the Indenture or in the Bonds assigned to or imposed upon it. 
The Trustee shall, however, be responsible for its representations contained in its certificate of 
authentication on the Bonds. The Trustee shall not be liable in connection with the performance of its 
duties under the Indenture, except for its own negligence or willful misconduct. The Trustee may become 
the Owner of Bonds with the same rights it would have if it were not Trustee or and, to the extent 
permitted by law, may act as depositary for and permit any of its officers or directors to act as a member 
of, or in any other capacity with respect to, any committee formed to protect the rights of Owners, 
whether or not such committee shall represent the Owners of a majority in aggregate principal amount of 
Bonds then Outstanding. 

(b) The Trustee shall not be liable for any error of judgment made in good faith by a 
responsible officer, unless the Trustee shall have been negligent in ascertaining the pertinent facts. 

(c) The Trustee shall not be liable with respect to any action taken or omitted to be taken by 
it in good faith in accordance with the direction of the Owners of not less than a majority in aggregate 
principal amount of Bonds at the time Outstanding relating to the time, method and place of conducting 
any proceeding for any remedy available to the Trustee, or exercising any trust or power conferred upon 
the Trustee under the Indenture. 

(d) The Trustee shall not be liable for any action taken by it in good faith and believed by it 
to be authorized or within the discretion or rights or powers conferred upon it by the Indenture, except for 
actions arising from the negligence or willful misconduct of the Trustee. The permissive right of the 
Trustee to do things enumerated under the Indenture shall not be construed as a mandatory duty. 

(e) The Trustee shall have no responsibility or liability with respect to any information, 
statements or recital in any offering memorandum or other disclosure material prepared or distributed 
with respect to the issuance of the Bonds,· 

(f) . The Trustee shall not be deemed to have knowledge of any default or Event of Default 
under the Indenture or under the Installment Purchase Agreement unless it has actual knowledge thereof. 

Right to Rely on Documents. The Trustee shall be protected in acting upon any notice, 
resolution, request, requisition, consent, order, certificate, report, opinion, bond. or other paper or 
document believed by it to be genuine· and to have been signed or presented by the proper party or parties. 
The Trustee· may, consult with counsel, who may be counsel of or to·the Authority, with regard to legal 
questions, and the opinion of such counsel shall be full and complete authorization and protection in 
respect of any action taken or suffered by it under the Indenture in good faith and in accordance 
therewith. 
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The Trustee may rely upon a .facsimile transmission of a Written Request of the Authority, 
Written Request of the Agency with regard to any instruction for any transfer, disbursement or investment 
of funds held by the Trustee. The Authority or the Agency, as applicable, shall confirm such transmission 
promptly in writing by mail. 

Whenever in the administration of the trusts imposed upon it by the Indenture the Trustee shall 
deem it necessary or desirable that a matter be proved or established prior to taking or suffering any 
action under the Indenture, such matter (unless other evidence in respect thereof be specifically prescribed 
in the Indenture) may be deemed.to be'conclusively proved and established by an Written Certificate of 
the Authority, and such Written Certificate of the Authority shall be full warrant to the Trustee for any 
action taken or suffered in good faith under the provisions of the Indenture in reliance upon such Written 
Certificate of the Authority, but in its discretion the Trustee may, in lieu thereof, accept other evidence of 
such matter or may require such additional evidence as to it may seem reasonable. 

Preservation and Inspection of Documents. All documents received by the Trustee under the 
provisions of the Indenture shall be retained in its possession and shall be subject at all reasonable times 
to the inspection of the Authority, the Agency and any Owner, and their agents and representatives duly 
authorized in writing, at reasonable hours and under reasonable conditions. 

Supplemental Indentures 

Supplemental Indentures. (a) The Indenture and the rights and obligations of the Authority, 
the Owners of the Bonds and the Trustee may be modified or amended from time to time and at any time 
by a Supplemental Indenture, which the Authority and the Trustee may enter into with the written consent 
the Owners of a majority in aggregate principal amount of all Bonds then Outstanding, which shall have 
been filed with the Trustee. No such modification or amendment shall (i) extend or have the effect of 
extending the fixed maturity of any Bond or reducing the amount of principal thereof or reducing any 
premium payable upon the redemption thereof or modifying the rights of redemption with respect thereto; 
without the express consent of the Owner of such Bond, (ii) reduce or have the effect of reducing the 
interest rate on any Bond or extending the time of payment of interest thereon, without the express 
consent of the Owner of such Bond, (iii) reduce or have the effect of reducing the percentage of the 
principal amount of Bonds required for the affirmative vote or written consent to an amendment or 
modification of any of the Indenture, or (iv) modify any of the rights or obligations of the Trustee without 
its written assent thereto. 

(b) The Indenture and the rights and obligations of the Authority, the Trustee and the Owners 
of the Bonds may also be modified or amended from time to time and at any time by a Supplemental 
Indenture, which the Authority and the Trustee may enter into without the consent of any Owners for any 
one or more of the following purposes: 

(i) to add to the covenants and agreements of the Authority in the Indenture 
contained other covenants and agreements thereafter to be observed, to pledge or assign 
additional security for the Bonds, or to surrender any right or power reserved to or conferred upon 
the Authority in the Indenture; 

(ii) to make such provisions for the purpose of curing any ambiguity, inconsistency 
or omission, or of curing or correcting any defective provision contained in the Indenture; 

(iii) so as to permit the qualification of the Indenture under the Trust Indenture Act of 
1939, as amended, or any similar federal statute hereafter in effect, and to add such other terms, 
conditions and provisions as may be permitted by said act or similar federal statute; 
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(iv) so as to cause interest on the Bonds to be excludable from gross income for 
purposes of federal income taxation by the United States of America; and 

(v) in any other respect whatsoever as the Authority may deem necessary or 
desirable, provided that such modification or amendment does not materially adversely affect the 
interests of the Owners under the Indenture. 

(c) Promptly after .the execution by the Authority and the Trustee of .any Supplemental 
Indenture, the Trustee shall mail a notice (the form of which shall be furnished to the Trustee by the 
Authority), by first class mail postage prepaid, ·setting forth in general terms the substance of such 
Supplemental Indenture, to the Owners of the Bonds at the respective addresses shown on the 
Registration Books. Any failure to give such notice, or any defect therein, shall not, however, in any way 
impair or affect the validity of any such Supplemental Indenture. 

Effect of Supplemental Indenture. Upon the execution of any Supplemental Indenture pursuant 
to the Indenture, the Indenture shall be deemed to be modified and amended in accordance therewith, and 
the respective rights, duties and obligations under the Indenture of the Authority, the Trustee and all 
Owners of Bonds Outstanding shall thereafter be determined, exercised and enforced under the Indenture 
subject in all respects to such modification and amendment, and all the terms and conditions of any such 
Supplemental Indenture shall be deemed to be part of the terms and conditions of the Indenture for any 
and all purposes. 

Endorsement of Bonds; Preparation of New Bonds. Bonds delivered after the execution of 
any Supplemental Indenture pursuant to the Indenture may, and if the Authority so determines shall, bear 
a notation by endorsement or otherwise in form approved by the Authority and the Trustee as to any 
modification or amendment provided for in such Supplemental Indenture, and, in that case, upon demand 
of the Owner of any Bonds Outstanding at the time of such execution and presentation of such Owner's 
Bonds for the purpose at the Office of the Trustee a suitable notation shall be made on such Bonds. If the 
Supplemental Indenture shall so provide, new Bonds so modified as to conform, in the opinion of the 
Authority and the Trustee, to any modification or amendment contained in such Supplemental Indenture, 
shall be prepared and executed by the Authority and authenticated by the Trustee, and upon demand of 
the Owners of any Bonds then Outstanding shall be exchanged at the Office of the Trustee, without cost 
to any Owner, for Bonds then Outstanding, upon surrender for cancellation of such Bonds, in equal 
aggregate principal amount of the same interest rate and maturity. 

Amendment of Particular Bonds. The provisions of the provisions relating to Supplemental 
Indentures of the Indenture shall not prevent any Owner from accepting any amendment as to the 
particular Bonds held by such Owner. 

Events of Default and Remedies 

Events of Default. The following shall be Events of Default under the Indenture, and Event of 
Default shall mean any one or more of the following events: 

(a) if default shall be made in the due and punctual payment of the interest on any Bond 
when and as the same shall become due and payable; 

(b) if default shall be made in the due and punctual payment of the principal of or premium, 
if any, on.any Bond when and as the same shall become due and payable, whether at maturity as therein 
expressed or by proceedings for redemption; 
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· (c) .If default shall be made by the Authority in the observance of any of the other covenants, 
agreements of conditions on its part in the Indenture or in the Bonds contained, and such default shall 
have continued for a period of 30 days after written notice thereof, specifying such default and requiring 
the same to be remedied, shall have been given to the Authority by the Trustee, or to the Authority and 
the Trustee by the Owners of not less than 5% in aggregate principal amount of Bonds Outstanding; 
provided, however, that if in the reasonable opinion of the Authority the failure stated in the notice can be 
corrected, but not within such 30 day period, such failure shall not constitute an Event of Default if 
corrective action is instituted by the Authority within such 30 day period and the Authority shall 
thereafter diligently and in good faith cure such failure in a reasonable period oftime; 

(d) if any Event of Default shall have occurred and be continuing under the Installment 
Purchase Agreement; or 

(e) if the Authority shall file a petition or answer seeking arrangement or reorganization 
under the federal bankruptcy laws or any other applicable law of the United States of America or any state 
therein, or if a court of competent jurisdiction shall approve a petition filed with or without the consent of 
the Authority seeking arrangement or reorganization under the federal bankruptcy laws or any other 
applicable law of the United States of America or any state therein, or if under the provisions of any other 
law for the relief or aid of debtors any court of competent jurisdiction shall assume custody or control of 
the Authority or of the whole or any substantial part of its property. 

