REFUNDING ISSUE—BOOK-ENTRY ONLY RATINGS
Standard & Poor’s: AAA

Fitch: AAA

UNDERLYING RATINGS

Standard & Poor’s: A+

Fitch: AA-

(See “RATINGS” and “BOND INSURANCE" herein)

In the opinion of Robert M. Haight, Scotts Valley, California, Bond Counsel, subject, however, to certain qualifications described
herein, under existing law, the interest on the Bonds is excluded from gross incorre for federal incornre lax purposes and such interest is not an
item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and corporations, although for the purpose of
computing the alternative minimum tax inmposed on certain corporations, such interest is taken into account in determining certain incorre and
earnings. In the further opinion of Bond Counsel such interest is exenpt from California personal incorre taxes. See “ TAX MATTERS” herein.
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The City of El Paso de Robles 2007 General @bligation Refunding Bonds (the “Bonds™) are general obligations of the City of El Paso
de Robles, California (the “City™). The City has the power and 1s obligated to annually levy or cause to be levied ad valorem taxes upon all
property within the City subject to taxation by the City, without limit as to rate or amount, for the payment of the Bonds and the interest thereon
all as more fully described herein under “THE BONDS — Security and Sources of Payment.”

Interest on the Bonds 1s payable on each February 1 and August 1, commencing February 1, 2008.

The Bonds will be issued in fully registered form in denominations of $5,000 each or any integral multiple thereof and the Bonds,
when delivered, will be registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York.
DTC will act as securities depository of the Bonds as described herein.

The Bonds are subject to redemption as described herein.

Payment of the principal of, and interest on, the Bonds will be insured by a financial guaranty insurance policy to be issued by MBIA Insurance
Corporation simultaneously with the delivery of the Bonds. See “BOND INSURANCE” herein.

MATURITY SCHEDULE

Maturity Interest Price or cusip® Maturity Interest Price or cusip®
(August 1) Principal Rate Yield (283659) (August 1) Principal Rate Yield (283659)
2008 $1,240,000  4.500% 3.380% EF3 2019 $1,595,000 5.000%  3.860%d ES5
2009 1,075,000  4.000 3.380 EGI 2020 1,675,000 4.250 4.090¢ ET3
2010 1,120,000  3.500 3.380 EH9 2021 745,000 4.000 4.160 EU0
2011 1,150,000  4.000 3.420 EJ5 2021 1,000,000 4.250 4.160¢ EV38
2012 1,200,000  4.250 3.450 EK2 2022 1,820,000 4.500 4.170¢ EW6
2013 1,250,000  4.250 3.470 ELO 2023 1,900,000 5.000 4.090¢ EX4
2014 1,300,000  4.250 3.500 EMB 2024 1,995,000 5.000 4.140¢ EY2
2015 1,360,000  4.000 3.550 EN6 2025 2,090,000 5.000 4.190¢ EZ9
2016 1,410,000  4.500 3.620 EPI 2026 2,195,000 5.000 4.220¢ FA3
2017 1,475,000  4.000 3.700 EQ9 2027 2,305,000 5.000 4.250¢ FBI

2018 1,535,000  4.000 3.820¢ ER7

¢ denotes pricing to August 1, 2017, par call date
d denotes pricing to August 1, 2015, call date

THIS C@VER PAGE C@NTAINS CERTAIN INFORMATI@ON FOR REFERENCE @NLY. IT IS N@T A SUMMARY @F THIS
ISSUE. INVEST@RS MUST READ THE ENTIRE @FFICIAL STATEMENT T@® @BTAIN INFORMATI@ON ESSENTIAL T@ THE
MAKING @F AN INFORMED INVESTMENT DECISI@N.

The Bonds will be offered when, as and if issued and received by the Underwriter, subject to the approval of validity by Robert M.
Haight, Scotts Valley, California, Bond Counsel. Certain legal nmatters will be passed upon for the City by the City Attorney and by Nixon
Peabody LLP, Disclosure Counsel. It is anticipated that the Bonds, in book-entry form will be available for delivery to DTC on or about,
Septenter 27, 2007

Dated: September 12, 2007



No dealer, broker, salesperson or other person has been authorized by the City to give any
information or to make any representations other than those contained herein and, if given or made, such
other information or representation must not be relied upon as having been authorized by the City. This
Official Statement does not constitute an offer to sell or the solicitation of an 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
such 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 summaries and references to documents, statutes and constitutional
provisions referred to herein do not purport to be comprehensive or definitive, and are qualified in their
entireties by reference to each of such documents, statutes and constitutional provisions.