Proceeding by Trustee. Upon the happening and continuance of any Event of Default, the 
Trustee in its discretion may, and at the written request of the Owners of not less than a majority in 
aggregate amount of Bonds Outstanding shall (but only to the extent indemnified to its satisfaction from 
fees and expenses, including attorneys' fees), do the following: 

(a) by mandamus, suit, action or proceeding, to compel the Authority and its officers, agents 
or employees to perform each and every term, provision and covenant contained in the Indenture and in 
the Bonds, and to require the carrying out of any or all such covenants and agreements of the Authority 
and the fulfillment of all duties imposed upon it by the Indenture, 

•" 

(b) by suit, action or proceeding in equity, to enjoin any acts or things which are unlawful, or 
the violation of any of the Trustee's or Bond Owner's rights; and 

(c) by suit, action or proceeding in any court of competent jurisdiction, to require the 
Authority and its officers and employees to account as if it and they were the trustees of an express trust. 

Application of Revenues After Default. If an Event of Default shall occur and be continuing, 
all Authority Revenues and any other funds thereafter received by the Trustee under any of the provisions 
of the Indenture shall be applied by the Trustee as follows and in the following order: 

(a) To the payment of any expenses necessary in the opinion of the Trustee to protect the 
interests of the Owners of the Bonds and payment of reasonable fees, charges and expenses of the Trustee 
(including reasonable fees and disbursements of its counsel) incurred in and about the performance of its 
powers and duties under the Indenture; 

(b) To the payment of the principal of and interest then due with respect to the Bonds (upon 
presentation of the Bonds to be paid, and stamping thereon of the payment if only partially paid, or 
surrender thereof if fully paid) subject to the provisions of the Indenture, as follows: 
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First: To the payment to the Persons entitled thereto of all installments of interest then due 
in the order of the maturity of· such installments and, if the amount available shall not be sufficient to 
pay in full any installment or installments maturing on the same date, then to the payment thereof 
ratably, according to the amounts due thereon, to the Persons entitled thereto, without any 
discrimination or preference; and 

Second: To the payment to the Persons entitled thereto of the unpaid principal of any Bonds 
which shall have become due, whether at maturity or by call for redemption, with interest on the 
overdue principal at the rate borne by the respective Bonds on the date of maturity or redemption, 
and, if the amount available shall not be sufficient to pay in full all the Bonds, together with such 
.interest, then to the payment thereof ratably, according to the amounts of principal due on such date 
to the Persons entitled thereto, without any discrimination or preference. 

(c) Any remaining funds shall be transferred by the Trustee to the Debt Service Fund. 

Power of Trustee to Enforce. All rights of action under the Indenture or the Bonds or otherwise 
may be prosecuted and enforced by the Trustee without the possession of any of the Bonds or the 
production thereof in any proceeding relating thereto, and any such suit, action or proceeding instituted by 
the Trustee shall be brought in the name of the Trustee for the benefit and protection of the Owners of 
such Bonds, subject to the provisions of the Indenture. 

Bond Owners Direction of Proceedings. Anything in the Indenture to the contrary 
notwithstanding, the Owners of a majority in aggregate principal amount of the Bonds then Outstanding 
shall have the right, by an instrument or concurrent instruments in writing executed and delivered to the 
Trustee, and upon indemnification of the Trustee to its reasonable satisfaction, to direct the method of 
conducting all remedial proceedings taken by the Trustee under the Indenture, provided that such 
direction shall not be otherwise than in accordance with law and the provisions of the Indenture, and that 
the Trustee shall have the right to decline to follow any such direction which in the opinion of the Trustee 
would be unjustly prejudicial to Owners not parties to such direction. 

Rights of Owners. No Owner of any Bonds shall have the right to institute any suit, action or 
proceeding at law or in equity, for the protection or enforcement of any right or remedy under the 
Indenture or applicable law with respect to such Bonds, unless (a) such Owner shall have given to the 
Trustee written notice of the occurrence of an Event of Default, (b) the Owners of a majority in aggregate 
principal amount of the Bonds then Outstanding shall have made written request upon the Trustee to 
exercise the powers granted in the Indenture or to institute such suit, action or proceeding in its own 
name, (c) such Owner or said Owners shall have tendered to the Trustee indemnity against the costs, 
expenses and liabilities to be incurred in compliance with such request, and (d) the Trustee shall have 
refused or omitted to comply with such request for a period of 60 days after such written request shall 
have been received by, and said tender of indemnity shall have been made to, the Trustee. 

Such notification, request, tender of indemnity and refusal or omission are declared, in every 
case, to be conditions precedent to the exercise by any Owner of Bonds of any remedy under the 
Indenture or under law; it being understood and intended that no one or more Owners of Bonds shall have 
any right in any manner whatever by his or their action to affect, disturb or prejudice the security of the 
Indenture or the rights of any other Owners of Bonds, or to enforce any right under the Bonds, the 
Indenture or applicable law with respect to the Bonds, except in the manner provided in the Indenture, 
and that all proceedings at law or in equity to enforce any such right shall be instituted, had> and 
maintained in the manner provided in the Indenture and for the benefit and protection of all Owners of the 
Outstanding Bonds, subject to the provisions of the Indenture. 
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. Absolute Obligation. Nothing in the Indenture or in the Bonds contained shall affect or impair 
the obligation of the Authority, which is absolute and unconditional, to pay the principal of and interest 
on the Bonds to the respective Owners of the Bonds at their respective dates of maturity, or upon call for 
redemption, as provided in the Indenture, but only out of the Authority Revenues and other assets pledged 
in the Indenture therefor and received by the Authority or the Trustee, or affect or impair the right of such 
Owners, which is also absolute and unconditional, to enforce such payment by virtue of the contract 
embodied in. the Bonds. 

Termination of Proceedings. In case any proceedings taken by the Trustee or any one or more 
Bond Owners on account of any Event of Default shall have been discontinued or abandoned for any 
reason or shall have been determined adversely to the Trustee or the Bond Owners, then in every such 
case the Authority, the Trustee and the Bond Owners, subject to any determination in such proceedings, 
shall be restored to their former positions and rights under the Indenture, severally and respectively, and 
all rights, remedies, powers and duties of the Authority, the Trustee and the Bond Owners shall continue 
as though no such proceedings had been taken. 

Remedies Not Exclusive. No remedy in the Indenture conferred upon or reserved to the Trustee 
or to the Owners of the Bonds is intended to be exclusive of any other remedy or remedies, and each and 
every such remedy, to the extent permitted by law, shall be cumulative and in addition to any other 
remedy given under the Indenture or now or hereafter existing at law or in equity or otherwise. · 

No Waiver of Default. No delay or omission of. the Trustee or of any Owner of the Bonds to 
exercise any right or power arising upon the occurrence of any default shall impair any such right or 
power or shall be construed to be a waiver of any such default or an acquiescence therein, and every 
power and remedy given by the Indenture to the Trustee or to the Owners of the Bonds may be exercise.d 
from time to time and as often as may be deemed expedient. 

Defeasance 

Discharge of Bonds. (a) If the Authority shall pay or cause to be paid or there shall otherwise 
be paid to the Owners of all Outstanding Bonds the interest thereon and the principal thereof and the 
redemption premiums, if. any, thereon at the times and in the manner stipulated therein; then the Owners 
of such Bonds ·shall cease to be entitled to the pledge of the Authority Revenues as provided in the 
Indenture, and all agreements, covenants and other obligations. of the Authority to the Owners of such 
Bonds under the Indenture shall thereupon cease, terminate and become void and be discharged and 
satisfied. In such.event, the Trustee shall execute and deliver to the Authority all such instruments as may 
be necessary or desirable to. evidence such discharge and satisfaction, and the Trustee shall pay over or 
deliver to the Authority all money or securities held by it pursuant to the Indenture which are not required 
for the payment of the interest on and principal of and redemption premiums, if any, on such Bonds. 

Subject to the provisions of the above paragraph, when any of the Bonds shall have been paid and 
if, at the time of such payment, the Authority shall have kept, performed and observed all the covenants 
and promises in such Bonds and in the Indenture required or contemplated to be kept, performed and 
observed by the Authority or on its part on or prior to that time, then the Indenture shall be considered to 
have been discharged in respect of such Bonds and such Bonds shall cease to be entitled to the lien of the 
Indenture and such lien and all covenants, agreements and other obligations of the Authority under the 
Indenture shall cease, terminate become void and be completely discharged as to such Bonds. 

Notwithstanding the satisfaction and discharge of the Indenture or the discharge of the Indenture 
in respect of any Bonds, those provisions of the Indenture relating to the maturity of the Bonds, interest 
payments and dates thereof, exchange and transfer of Bonds, replacement of mutilated, destroyed, lost or 
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stolen Bonds, the safekeeping and cancellation of Bonds, nonpresentment of Bonds, and the dl,!ties of the 
Trustee in connection with all of the foregoing, remain in effect and shall be binding upon the Trustee and 
the Owners of the Bonds and the Trustee shall continue to be obligated to hold in trust any moneys or 
investments then held by the Trustee for the payment of the principal of, redemption premium, if any, and 
interest on the Bonds, to pay to the Owners of Bonds the funds so held by the Trustee as and when such 
payment becomes due. Notwithstanding the satisfaction and ·discharge of the Indenture or the discharge 
of the Indenture in respect of any Bonds, those provisions of the Indenture relating to the compensation of 
the Trustee shall remain in effect and shall be binding upon the Trustee and the Authority. 

(b) Any Outstanding Bonds shall prior to the maturity date or redemption date thereof be 
deemed to have been paid within the meaning of and with the effect expressed in paragraph (a) above if 
(i) in case any of such Bonds are to be redeemed on any date prior to their maturity date, the Authority 
shall have given to the Trustee in form satisfactory to it irrevocable instructions to mail, on a date in 
accordance with the provisions of the Indenture, notice of redemption of such Bonds on said redemption 
date, said notice to be given in accordance with the Indenture, (ii) there shall have been deposited with the 
Trustee either (A) money in an amount which shall be sufficient, or (B) Defeasance Securities, the interest 
on and principal of which when paid will provide money which, together ·with .the money, if any, 
deposited with the Trustee at the same time, shall, .. as verified by an independent certified public 
accountant, be sufficient to pay when due the interest to become due on such Bond on and prior to the 
maturity date or redemption date thereof, as the case may be, and the principal of and redemption 
premiums, if any, on such Bonds, and (iii) in the event such Bonds are not by their terms subject to 
redemption within the next succeeding 60 days, the Authority shall have given the Trustee in form 
satisfactory to it irrevocable instructions to mail as soon as practicable, a notice to the Owners of such 
Bonds that the deposit required by clause (ii) above has been made with the Trustee and 'that such Bonds 
<lre deemed to have been paid in accordance with this caption and stating the maturity date or redemption 
date upon which money is to be available for the payment of the principal of and redemption premiums, if 
~ny, on such Bonds. 

(c) No Bond shall be deemed to have been paid pursuant to clause (ii) of paragraph (b) above 
unless the Authority shall·have caused to be delivered (i) an executed copy of a Verification Report with 
respect to such deemed payment, addressed to the Authority, the Agency, the Trustee and the Insurer, in 
form and in substance acceptable to the Authority, the Agency, the Trustee and the Insurer, (ii) a copy of 
the escrow agreement entered into in connection with the deposit pursuant to clause (ii)(B) of paragraph 
(b) above resulting in such deemed payment, which escrow agreement shall provide (A) that no 
substitution of Defeasance Securities shall be permitted except with oilier Defeasance Securities and upon 
delivery of a new Verification Report and no reinvestment of Defeasance Securities shall be permitted 
except as contemplated by the original Verification Report or upon delivery of a new Verification Report, 
and shall be acceptable in form and substance to the Insurer, (B) that the Authority will not exercise any 
optional redemption of Bonds secured by the escrow agreement or any other redemption other than 
mandatory sit;king fund redemptions unless (I) the right to make any such redemption has been expressly 
reserved in the escrow agreement and such reservation has been disclosed in detail in the official 
statement for the refunding bonds, and (II) as a condition of any such redemption there shall be provided 
to the Insurer a Verification Report as to the sufficiency of escrow receipts without reinvestment to meet 
the escrow requirements remaining following such redemption, and (C) the Authority shall not amend the 
escrow agreement or enter into a forward purchase agreement or other agreement with respect to rights in 
the escrow without the prior written consent of the Insurer, and (iii) a copy of an Opinion of Counsel, 
dated the date of such deemed payment and addressed to the Authority, the Agency, the Trustee and the 
Insurer, in form and in substance acceptable to the Authority, the Agency, the Trustee and the Insurer, to 
the effect that (A) such Bond has been paid within the meaning and with the effect expressed in the 
Indenture, and all agreements, covenants and other obligations of the Authority under the Indenture as to 
such Bond have ceased, terminated, become void and been completely discharged and satisfied, (B) the 
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defeasance of such Bond will not, in and of itself, cause interest on the Bonds or the refunding bonds to 
be included in,gross income for federal income tax purposes, and (C) such escrow agreement constitutes 
the valid and binding obligation of the Authority, enforceable in accordance with its terms, except as 
enforcement may be limited by bankruptcy, insolvency, reorganization, moratorium and other similar 
laws affecting creditors rights and by the application of equitable principles and by the exercise of judicial 
discretion in appropriate cases and subject to, the limitations, on legal remedies against governmental 
entities such as the Authority in the State. 

Unclaimed Money. Anything contained in the Indenture to the contrary notwithstanding, the 
Trustee shall notify the Authority of any money held by the Trustee in trust for the payment and discharge 
of any of the Bonds which has remained unclaimed for two years after the date when such Bonds have 
become due and payable, either at their stated maturity dates or by call for redemption prior to maturity, if 
such money was held by the Trustee at such date, or for two years after the date of deposit of such money 
if deposited with the Trustee. The Trustee shall repay such -money to the Authority as its absolute 
property free from trust, and the Trustee shall thereupon be released and discharged with respect thereto 
and the Owners shall look only to the Authority for the payment of such Bonds. 

Insurance Policy Provisions 

Notices and Other Information. (a) Any notice that is required to be given to the Owners or to 
the Trustee pursuant to the Indnture shall also be provided to the Insurer, simultaneously with the sending 
of such notices. The Authority shall provide or cause to be provided to the Insurer each Annual Report (as 
defined in the Continuing Disclosure Agreement) and each notice given pursuant to the Continuing 
Disclosure Agreement regarding the occurrence of any of the events specified therein, simultaneously 
with the filing of such Annual Report pursuant to the Continuing Disclosure Agreement .or the giving of 
such notice pursuant thereto. 

(b) The Insurer shall have the right to receive such additional information as it may 
reasonably request. 

(c) The Trustee shall notify the Insurer of any failure of the Authority or the Agency to 
provide notices, certificates and. other information under the Indenture or the Installment Purchase 
Agreement. The Trustee shall immediately notify the Insurer of any draw on the Reserve Fund. 

Bonds to Remain Outstanding. In the event that .the principal or int~rest due. on the Bonds shall 
be paid by the Insurer pursuant to the Insurance Policy, the Bonds shall remain outstanding for all 
purposes, not be defeased or otherwise satisfied and not be considered paid by the Authority, and the 
pledge of the assets under the lnden.ture and all covenants, agreements and other obligations of the 
Authority to the Owners shall continue to exist and shall run to the benefit of the Insurer, and the Insurer 
shall be subrogated to the rights of such Owners, including, without limitation, to the extent permitted by 
law, any rights that such Owners may have in respect" of securities law violations arising from the offer 
and sale of the Bonds. 

Trustee. (a) The Insurer shall receive prior written notice of any name change of the Trustee or 
the resignation, removal or termination of the Trustee. 

(b) No resignation, removal or termination of the Trustee shall take effect until a successor, 
acceptable to the Insurer, shall be appointed. 

(c) The Trustee may be removed at any time at the request of the Insurer for any breach of its 
obligations under the Indenture. 
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Supplemental Indentures; Effect on Owners. With respect to Supplemental Indentures which 
do not require the consent of the Owners, the Insurer must be given prior written notice of any such 
Supplemental Indenture. With respect to Supplemental Indentures which do require the consent of the 
Owners, so long as no Insurer Default has occurred and is continuing, the Insurer's prior written consent 
is required. A copy of any Supplemental Indenture which is consented to by the Insurer shall be sent to 
the rating agencies that have assigned a rating to the Bonds. Notwithstanding any other provision of the 
Indenture, in determining whether the rights of Owners will be adversely affected by any action taken 
pursuant to the terms and provisions of the Indenture, the Trustee shall consider the effect on the Owners 
as if there were no Insurance Policy.• 

Control Rights. (a) So long as no Insurer Default has occurred and is continuing, the Insurer 
shall be deemed to be the Owner of all of the Bonds for purposes of (i) exercising all remedies and 
directing the Trustee to take actions or for any other purposes following an Event of Default, and 
(ii) granting any consent, direction or approval or taking any action permitted by or required under the 
Indenture to be granted or taken by the Owners. 

(b) Anything in the Indenture to the contrary notwithstanding, upon the occurrence and 
continuance of an Event of Default, so long as no Insurer Default has occurred and is continuing, the 
Insurer shall be entitled to control and direct the enforcement of all rights and remedies granted to the 
Owners or the Trustee for the benefit of the Owners under the Indenture. 

Consent Rights. (a) Any provision of the Indenture expressly recognizing or granting rights in 
or to. the Insurer may not be amended in any manner that affects the rights of the Insurer under the 
Indenture without the prior written consent of the Insurer. 

(b) Wherever the Indenture requires the consent of Owners, so long as no Insurer Default has 
occurred and is continuing, the Insurer's consent shall also be required. 

(c) Any reorganization or liquidation plan with respect to the Authority must be acceptable 
to the Insurer. In the event of any reorganization or liquidation, so long as no Insurer Default has 
occurred and is continuing, the Insurer shall have the right to vote on behalf of all Owners, absent a 
default by the Insurer under the Policy. 

Payment Procedures under the Insurance Policy. (a) At least two Business Days prior to each 
payment date on the Bonds, the Trustee shall determine whether there will be sufficient funds to pay all 
principal of and interest on the Bonds due on the related payment date and shall immediately notify the 
Insurer or its designee on the same Business Day by telephone or electronic mail, confirmed in writing by 
registered or certified mail, of the amount of any deficiency. Such notice shall specify the amount of the 
anticipated deficiency, the Bonds to which such deficiency is applicable and whether such Bonds will be 
deficient as to principal or interest or both. If the .deficiency is made up in whole or in part prior to or on 
the payment date, the Trustee shall so notify the Insurer or its designee. 

(b) The Trustee shall, after giving notice to the Insurer as provided above, make available to 
the Insurer and, at the Insurer's direction, to any fiscal agent designated by the Insurer (a "Fiscal Agent"), 
the Registration Books and all records relating to the funds maintained under the Indenture. 

(c) The Trustee shall provide the Insurer and any Fiscal Agent with a list of Owners entitled 
to receive principal or interest payments from the Insurer under the terms of the Insurance Policy, and 
shall make arrangements with the Insurer, such Fiscal Agent or another designee of the Insurer to (i) mail 
checks or drafts to the Owners entitled. to receive full or partial· interest payments from the Insurer, and 
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(ii) pay principal upon Bonds surrendered to the Insurer, the Fiscal Agent or another designee of the 
Insurer by the Owners entitled to receive full or partial principal payments from. the Insurer. 

(d) The Trustee shall, at the time it provides notice to the Insurer of any deficiency pursuant 
to paragraph (a) above, notify each Owner entitled to receive the payment of principal or interest thereon 
from the Insurer (i) as to such deficiency and its entitlement to receive principal or interest, as applicable, 
(ii) that the Insurer will remit to such Owner all or a part of the interest payments due on the related 
payment date upon proof of such Owner's entitlement thereto and delivery to the Insurer or any Fiscal 
Agent, in form satisfactory to the Insurer, of an appropriate assignment of such Owner's right to payment, 
(iii) that, if such Owner is entitled to receive partial payment of principal from the Insurer, such Owner 
must surrender its Bond for payment first to the Trustee, which will note on such Bond the portion of the 
principal paid by the Trustee and second to the Insurer or its designee, together with an appropriate 
assignment, in form satisfactory to the Insurer, to permit ownership of such Bond to be registered in the 
name of the Insurer, which will then pay the unpaid portion of principal, and (iv) that, if such Owner is 
entitled to receive full payment of principal from the Insurer, such Owner must-surrender its Bond for 
payment to the Insurer or its designee, rather than the Trustee, together with the an appropriate 
assignment, in form satisfactory to the Insurer, to permit ownership of such Bond to be registered in the 
name of the Insurer. 