Certain statements included or incorporated by reference in this Official Statement are “forward-
looking statements”. Such statements are generally identifiable by terminology used, such as “plan”,
“expect”, “estimate”, “budget” or similar words. The achievement of certain results or other expectations
contained in such forward-looking statements involve known and unknown risks, uncertainties and other
factors that may cause actual results, performance or achievements described to be materially different
from any future results, performance or updates or revisions to those forward-looking statements. The
City does not plan to issue any updates or revisions to those forward-looking statements if or when its

expectations or events, conditions or circumstances on which such statements are based occur.

The City and other apparently reliable sources have provided information for this Official
Statement, with the goal of providing disclosure to investors which meets legal requirements. This issue is
the result of a complex team effort. Some of the people who prepared, compiled or reviewed this
information had specific functions in the issue which covered some areas but not others. The City
believes that the information provided herein is accurate and complete; however, it makes no guarantee.

The information and expressions of opinions herein are subject to change without notice and
neither 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 City since the date hereof. This
Official Statement is submitted in connection with the sale of the Bonds referred to herein and may not be
reproduced or used, in whole or in part, for any other purpose.

This Official Statement is submitted in connection with the sale of the Bonds and may not be
reproduced or used, in whole or in part, for any other purpose.

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. The Underwriter may
offer and sell the Bonds to certain dealers and dealer banks and banks acting as agent at prices lower than
the public offering price stated on the cover page hereof and said public offering price may be changed
from time to time by the Underwriter.
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$31,435,000
CITY OF EL PASO DE ROBLES
2007 GENERAL OBLIGATION REFUNDING BONDS

INTRODUCTION

This Introduction is not a sunmmary of this Official Statement. Itis only a brief description
of and guide to, and is qualified by, more conplete and detailed infornmation contained in the
entire Official Statement, including the cover page and appendices hereto, and the documents
sunmmarized or described herein. A full review should be made of the entire Official Statement.
The offering of the Bonds to potential investors is made only by means of the entire Official
Staterment. All capitalized terms used herein and not otherwise defined have the meanings set
forth in the Resolution described below.

This Official Statement, which includes the cover page, table of contents and appendices
hereto, is provided to furnish information in connection with the sale of City of El Paso de
Robles 2007 General Obligation Refunding Bonds (the “Bonds™), as more fully described below.

The City

The City of El Paso de Robles, California (the “City”), commonly known as Paso Robles,
1s located in San Luis Obispo County (the “County”) in the State of California (the “State”)
approximately 150 miles south of San Jose and 220 miles north of Los Angeles. The City, as of
January 1, 2006, had a total estimated population of 28,969. The City was originally incorporated
in 1889 and is a general law city of the State. See “CITY OF EL PASO DE ROBLES
GENERAL INFORMATION” herein.

Purpose of the Bonds

The proceeds of the Bonds will, in addition to cash, be used to (a) fund an escrow fund
(the “Escrow Fund”) to defease and redeem the City’s outstanding 1999 General Obligation
Bonds (Election of 1998) Series A and 2002 General Obligation Bonds (Election of 1998) Series
C and (b) pay the costs of issuance of the Bonds. See “THE BONDS — Purpose of the Bonds”

herein.
Authority for Issuance of the Bonds

The Bonds are issued pursuant to the Constitution and the laws of the State and
Resolution No. 07-103, as subsequently amended, authorizing the i1ssuance and sale of the Bonds
adopted by the City Council on May 15 2007 (the “Resolution”). The City received
authorization at a general election held on June 2, 1998, to issue $38 million of general
obligation bonds. The City issued Series A of the authorized general obligation bonds in 1999 in
the denominational (principal) amount of $22,999,597.80; issued Series B in 2001 in the
denominational (principal) amount of $6,999,602.25 and issued Series C in 2002 in the principal
amount of $8,000,000. See “THE BONDS — Authority for Issuance” herein.