(e) If the Trustee has notice that any Owner has been required to disgorge payments of 
principal of or interest on the Bonds previously Due for Payment (as defined in the Insurance Policy) 
pursuant ·to a final non-appealable order by a court of competent jurisdiction that such payment 
constitutes an avoidable preference to such Owner within the meaning of any applicable bankruptcy laws, 
then the Trustee shall notify the Insurer or its designee of such fact by telephone or electronic notice, 
confirmed in writing by registered or certified mail. 

(f) The Trustee is irrevocably designated, appointed, directed and authorized to act as 
attorney-in-fact for the Owners as follows: 

(i) if and to the extent there is a deficiency in amounts required to pay interest on the 
Bonds, the Trustee shall (A) execute and deliver to the Insurer, in form satisfactory to the Insurer, 
an instrument appointing the Insurer as agent for such 'Owners in any legal proceeding related to 
the payment of such interest and an assignment to the Insurer of the claims for interest to which 
such deficiency relates and which are paid by the Insurer, (B) receive as designee of the 
respective Owners (and not as Trustee) in accordance with the tenor of the Insurance Policy 
payment from the Insurer with respect to the claims for interest so assigned, and (C) disburse the 
same to such respective Owners; and 

(ii) If and to the extent of a deficiency in amounts required to pay principal of the Bonds, 
the Trustee shall (A) execute and deliver to the Insurer, in form satisfactory to the Insurer, an 
instrument appointing the Insurer as agent for such Owner in any legal proceeding related to the 
payment of such principal and an assignment to the Insurer of the Bond surrendered to the Insurer 
in an amount equal to the principal amount thereof as has not previously been paid or for which 
moneys are not held by the Trustee and available for such payment (but such assignment shall be 
delivered only if payment from the Insurer is received), (B) receive as designee of the respective 
Owners (and not as Trustee) in accordance with the tenor of the Insurance Policy payment 
therefore from the Insurer, and (C) disburse the same to such Owners. 

(g) Payments with respect to claims for principal of and interest on Bonds disbursed by the 
Trustee from proceeds of the Insurance Policy shall not be considered to discharge the obligation of the 
Authority with respect to such Bonds, and the Insurer shall become the owner of such unpaid Bond and 
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claims for the interest in accordance with the tenor of the assignment made to it under the provisions of 
this paragraph or otherwise:. 

(h) Irrespective of whether any such assignment is executed and delivered, the Authority and 
the Trustee agree for the benefit of the Insurer that: 

(i) .they recognize that to the extent the Insurer makes payments directly or indirectly 
(e.g., by paying through the Trustee), on account of principal of or interest on the Bonds, the 
Insurer will be subrogated to the rights of the Owners thereof to receive the amount of such 
principal and interest from the Authority, with interest thereon as provided and solely from the 
sources stated in this Indenture and the Bonds; and 

(ii) they will accordingly pay to the Insurer the amount of such principal and interest, 
with interest thereon as provided in this Indenture and the Bonds, but only from the sources and 
in the manner provided herein for the payment of principal of and interest on the Bonds to 
Owners, and will otherwise treat the Insurer as the owner of such rights to the amount of such 
principal and interest. 

(i) The Authority shalt reimburse the Insurer, or cause the Insurer to be reimbursed, for any 
and all charges, fees, costs and expenses which the Insurer may reasonably pay or incur in connection 
with the administration, enforcement, defense or preservation of any of the Insurer's rights or obligations 
under the Indenture, the Installment Purchase Agreement or the Insurance Policy. The Authority agrees, 
to the extent permitted by law, to indemnify the Insurer and its respective officers, directors, members, 
employees, attorneys and agents for, and to hold them harmless against, any loss, liability or expense 
(including attorneys' fees) incurred without negligence or misconduct on their part arising out of or in 
connection with the administration, enforcement, defense or preservation of any of the Insurer's rights or 
obligations under this Indenture, the Installment Purchase Agreement or the Insurance Policy, including 
the costs and expenses of defending themselves against any claims or liability in connection with the 
exercise or performance of any of their rights or obligations thereunder. 

(j) The Insurer shall, to the extent it makes any payment of principal of or interest on the 
Bonds, become subrogated to the rights of the recipients of such payments in accordance with the terms 
of the Insurance Policy, and to evidence such subrogation (i) in the case of claims for interest, the Trustee 
shall note the Insurer's rights as subrogee on the Registration Books, upon receipt of proof of payment of 
interest thereon to the Owners of the Bonds, and (ii) in the case of claims for principal, the Trustee, if any, 
shall note· the Insurer's rights as subrogee on the Registration Books, upon surrender of the Bonds 
together with receipt of proof of payment of principal thereof. 

Miscellaneous 

Liability of Authority Limited to Authority Revenue. Notwithstanding anything contained in 
the Indenture, the Authority shall not be required to advance any money derived from any source of 
income other than the Authority Revenues as provided in the Indenture for the payment of the interest on 
or principal of or redemption premiums, if any, on the Bonds or for the performance of any agreements or 
covenants contained in the Indenture. The Authority may, however, advance funds for any such purpose 
so long as such funds are derived from a source legally available for such purpose without incurring an 
indebtedness. 

The Bonds shall be special obligations of the Authority, payable solely from the Authority 
Revenues and the other assets pledged therefor under the Indenture. Neither the faith and credit nor the 
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taxing power of the Authority, the Agency or the State, or any political subdivision thereof, is pledged to 
the payment of the Bonds. 

Benefits of the Indenture Limited. Nothing contained in the Indenture, expressed or implied, is 
intended to give to any Person other than the Authority, the Trustee and the Owners any right, remedy or 
claim under or by reason of the Indenture. Any agreement or covenant required in the Indenture to be 
performed by or on behalf of the Authority or any member, officer or employee thereof shall be for the 
sole and exclusive benefit of the Trustee and the Owners. 

Third-Party Beneficiary. To the extent that the Indenture confers upon or gives or grants to the 
Insurer any right, remedy or claim under or by reason of the Indenture, the Insurer is explicitly recognized 
as being a third party beneficiary thereunder and may enforce any such right, remedy or claim conferred, 
given or granted thereunder. 

Successor Is Deemed Included ln All References To Predecessor. Whenever in the Indenture 
either the Authority or any member, officer or employee thereof is named or referred to, such reference 
shall be deemed to include the successor to the powers, duties and fi.mctions of the Authority or such 
member, officer or employee, and all agreements and covenants required by the Indenture to be 
performed by or on behalf of the Authority or any member, officer or employee thereof shall bind and 
inure to the benefit of the respective successors thereof whether so expressed or not. 

Execution of Documents by Owners. Any declaration, request or other instmment which is 
permitted or required in the Indenture to be executed by Owners may be in one or more instruments of 
similar tenor and may be executed by Owners in person or by their attorneys appointed in writing. The 
fact and date of the execution by any Owner or his attorney of any declarntion, request or other instmment 
or of any writing appointing such attorney may be proved by the certificate of any notary public or other 
officer authorized to make acknowledgments of deeds to be recorded in the state or territory in which he 
purports to act that the Person signing such declaration, request or other instrument or writing 
acknowledged to him the execution thereof, or by an affidavit of a witness of such execution duly sworn 
to before such notary public or other officer. The ownership of any Bonds and the amount, maturity, 
number and date of holding the same may be proved by the Registration Books. 

Any declaration, request or other instrument or writing of the Owner of any Bond shall bind all 
future Owners of such Bond with respect to anything done or suffered to be done by the Authority in 
good faith and in accordance therewith. 

Waiver of Personal Liability. No member, officer employee of the Authority shall be 
individually or personally liable for the payment of the interest on or principal of or redemption 
premiums, if any, on the Bonds by reason of their issuance, but nothing contained in the Indenture shall 
relieve any member, officer or employee of the Authority from the performance of any official duty 
provided by any applicable provisions of law or by the Indenture. 

Acquisition of Bonds by Authority. All Bonds acquired by the Authority, whether by purchase 
or gift or otherwise, shall be surrendered to the Tmstee for cancellation. 

Destruction of Cancelled Bonds. Whenever provision is made for the return to the Authority of 
any Bonds which have been cancelled pursuant to the provisions of the Indenture, Tmstee shall destroy 
such Bonds and furnish to the Authority a certificate of such destruction. 

Accounts and Funds. Any account or fund required in the Indenture to be established and 
maintained by the Trustee may be established and maintained in the accounting records of the Trustee 
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either as an account 'or a fund, and may, for the purposes of such accounting records, any audits thereof 
and <my reports or statements with respect thereto, be treated either as an account or·a fund; but all such 
records with respect to all such accounts and funds shall at all times be maintained in accordance with 
sound industry practice and with due regard for the protection of the security of the Beads and the rights 
of the Owners. 

Payment on Non-Business Days. In the event any payment is required to be made under the 
Indenture on a day which is not a Business Day, such payment shall be made on the next succeeding 
Business Day with the same effect as if made on such non-Business Day. 

Partial Invalidity. If any one or more of the agreements or covenants or portions thereof 
required by the Indenture to be performed by or on the part of the Authority or the Trustee shall be 
contrary to law, then such agreement or agreements, such covenant or covenants or such portions thereof 
shall be null and void and shall be deemed separable from the remaining agreements and covenants or 
portions thereof and shall in no way affect the validity of the Indenture or of the Bonds, and the Owners 
shall retain all the benefit, protection and security afforded to them under the Indenture or any applicable 
provisions of law. The Authority and the Trustee declare that they would have executed and delivered the 
Indenture and each and every other Article, Section, paragraph, subdivision, sentence, clause and phrase 
of the Indenture and would have authorized the issuance of the Bonds pursuant to the Indenture 
irrespective of the fact that any one or more articles, sections, paragraphs, subdivisions, sentences, clauses 
or phrases of the Indenture or the application thereof to any Person or circumstance may be held to be 
unconstitutional, unenforceable or invalid. 

Disqualified Bonds. In determining whether the Owners of the requisite aggregate principal 
amount of Bonds have concurred in any demand, request, direction, consent or waiver under the 
Indenture, Bonds which are known by the Trustee to be owned or held by or for the account of the 
Authority or the Agency, or by any other obligor on the Bonds, or by any Person directly or indirectly 
controlling or controlled by, or under direct or indirect common control with, the Authority or the Agency 
or any other obligor on the Bonds, shall be disregarded and deemed riot to be Outstanding for the purpose 
of any such determination. Bonds so owned which have been pledged in good faith may be regarded as 
Outstanding for the purposes of this caption if the pledgee shall establish to the satisfaction of the Trustee 
the pledgee's right to vote such Bonds and that the pledgee is not a Person directly or indirectly 
controlling or controlled by, or under direct or indirect common control with, the Authority or the Agency 
or any other obligor on the Bonds. In case of a dispute as to such right, any decision by the Trustee taken 
upon the advice of counsel shall be full protection to the Trustee. Upon request of the Trustee, the 
Authority shall specify to the Trustee those Bonds disqualified pursuant to this caption. 

Law Governing. The Indenture shall be governed exclusively by the provisions of the Indenture 
and by the laws of the State as the same from time to time exist. 
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APPENDIXD 

FORM OF BOND COUNSEL OPINION 

Upon issuance of the Bond,, Orrick, Herrington & Sutcliffe LLP, Bond Counsel, proposes to render its 
fino/ approving opinion with respect to the Bonds in substantially the following form: 

[Date of Delivery] 

Monterey County Financing Authority 
Salinas, California 

Ladies and Gentlemen: 

Monterey County Financing Authority 
Revenue Bonds, Series A 

(Salinas Valley Water Project) 
(Final Opinion) 

We have acted as bond counsel to the Monterey County Financing Authority (the "Authority") in 
connection with the issuance of its Monterey County Financing Authority Revenue Bonds, Series A 
(Salinas Valley Water Project) (the "Bonds"), in the aggregate principal amount of $32,855,000. In such 
connection, we have reviewed the Indenture, dated as of July I, 2008 (the "Indenture"), by and between 
the Authority and Union Bank of California, N.A., as trustee. (the "Trustee"), the Installment Purchase 
Agreement, dated as of July I, 2008 (the "Installment Purchase Agreement"), by and between Monterey 
County Water Resources Agency (the "Agency") and the Authority, the Tax Certificate of the Agency, 
dated the date hereof (the "Tax Certificate"), opinions of counsel to the Authority, the Agency and the 
Trustee, certificates of the Authority, the Agency, the Trustee and others and such other documents, 
opinions and matters to the extent we deemed necessary to render the opinions set forth herein. 
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the Indenture 
or, if not defined therein, in the Installment Purchase Agreement. 

The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and 
court decisions and cover certain matters not directly addressed by such authorities. Such opinions may 
be affected by actions taken or omitted or events occurring after the date hereof. We have not undertaken 
to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or 
any other matters come to our attention after the date hereof. Accordingly, this opinion speaks only as of 
its date and is not intended to, and may not, be relied upon in connection with any such actions, events or 
matters. Our engagement with respect to the Bonds has concluded with their issuance, and we disclaim 
any obligation to update this letter. We have assumed the genuineness of all documents and signatures 
presented to us (whether as originals or as copies) and the due and legal execution and delivery thereof 
by, and validity against, any parties other than the Authority and the Agency. We have assumed, without 
undertaking to verity, the accuracy of the factual matters represented, warranted or certified in the 
documents referred to in the first paragraph hereof. Furthermore, we have assumed compliance with all 
covenants and agreements contained in the Indenture, the Installment Purchase Agreement and the Tax 
Certificate, including, without limitation, covenants and agreements compliance with which is necessary 
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to assure that future actions, omissions or events will not cause the interest on the Bonds to be included in 
gross income for federal income tax purposes. 

In addition, we call attention to the fact that the rights and obliga.tions under the Bonds, the 
Indenture, the Installment Purchase Agreement and the Tax Certificate and their enforceability may be 
subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and 
other laws relating to or affecting creditors' rights, to the application of equitable principles, to the 
exercise of judicial discretion in appropriate cases, and to the limitations on legal remedies against 
governmental entities such as the Authority and the Agency in the State of California. We express no 
opinion with respect to any indemnification, contribution, penalty, choice of law, choice of forum, choice 
of venue, waiver or severability provisions contained in the foregoing documents nor do we express any 
opinion with respect to the state or quality of title to or interest in any of the assets described in or as 
subject to the lien of the Indenture or the Installment Purchase Agreement or the accuracy or sufficiency 
of the description contained therein of any such assets. Finally, we undertake no responsibility for the 
accuracy, completeness or fairness of the Official Statement or other offering material relating to the 
Bonds and express no opinion with respect thereto. 

Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the 
following opinions: 

I. The Bonds constitute valid and binding special obligations of the Authority payable 
solely from the Authority Revenues and the other as~ets pledged therefor under the Indenture. 

2. The Indenture has been duly executed and delivered by, and constitutes a valid and 
binding obligation of, the Authority. Subject only to the provisions of. the Indenture permitting the 
application thereof for the purposes and on the terms and conditions -set forth therein, the Indenture 
creates a valid pledge, to secure the payment of the principal of, premium, if any, and interest on the 
Bonds, cif the .. Authority Revenues and any other amounts held in the Debt Service Fund, the Reserve 
Fund and the Redemption Fund. 

3. The Installment Purchase Agreement has been duly executed and delivered by, and 
· constitutes a valid and binding obligation of, the Agency. The obligation of the Agency to make 

Installment Payments and other payments required to be made by it under the Installment Purchase 
Agreement is a special obligation of such Agency payable, in the manner provided therein, solely from 
the Revenues and the other assets pledged therefor under the Installment Purchase Agreement. Subject 
only to the provisions of the Installment Purchase Agreement permitting the application thereof for the 
purposes and on the terms and conditions set forth therein, the Installment Purchase Agreement creates a 
valid pledge, to secure the payment of the Installment Payments, of the Revenues and any other amounts 
held in the Revenue Fund. 

4. Interest on the Bonds is excluded from gross income for federal income tax purposes 
under Section I 03 of the Internal Revenue Code of 1986 and is exempt from State of California personal 
income taxes. Interest on the Bonds is not a specific preference item for purposes of the federal 
individual or corporate alternative minimum taxes, although we observe that it is included in adjusted 
current earnings in calculating corporate alternative minimum taxable income. We express no opinion 
regarding other tax consequences related to the ownership or disposition of, or the accrual or receipt of 
interest on, the Bonds. · 

Faithfully yours, 
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APPENDIXE 

FORM OF CONTINUING DISCLOSURE AGREEMENT 

CONTINUING DISCLOSURE AGREEMENT 

by and among 

MONTEREY COUNTY FINANCING AUTHORITY 

and 

UNION BANK OF CALIFORNIA, N.A., 
AS TRUSTEE 

and 

UNION BANK OF CALIFORNIA, N.A., 
AS DISSEMINATION AGENT 

Dated as of July 1, 2008 

Monterey County Financing Authority 
Revenue Bonds, Series A 

(Salinas Valley Water Project) 
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CONTINUING DISCLOSURE AGREEMENT 

THIS CONTINUING DISCLOSUREAGREEMENT (this "Disclosure Agreement"), 
dated as of July I, 2008, is by and among MONTEREY COUNTY FINANCING AUTHORITY, 
a·joint exercise of powers authority organized and existing under and by virtue of the laws of the 
State of California (the "Authority"), and UNION BANK OF CALIFORNIA, N.A., a national 
banking association organized and existing under the laws of the United States of America (the 
"Bank"), in its capacity as Dissemination Agent (the "Dissemination Agent") and in its capacitY 
as trustee (the "Trustee"). 

WITNESSETH: 

WHEREAS, pursuant to the Indenture, dated as of July I, 2008 (the "Indenture"), by and 
between the Authority and the Trustee, the Authority has issued the Monterey County Financing 
Authority Revenue Bonds, Series A (Salinas Valley Water Project) (the "Bonds"), in the 
aggregate principal amount of $32,855,000; 

WHEREAS, the Bonds are payable from and secured by installment payments to be 
made by the Monterey County Water Resources Agency (the "Agency") pursuant to an 
Installment Purchase Agreement, dated as of July 1, 2008 (the "Installment Purchase 
Agreement"), by and between the Authority and the Agency; and 

WHEREAS, thi~ Disclosure Agreement is being executed and delivered by the 
Authority and the Bank for the benefit of the holders and beneficial owners of the Bonds and in 
order to assist the underwriter of the Bonds in complying with Securities and Exchange 
Commission Rule 15c2-12(b)(5); 

NOW, THEREFORE, for and in consideration of the ml)tual premises and covenants 
herein contained, the parties hereto agree as follows: 

Section 1. Definitions. Capitalized undefined terms used herein shall have the 
meanings ascribed thereto in· the Indenture oi, if not defined in the Indenture, in the Installment 
Purchase Agreement. In addition, the following capitalized terms shall have the following 
meanings: 

"Annual Report" means any Annual Report provided by the Authority pursuant to, and 
as described in, Sections 2 and 3 hereof. · 

"Annual Report Date" means the date in each year that is nine months after the end of 
the Authority's fiscal year, which date, as of the date of this Disclosure Agreement, is April 1. 

"Disclosure Representative" means the Executive Director of the Authority, or his or 
her designee, or such other person as the Authority shall designate in writing to the Trustee from 
time to time. 
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"Dissemination Agent" means the Bank, acting in its capacity as Dissemination Agent 
hereunder, or any successor Dissemination Agent designated in writing by the Authority and 
which has filed with the Trustee a written acceptance of such designation. 

"Listed Events" means any of the events listed in Section 4(a) hereof. 

"National Repository" means any Nationally Recognized Municipal Securities 
Information Repository for purposes of the Rule. The Nationally Recognized Municipal 
Securities Information Repository for purposes of the Rule are identified in the Securities and 
Exchange Commission website located at http://www.sec.gov/info/municipallnrmsir.htm. 

"Official Statement" means the Official Statement, dated July 16, 2008, relating to 
the Bonds. 

"Participating Underwriter" means any of the original underwriters of the Bonds 
required to comply with the Rule in connection with offering of the Bonds. 

"Repository" means each National Repository and each State Repository. 