Sources of Payment for the Bonds

The Bonds are general obligations of the City. The City has the power and is obligated to
annually levy or cause to be levied ad valorem taxes upon all property within the City subject to



taxation by the City, without limit as to rate or amount, for the payment of the Bonds and the
interest thereon. See “THE BONDS — Security and Sources of Payment” herein.

Description of the Bonds

Payments. Interest on the Bonds is payable semiannually on February I and August 1 of
each year, commencing February 1, 2008. Interest will be calculated on the basis of a 360-day
year comprised of twelve 30-day months. Principal is payable on August 1 in each year as set
forth on the cover page of this Official Statement.

Denominations. The Bonds will be issued in denominations of $5,000 each, or any
integral multiple thereof.

Redemption. The Bonds are subject to redemption as described herein under “THE
BONDS — Redemption.”

Registration. The Bonds will be 1ssued in fully registered form without coupons initially
in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York,
New York, which will act as securities depository for the Bonds. No physical distribution of
securities will be made to the public under this arrangement. See “THE BONDS — Book-Entry
System” herein.

Offering and Delivery of the Bonds

The Bonds are offered when, as and if issued, subject to approval as to their legality by
Robert M. Haight, Scotts Valley, California, Bond Counsel. It is anticipated that the Bonds in
book-entry form will be available for delivery through DTC in New York, New York, on or
about September 27, 2007.

Continuing Disclosure

In order to assist the Underwriter in complying with Rule 15¢2-12(b)(5) of the Securities
Exchange Commission, the City has covenanted to provide certain financial information and
operating data and notices of certain material events. See “CONTINUING DISCLOSURE”
herein

Professionals Involved in the Offering

Northcross, Hill & Ach, Inc., San Rafael, California, is the City’s financial advisor with
respect to the Bonds. All proceedings in connection with the issuance of the Bonds are subject to
the approval of Robert M. Haight, Scotts Valley, California, Bond Counsel to the City. Nixon
Peabody LLP 1s Disclosure Counsel to the City. Certain legal matters will be passed upon for the
City by the City Attorney. Union Bank of California, N.A. is the paying agent, registrar and
wransfer agent (the “Paying Agent”) with respect to the Bonds. Union Bank of California, N.A. 1s
also the Escrow Bank (the “Escrow Bank”). Northcross, Hill & Ach, Inc., Robert M. Haight,
Nixon Peabody LLP and Union Bank of California, N.A. will receive compensation from the
City contingent upon the sale and delivery of the Bonds.



Other Information

This Official Statement speaks only as of its date, and the information contained herein 1s
subject to change.

Copies of documents referred to herein and information concerning the Bonds are
available from the Director of Administrative Services, City of El Paso de Robles, 1000 Spring
Street, Paso Robles, California 93446, telephone: (805) 237-3999. The City may impose a charge
for copying, mailing and handling,

END OF INTRODUCTION.
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THE BONDS
General Provisions

The Bonds will be dated their date of delivery and will be issued as fully registered bonds
in denominations of $5,000 each or any integral multiple thereof.

The Bonds, in the principal amount of $31,435,000, will pay interest on each February 1
and August 1, commencing February 1, 2008 (each, an “Interest Payment Date™). Interest will be
calculated on the basis of a 360-day year comprised of twelve 30-day months. Principal will be
payable on August 1 in each of the designated years and in the amounts shown on the cover page
hereof.

Initially, the Bonds will be registered in the name of Cede & Co., as nominee of DTC,
which will act as securities depository for the Bonds. Individual purchases may be made in book-
entry form only. Purchasers will not receive certificates representing their interest in the Bonds
purchased. So long as Cede & Co. 1s the registered owner of the Bonds, references to the
Bondholders or registered owners shall mean Cede & Co. and shall not mean the Beneficial
Owners of the Bonds. So long as Cede & Co. 1s the registered owner of the Bonds, principal of
and interest on the Bonds are payable by wire wansfer by the Paying Agent to Cede & Co., as
nominee for DTC, which is required, in turn, to remit such amounts to the DTC Participants for
subsequent disbursement to the Beneficial Owners. See “THE BONDS — Book Entry System”
and “Discontinuation of Book Entry System” herein.