"Rule" means Rule 15c2-I2(b)(5) adopted by the Securities and Exchange Commission 
under the Securities Exchange Act of I 934, as the same may be amended from time to time. 

"State Repository" means any public or private repository or entity designated by the 
State of California as a state repository for the purpose of the Rule and recognized as such by the 
Securities and Exchange Commission. As of the date of this Disclosure Agreement, there is no 
State Repository. 

Section 2. Provision of Annual Reports. (a) The Authority shall or, upon furnishing 
the Annual Report to the Dissemination Agent, shall cause the Dissemination Agent to, provide 
to each Repository an Annual Report which is consistent with the requirements of Section 3 
hereof, not later than the Annual Report Date, commencing with the report for the 2007-08 fiscal 
year. The Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may include by reference other information as provided in Section 3 
hereof; provided, however, that the audited financial statements of the Authority and the Agency, 
if any, may be submitted separately from the balance of the Annual Report, and later than the 
date required above for the filing of the Annual Report if not available by that date. If the 
Authority's or the Agency's fiscal year changes, the Authority shall give notice of such change 
in the same manner as for a Listed Event under Section 4(f) hereof. 

(b) Not later than 15 business days prior to the date specified in subsection (a) for 
providing the Annual Report to Repositories, the Authority shall provide the Annual Report (in a 
form suitable for reporting to the Repositories) to the Dissemination Agent and the Trustee (if 
the Tn1stee is not the Dissemination Agent). If by such date, the Trustee has not received a copy 
of the Annual Report, the Trustee shall contact the Disclosure Representative and the 
Dissemination Agent to inquire if the Authority is in compliance with the first sentence of this 
subsection (b). 
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(c) If the Trustee is unable to verify that an Annual Report has been provided to 
Repositories by the date required in subsection (a), the Trustee shall send a notice to the 
Municipal Securities Rulemaking Board and the appropriate State Repository, if any, in 
substantially the form attached as Exhibit A. 

(d) The Dissemination Agent shall: 

(i) determine each year prior to the date for providing the Annual Report the 
name and address of each National Repository and each State Repository, if any; 

(ii) provide any Annual Report received by it to each Repository, as provided 
herein; and 

(iii) file a report with the Authority and (if the Dissemination Agent is not the 
Trustee) the Trustee certifying that the Annual Report has been provided pursuant to this 
Disclosure Agreement, stating the date it was provided and listing all the Repositories to 
which it was provided. 

Section 3. Content of Annual Reports. The Authority's Annual Report shall contain 
or incorporate by reference the following:· 

(a) The Authority's audited financial statements, if any, prepared in accordance with 
generally accepted accounting principles as promulgated to apply to governmental entities from 
time to time by the .Governmental Accounting Standards Board. If the Authority's audited 
financial statements, if any, are not available by the time the Annual Report is required to be 
filed pursuant to Section 2(a) hereof, the Annual Report shall contain unaudited financial 
statements in a format similar to that used for the Authority's audited financial statements, and 
the audited financial statements; if any, shall be filed in the same manner as the Annual Report 
when they become aVailable. 

(b) The Agency's audited financial statements, if any, prepared in accordance with 
generally accepted accounting principles as promulgated to apply to governmental entities from 
time to time by the Governmental Accounting Standards Board. If the Agency's audited 
financial statements, if any, are not available by the time the Annual Report is required to be 
filed pursuant to Section 2(a) hereof, the Annual Report shall contain unaudited ·financial 
statements in a format similar to that used for the Agency's audited financial statements, and the 
audited financial statements, if any, shall be filed in the same manner as the Annual Report when 
they become available. The parties hereto acknowledge that, presently, separate audited 
financial statements are not prepared for the Agency but, rather, the financial statements for the 
Agency are consolidated with the audited financial statements for the County of Monterey. So 
long as separate audited financial statements are not prepared for the Agency, the Authority's 
Annual Report shall contain or incorporate by reference the audited consolidated financial 
statements for the County of Monterey. 

(c:) The following information: 
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(i) The principal amount of Bonds Outstanding as of the December 31 next 
preceding the Annual Report Date. 

(ii) The balance in ·the Reserve Fund, and a statement of the Reserve 
· . Requirement, as of the December 31 next preceding the Annual Report Date. 

(iii) An update, for the most recently ended fiscal year, of the information 
contained in the Official Statement in Table Nos. 3, 5, 7, 8 and II. 

(d) In addition to any of the information expressly required to be provided under 
paragraphs (a), (b) and (c) of this Section, the Authority shall provide such further information, if 
any, as may be necessary to make the specifically required statements, in the light of the 
circumstances under which they are made, not misleading. 

Any or all of the items listed above may be included by specific reference to other 
documents, including official statements of debt issues of the Authority or related public entities, 
which have been submitted to each of the Repositories or the Securities and Exchange 
Commission. If the document included by reference is a final official statement, it must be 
available from the Municipal Securities Rulemaking Board. The Authority shall clearly identify 
each such other document so included by reference. 

Section 4. Reporting of Significant Events. (a) Pursuant to the provtstons of this 
Section, the Authority shall give, or cause to be given, notice of the occurrence of any of the 
following events with respect to the Bonds or the Installment Purchase Agreement, if material: 

(i) Principal and interest payment delinquencies. 

(ii) Non-payment related defaults. 

(iii) Unscheduled draws on debt servtce reserves reflecting financial 
difficulties. 

(iv) Unscheduled draws on credit enhancements reflecting financial 
difficulties. 

(v) Substitution of credit or liquidity providers, or their failure to perform. 

(vi) Adverse tax opinions or events affecting the tax-exempt status of the 
security. 

(vii) Modifications to rights of security holders. 

(viii) Contingent or unscheduled bond calls. 

(ix) Defeasances. 

(x) Release, substitution, or sale of property secunng repayment of the 
securities. 
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(xi) . Rating changes. 

(b) The Trustee shall, within five business days of obtaining actual knowledge of the 
occurrence of any. of the Listed Events, contact the Disclosure· Representative, inform such 
person of the event, and request that the Authority promptly notify the Dissemination Agent in 
writing whether or not to report the event pursuant to subsection (f). The Trustee shall have no 
responsibility for determining the materiality of any of the Listed Events. 

(c) Whenever the Authority obtains knowledge of the occurrence of a Listed Event, 
whether because of a notice from the Trustee pursuant to subseCtion (b) or otherwise, the 
Authority shall as soon as possible determine if such event would be material under applicable 
Federal securities law. 

(d) If the Authority determines that knowledge of the occurrence of a Listed Event 
would be material under applicable Federal securities law, the Authority shall promptly notify 
the Dissemination Agent in writing. Such notice shall instruct the Dissemination Agent to report 
the occurrence pursuant to subsection (f). The Authority shall provide the Dissemination Agent 
with a forin of notice of such event in a format suitable for reporting to the Municipal Securities 
Rulemaking Board and each State Repository, if any. 

(e) If in response to a request under subsection (b), the Authority determines that 'the 
Listed Event would not be material under applicable Federal securities law, the Authority shall 
so notify the Dissemination Agent in writing and instruct the Dissemination Agent not to report 
the occurrence pursuant to subsection (f). · 

(f) If the Dissemination Agent has been instructed by the ·Authority to report the 
occurrence of a Listed Event, the Dissemination Agent shall file a notice of such occurrence with 
the Municipal Securities Rulemaking Board and each State Repository. Notwithstanding the 
foregoing, notice of Listed Events described in subsections (a)(viii) and (ix) need not be given 
under this subsection any earlier than the notice (if any) of the underlying event is given to 
holders of affected Bonds pursuant to the Indenture. 

Section 5. Electronic Filing. Submission of Annual Reports and notices of Listed 
Events· to DisclosureUSA.org or another "Central Post Office" designated and accepted by the 
Securities and Exchange Commission shall constitute compliance with the requirement of filing 
such reports and notices with each Repository hereunder; and the Authority may satisfy its 
obligations hereunder to file any notice, document or information with a Repository by filing the 
same with any dissemination agent or conduit, including DisclosureUSA.org or another "Central 
Post Office" or similar entity, assuming or charged with responsibility for accepting notices, 
documents or information for transmission to such Repository, to the extent permitted by the 
Securities and Exchange Commission or Securities and Exchange Commission staff or required 
by the Securities and Exchange Commission. For this purpose, permission shall be deemed to 
have been granted by the Securities and Exchange Commission staff if and to the extent the 
agent or conduit has received an interpretive letter, which has· not' been revoked, from the 
Securities and Exchange Commission staff to the effect that using the agent or conduit to 
transmit information to the Repository will be treated for purposes of the Rule as if such 
information were transmitted directly to the Repository. 
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Section 6. Termination of Reporting Obligation. The Authority's obligations under 
this Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or 
payment in full of all of the Bonds. If such termination occurs prior to the final maturity of the 
Bonds, the Authority shall give notice of such termination in the same manner as for a Listed 
Event under Section 4(f) hereof. 

Section 7. Dissemination Agent. The Authority may, from time to time, appoint or 
engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure 
Agreement, and may discharge any such Dissemination Agent, with or without appointing a 
successor Dissemination Agent. The Dissemination Agent may resign by providing thirty days' 
written notice to the Authority and the Trustee. The Dissemination Agent shall have no duty to 
prepare or review the Annual Report nor shall the Dissemination Agent be responsible for filing 
any Annual Report not provided to it by the Authority in a timely manner and in a form suitable 
for filing. If at any time there is not any other designated Dissemination Agent, the Trustee shall 
be the Dissemination Agent. Any company succeeding to all or substantially all of the 
Dissemination Agent's business shall be the successor to the Dissemination Agent hereunder 
without the execution or filing of any paper or any further act. 

Section 8. Amendment; Waiver. Notwithstanding any other proviSIOn of this 
Disclosure Agreement, the Authority, the Trustee and the Dissemination Agent may amend this 
Disclosure Agreement (and the Trustee and the Dissemination Agent shall agree to any 
amendment so requested by the Authority, so long as such amendment does not adversely affect 
the rights or obligations of the Trustee or the Dissemination Agent), and any provision of this 
Disclosure Agreement may be waived, provided that the following conditions are satisfied: 

(a) if the amendment or waiver relates to Sections 2(a), 3 or 4(a) hereof it may 
only be made in connection with a change in circumstances that arises from a change in 
legal requirements, change in law, or change in the identity, nature, or status of an 
obligated person with respect to the Bonds, or type of business conducted; 

(b) the undertakings herein, as proposed to be amended or waived, would, in 
the opinion of nationally recognized bond counsel, have complied with the requirements 
of the Rule at the time of the primary offering of the Bonds, after taking into account any 
amendments or interpretations of the Rule, as well as any change in circumstances; and 

(c) the proposed amendment or waiver (i) is approved by holders of Bonds in 
the manner provided in the Indenture for amendments to the Indenture with the consent 
of holders, or (ii) does not, in the opinion of nationally recognized bond counsel, 
materially impair the interests of holders. 

. . 
If the annual financial information or operating data to be provided in the Annual Report 

is amended pursuant to the provisions hereof, the first annual financial information containing 
the am.ended operating data or financial ili.formation shall explain, in narrative form, the reasons 
for the amendment and the impact of the change in the type of operating data or financial 
information being pro~ided~ . · · . 

. ' 
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If an amendment is made to the undertaking specifying the accounting principles to be 
followed in preparing financial statements, the annual financial information for the year in which 
the change is made shall present a comparison between the financial statements or information 
prepared on the basis of the new accounting principles and those prepared on the basis of the 
former accounting principles. The comparison shall include a qualitative discussion of the 
differences in the accounting principles and the impact of the change in the accounting principles 
on the presentation of the financial statements or information, in order to provide information to 
investors to enable them to evaluate the ability of the Authority to meet its obligations, inCluding 
its obligation to pay debt service on the Bonds, To the extent reasonably feasible, the 
comparison shall be quantitative. A notice of the change in the accounting principles shall be 
sent to the Repositories in the same manner as for a Listed Event under Section 4(f) hereof. 

Section 9. Additional Information. Nothing in this Disclosure Agreement shall be 
deemed to prevent the Authority from disseminating any other information, using the means of 
dissemination set forth in this Disclosure Agreement or any other means of communication, or 
including any other information in any Annual Report or notice of occurrence of a Listed Event, 
in addition to that which is required by this Disclosure Agreement. If the Authority chooses to 
include any information in any Annual Report or notice of occurrence of a Listed Event in 
addition to that which is specifically required by this Disclosure Agreement, the Authority shall 
have no obligation under this Disclosure Agreement to update such information or include it in 
any future Annual Report or notice of occurrence of a Listed Event. 

Section 10. Default. In the event of a failure of the Authority or the Trustee to comply 
with any provision of this Disclosure Agreement, the Trustee may (and, 'at the written direction 
of any Participating Underwriter or the holders of at least 25% aggregate principal amount of 
Outstanding Bonds, shall, upon receipt of indemnification reasonably satisfactory to the 
Trustee), or any holder or beneficial owner of the Bonds may, take such actions as may be 
necessary and appropriate, including seeking mandate or specific performance by court order, to 
cause the Authority or the Trustee, as the case may be, to· comply with its obligations under this 
Disclosure Agreement. A default under this Disclosure Agreement shall not be deemed an Event 
of Default under the Indenture, and the sole remedy under this Disclosure Agreement in the 
event of any failure of the Authority or the Trustee to comply with this Disclosure Agreement 
shall be an action to compel performance. 

Section 11. Duties, Immunities and Liabilities of Trustee and Dissemination Agent. 
Article VII of the Indenture is hereby made applicable to this Disclosure Agreement as if this 
Disclosure Agreement were.(solely for this purpose) contained in the Indenture, and the Trustee 
and the Dissemination Agent shall be entitled to the protections, limitations from liability and 
indemnities afforded to the Trustee thereunder. The. Dissemination Agent and the Trustee shall 
have only such duties hereunder as are specifically set forth in this Disclosure Agreement. This 
Disclosure Agreement does not apply to any other securities issued or to be issued by the 
Authority. The Dissemination Agent shall have no obligation to make any disclosure conc~rning 
the Bonds, the Authority or any other matter except as expressly set out herein, provided that no 
provision of this Disclosure Agreement shall limit the duties or obligations of the Trustee under 
the Indenture. The Dissemination Agent shall have no responsibility for the preparation, review, 
form or content of any Annual Report or any notice of a Listed Event. The fact that the Trustee 
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has or may have any banking, fiduciary or other relationship with the Authority or any other 
party, apart from the relationship created by the Indenture and this Disclosure Agreement, shall 
not be construed to mean that the Trustee has knowledge or notice of any event or condition 
relating to the Bonds or the Authority except in its respective capacities under such agreements. 
No provision of this Disclosure Agreement shall require or be construed to require the 
Dissemination Agent to interpret or provide an opinion concerning any information disclosed 
hereunder. Information disclosed hereunder by the Dissemination Agent may contain such 
disclaimer language concerning the Dissemination Agent's responsibilities hereunder with 
respect thereto as the Dissemination Agent may deem appropriate. The Dissemination Agent 
may conclusively rely on the determination of the Authority as to the materiality of any event for 
purposes of Section 4 hereof. Neither the Trustee nor the Dissemination Agent make any 
representation as to the sufficiency of this Disclosure Agreement for purposes of the Rule. The 
Dissemination Agent shall be paid compensation by the Authority for its services provided 
hereunder in accordance with its schedule of fees, as amended from time to time, and all 
expenses, legal fees and advances made or incurred by the Dissemination in the performance of 
its duties hereunder. The Authority's obligations under this Section shall survive the termination 
of this Disclosure Agreement. 

Section 12. Beneficiaries. This Disclosure Agreement shall inure solely to the benefit 
of the Authority, the Trustee, the Dissemination Agent, the Participating Underwriters and 
holders and beneficial owners from time to time of the Bonds, and shall create no rights in any 
other person or entity. 

Section 13. Counterparts. This Disclosure Agreement may be executed in several 
counterparts, each of which shall be an original and all of which shall constitute but one and the 
same instrument. 
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IN WITNESS WHEREOF, the parties hereto have executed this Disclosure Agreement 
as of the date first above written. 
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MONTEREY COUNTY FINANCING 
AUTHORITY 

By: ______________________ ___ 
Executive Director 

UNION BANK OF CALIFORNIA, N.A., 
AS TRUSTEE 

By: ________________________ __ 
Authorized Officer 

UNION BANK OF CALIFORNIA, N.A., 
AS DISSEMINATION AGENT 

By: ______________________ ___ 
Authorized Officer 



EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD 
OF FAILURE TO FILE ANNUAL REPORT 

Name oflssuer: Monterey County Financing Authority 

Name of Bond Issue: Monterey County Financing Authority Revenue Bonds, Series A 
(Salinas Valley Water Project) 

Date oflssuance: July 30, 2008 

NOTICE lS HEREBY GIVEN that Monterey County Financing Authority (the 
"Authority") has not provided an Annual Report with respect to the above-named Bonds as 
required by the Continuing Disclosure Agreement, dated as of July I, 2008, by and among the 
Authority and Union Bank of California, N.A., in its capacity as Trustee and in its capacity as 
Dissemination Agent. (The Authority anticipates that the Annual Report will be filed by _____ .] 

Dated: _______ _ 

cc: Monterey County Financing Authority 

E-ll 

Union Bank of California, N.A., as 
Trustee, on behalf of the Monterey 
County Financing Authority 



APPENDIX F 

DTC BOOK-ENTRY ONLY SYSTEM 

The description that follows of the procedures and recordkeeping with respect to beneficial 
ownership interests in the Bonds, payment of principal of, premium, if any, and interest on the Bonds to 
Participants or beneficial owners, confirmation and transfer of beneficial ownership interests in the 
Bonds, and other related transactions by and between DTC, Participants and beneficial owners, is based 
on information fiirnished by DTC which the Authority believes to be reliable, but the Authority does not 
take responsibility for the completeness or accuracy thereof The Authority cannot and does not give any 
assurances that DTC, DTC Participants or Indirect Participants will distribute to the beneficial owners 
either (i) payments of principal, premium, if any, and interest with respect to the Bonds or (ii) certificates 
representing ownership interests in or other confirmation of ownership interests in the Bonds, or that they 
will so do on a timely basis or that DTC, DTC Participants or DTC Indirect Participants will act in the 
manner described in this Official Statement. The current "Rules" applicable to DTC are on file with the 
Securities and Exchange Commission and the current "Procedures" of DTC to be followed in dealing 
with DTC Participants are on file with DTC 

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully-registered 
securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may 
be requested by an authorized representative of DTC. One fully-registered bond certificate for each 
maturity of the Bonds will be issued for the Bonds in the aggregate principal amount of such maturity, 
and will be deposited with DTC. 

DTC, the world's largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a "banking organization" within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of 
the New York Uniform Commercial Code, and a ''clearing agency" registered pursuant to the provisions 
of Section I 7 A of the Securities Exchange Act of I 934. DTC holds and provides asset servicing for over 
2.2 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money 
market instruments from over I 00 countries that its participants ("Direct Participants") deposit with DTC. 
DTC also facilitates post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry transfers and pledges 
between Direct Participants' accounts. This eliminates the need for physical movement of securities 
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, 
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned 
subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, in tum, is owned by a 
number of Direct Participants of DTC and Members of the National Securities Clearing Corporation, 
Fixed Income Clearing Corporation and Emerging Markets Clearing Corporation, (NSCC, FICC, and 
EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American 
Stock Exchange, LLC, and the National Association of Securities Dealers, Inc. Access to the DTC 
system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, ·banks, 
trust companies and clearing corporations that clear through or maintain a custodial relationship with a 
Direct Participant, either directly or indirectly ("Indirect Participants"). DTC has Standard & Poor's 
highest rating: AAA. The DTC Rules applicable to DTC and its Participants are on file with the 
Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com and 
www.dtc.org. 

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC's records. The ownership interest of each actual 
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purchaser of each Bond (i.e., the beneficial owner) is in tum to be recorded on the Direct and Indirect 
Participants' records. Beneficial owners will not receive written confirmation from DTC of their 
purchase. Beneficial owners are, however, expected to receive written confirmations providing details of 
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the beneficial owner entered into the transaction. Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
behalf of beneficial owners. Beneficial owners will not receive certificates representing their ownership 
interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC. The deposit of the Bonds with DTC and their 
registration in the name of Cede & Co. do not effect any change in beneficial ownership. DTC has no 
knowledge of the actual beneficial owners of the Bonds; DTC's records reflect only the identity of the 
Direct Participants to whose accounts such Bonds are credited, which may or may not be the beneficial 
owners. The Direct and Indirect Participants will remain responsible for keeping account of their 
holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to beneficial 
owners will be· governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time. 

Redemption notices shall be sent to DTC. I fless than all of the Bonds within a maturity are being 
redeemed, DTC' s practice is to determine by lot the amount of the interest of each Direct Participant in 
such maturity to be redeemed. · 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
the Bonds unless authorized by a Direct Participant in accordance with DTC's procedures. Under its 
usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the record date. 
The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to 
whose accounts the. Bonds ar.e credited on the recor<l date (identified in a listing attached to the Omnibus 
Proxy) .. 

Principal, premium, if any, and interest payments on the Bonds will be made to Cede & Co., or 
such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to 
credit Direct Participants' accounts upon DTC's receipt of funds and corresponding detail, information 
from the Authority on a payable date in accordance with their respective holdings shown on DTC records. 
Payments by Participants to beneficial owners will. be governed by standing instructions and customary 
practices, as is the case with securities held for th~ accounts of customers in bearer form or registered in 
"street name," and will be the responsibility of each Participant and not of DTC or its nominee, the 
Trustee, or the Authority, subject to any statutory or regulatory requirements as may be in effect from 
time to time. Payment of principal, premium, if any, and interest to Cede & Co. (or such other nominee 
as may be requested by an authorized representative of DTC) is the responsibility of the Authority or the 
Trustee, disbursement of such payments to Direct Participants shall be the responsibility of DTC, and 
disbursement of such payments to the beneficial owners shall be the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its services as securities depository with respect to the Bonds at 
any time by giving reasonable notice to the Authority or the Trustee. Under such circumstances, in the 
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event that a successor securities depository is not obtained, Bond certificates are required to be printed 
and delivered. 

The Authority may decide to discontinue use of the system of book-entry only transfers through 
DTC (or a successor securities depository). In that event, bond certificates will be printed and delivered 
to DTC. 

THE TRUSTEE, AS LONG AS A BOOK-ENTRY-ONLY SYSTEM IS USED FOR THE 
BONDS, WILL SEND ANY NOTICE OF REDEMPTION OR OTHER NOTICES ONLY TO CEDE & 
CO., OR ITS SUCCESSOR AS DTC'S PARTNERSHIP NOMINEE. ANY FAILURE OF CEDE & 
CO., OR ITS SUCCESSOR AS DTC'S PARTNERSHIP NOMINEE TO ADVISE ANY 
PARTICIPANT, OR OF ANY PARTICIPANT TO NOTIFY ANY BENEFICIAL OWNER OF ANY 
NOTICE AND ITS CONTENT OR EFFECT WILL NOT AFFECT THE VALIDITY OR 
SUFFICIENCY OF THE PROCEEDINGS RELATING TO THE REDEMPTION OF THE BONDS 
CALLED FOR REDEMPTION OR OF ANY OTHER ACTION PREMISED ON SUCH NOTICE. 

F-3 



. 'i,EtiulURiNGJiNANciAi StRENGTH~ 
MA S6:P.•·A.cH:MriWf)'i .~ AM.fl:cll' 

Issuer. 

Obligations: 

APPENDIXG 

Financial Guaranty Insurance Policy 

Polley No.: 

Premium: 

EflacllveDats: 

Assured Guaranty Corp., a Maryland corporation rAssured Guaranty"), in consideration of the payment of the Premium and on 
the terms and subject to the conditions of this Policy (which includes each endorsement hereto), hereby unconditionally and 
irrevocably agrees to paY to the trustee (the "Trustee") or the paying agent (the "Paying Agent'') for the Obligations (as set forth 
in the documentation providing for the issuance of and securing the Obligations) for the benefit of the Holders, that portion of 
the Insured Payments which shall become Due for Payment but shall be unpaid by reason of Nonpayment. 

cur of (i) the date 

Guar for any reason. The Premium on this Policy is not refundable for any 
su e agai ass of any prepayment premium or other acceleration payment which at any time 

Obligation, other than at the sole option of Assured Guaranty, nor against any risk other than 

Except to the extent expressly modified by any endorsement hereto, the following terms shall have the meanings specified for 
all purposes of this Policy. "Avoided Payment" means any amount previously distributed to a Holder in respect of any Insured 
Payment by or on behalf of the Issuer, which amount has been recovered from such Holder pursuant to the United States 
Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction that such payment 
constitutes an avoidable preference with respect to such Holder. MBuslness Day" means any day other than (i) a Saturday or 
Sunday, (ii) any day on which the offices of the Trustee, the Paying Agent or Assured Guaranty are closed, or (iii) any day on 
which banking institutions are authorized or required by law, executive order or governmental decree to be closed in the City of 
New York or in the State of Maryland. "Due for Payment" means (i) when referring to the principal of an Obligation, the stated 
maturity date thereof, or the date on which such Obligation shall have been duly called for mandatory sinking fund redemption, 
and does not refer to any earlier date on which payment is due by reason of a call for redemption (other than by mandatory 
sinking fund redemption), acceleration or other advancement of maturity (unless Assured Guaranty in its sole discretion elects 
to make any principal payment, in whole or in part, on such earlier date) and (ii) when referring to interest on an Obligation, the 
stated date for payment of such interest. "Holder" means, in respect of any Obligation, the person or entity who, at the time of 
Nonpayment, is entitled under the terms of such Obligation to payment of principal or interest thereunder, except that Holder 
shall not include the Issuer or any person or entity whose direct or indirect obligation constitutes the underlying security for the 
Obligations. "Insured Payments" means that portion of the principal of and interest on the Obligations that shall become Due 
for Payment but shall be unpaid by reason of Nonpayment. Insured Payments shall not include any additional amounts owing 
by the Issuer solely as a result of the failure by the Trustee or the Paying Agent to pay such amount when due and payable, 
including without limitation any such additional amounts as may be attributable to penalties or to interest accruing at a default 
rate, to amounts payable in respect of indemnification, or to any other additional amounts payable by the Trustee or the Paying 
Agent by reason of such failure. "Nonpayment" means, in respect of an Obligation, the failure of the Issuer to have provided 
sufficient funds to the Trustee or the Paying Agent for payment in full of all principal and interest Due for Payment on such 
Obligation. It is further understood that the term "Nonpayment" in respect of an Obligation includes any Avoided Payment. 
"Receipt" or "Received~ means actual receipt or notice of or, if notice is given by overnight or other delivery service, or by 
certified or registered United States mail, by a delivery receipt signed by a person authorized to accept delivery on behalf of the 
person to whom the notice was given. Notices to Assured Guaranty may be mailed by registered mail or personally delivered or 
telecopied to it at 1325 Avenue of the Americas, New York, New York 10019, Telephone Number: (212) 974~0100, Facsimile 
Number: (212) 581-3268, Attention: Risk Management Department- Public Finance Surveillance, with a copy to the General 
Counsel, or to such other address as shall be specified by Assured Guaranty to the Trustee or the Paying Agent in writing. A 
Notice of Nonpayment will be deemed to be Received by Assured Guaranty on a given Business Day if it is Received prior to 
12:00 noon (New York City time) on such Business Day; otherwise it will be deemed Received on the next Business Day. 
"Tenn" means the period from and including the Effective Date until the earlier of (i) the maturity date for the Obligations, or (ii) 
the date on which the Issuer has made all payments required to be made on the Obligations. 

At any time during the Term of this Policy, Assured Guaranty may appoint a fiscal agent (the "fiscal Agent") for purposes of this 
Policy by written notice to the rrustee or the Paying Agent, specifying the name and notice address of such Fiscal Agent. From 
and after the date of Receipt of such notice by the Trustee or the Paying Agent, copies of all notices and documents required to 
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be delivered to Assured Guaranty pursuant to this Policy shall be delivered simultaneously to the Fiscal Agent and to Assured 
Guaranty. All payments required to be made by Assured Guaranty under this Policy may be made directly by Assured 
Guaranty or by the Fiscal Agent on behalf of Assured Guaranty. The Fiscal Agent is the agent of Assured Guaranty only, and 
the Fiscal Agent shall in no event be liable to the Trustee or the Paying Agent for any acts of the Fiscal Agent or any failure of 
Assured Guaranty to deposit, or cause to be deposited, sufficient funds to make payments due under this Policy. 

To the fullest extent permitted by applicable law, Assured Guaranty hereby waives, in each case for the benefit of the HolderS 
only, all rights and defenses of any kind (including, without limitation, the dMense of fraud in the induce nt or in fact or any 
other circumstance that would have the effect of discharging a surety, guarantor or any other p I or in equity) that 
may be available to Assured Guaranty to deny or avoid payment of its obligations un 1 i a cordance with the 
express provisions hereof. Nothing in this paragraph will be construed (i) to · , limit o o he i pair, and Assured 
Guaranty expressly reserves, Assured Guaranty's rights and remedies, · di g, w t ut itati n: its ht to assert any claim 
or to pursue recoveries (based on contractual rights, securities olat1 , fr u o au s f ction) against any 
person or entity, in each case, whether directly or acq · a su n e or othe i e, bseq ent to making any 
payment to the Trustee or the Paying Agent, i rd nee wit t h eof, a d/ r ')to equire payment by 
Assured Guaranty of any amounts th t ha e been r io s e with the express 
provisions of this Policy. 

IN WITNESS WHE 
authorized officer, 

(SEAL) 

(Revtsad05108) 

n Assured Guaranty with respect to the 
er agreement or ifLstrum~nt, including, without 

s re Guaranty has caused this Policy to be affixed with its corporate seal, to be signed by its duly 
e effective and binding upon Assured Guaranty by virtue of such signature. 

ASSURED GUARANTY CORP. 

By: 
A~u~th~o-n7·z_e_d~c»fi~~c-e-,--------------

Signature attested to by: 

Counsel 

G-2 