Authority for Issuance

The City received authorization at the general election of June 2, 1998, to issue $38
million of general obligation bonds (the “Authorization”). The first series issued under the
Authorization, the Series A Bonds, was issued in 1999 in the denominational (principal) amount
of $22,999,597.80. The second series, the Series B Bonds, was issued in 2001 in the
denominational (principal) amount of $6,999,602.65. The third and final series, the Series C
Bonds, were issued in 2002 in the principal amount of $8,000,000.

The Bonds, issued to defease and redeem the Series A Bonds and the Series C Bonds, are
1ssued under the Constitution of the State and Article 4.5 of Chapter 3 of Part 1 of Division 2 of
Title 5 of the Govemment Code of the State and Article 11 of Chapter 3 of Part 1 of Division 2
of Title 5 of the Govemment Code and pursuant to the Resolution.

Purpose of the Bonds

The proceeds of the Bonds will be used (a) to fund, in addition to cash from prior tax
collections, the Escrow Fund in the amount required to defease and to redeem the Series A
Bonds and the Series C Bonds (together, the “Prior Bonds”) and (b) to pay for the costs of
1ssuance of the Bonds. See “THE REFUNDING PLAN AND VERIFICATION” herein.



Estimated Sources and Uses of Funds

The proceeds of the Bonds are expected to be applied as follows (excluding accrued
interest):

Sources of Funds

Principal Amount of Bonds............................. $31,435,000.00
Cash from Tax Collections...............ccccceevvernn.. 989,000.00
Net Premium 1.291.883.25

Total Sources...............cooooccvii $33,715,883.25

Uses of Funds

Escrow Fund.............c.oooo $33,387,101.83
Costs of Issuance Fund®.............................o. 234,476.42
Underwriter’s Discount 94.305.00

Total USeS..........ooovviiiiiiiiei $33,715,883.25

o Costs of issuance include the financial advisor fee, bond counsel fee, disclosure counsel fee, bond

insurance premium, rating fees, paying agent and escrow bank fees, printing fees and costs, bond insurance
premium and other closing costs.

Security and Sources of Payment

The Bonds are general obligations of the City payable from ad valorem taxes. The City
has the power and is obligated to annually levy or cause to be levied ad valorem taxes upon all
property within the City subject to taxation by the City, without limit as to rate or amount, for the
payment of the Bonds and the interest thereon. Pursuant to the Resolution, the City directs the
County of San Luis Obispo to levy on all taxable property in the City, in addition to all other
taxes, a continuing direct and ad valorem tax annually during the period the Bonds are
outstanding in an amount sufficient to pay the principal of and interest on the Bonds when due.
Such taxes, when collected, will be deposited in the Debt Service Fund (the “Debt Service
Fund”) which 1s held by the City and pledged for the payment of principal of and interest on the
Bonds when due.

The principal of and interest and premium (if any) on the Bonds shall not constitute a
debt of the County, the State of California, or any of its political subdivisions other than the City,
or any of the officers, agents or employees thereof, and neither the County, the State of
California, any of its political subdivisions nor any of the officers, agents and employees thereof
shall be liable thereon. In no event shall the principal of and interest and premium (if any) on the
Bonds be payable out of any funds or properties of the City other than ad valorem taxes levied
upon all taxable property in the City.

For further information regarding the City’s tax base, tax rates, overlapping debt and
other matters concerning taxation, see “CITY OF EL PASO DE ROBLES PROPERTY TAX
INFORMATION” herein.



Redemption

Optional Redemption. Bonds maturing on or before August 1, 2015, are not subject to
optional redemption. Bonds maturing on or after August 1, 2016, are subject to redemption prior
to their respective stated maturity dates, at the option of the City, from any source of available
funds, in whole or in part (in such maturities as are designated by the City and by lot within such
maturities) on any business day prior to their respective maturities, on or after August 1, 2015, at
the following redemption prices (expressed as a percentage of the principal amount of the Bonds
called for redemption), together with interest accrued thereon to the date of redemption.

Redemption Date Redemption Price
August 1, 2015, through July 31, 2016 102%
August 1, 2016, through July 31, 2017 101
August 1, 2017 and thereafter 100

Redemption Notice. The Paying Agent shall cause notice of any redemption to be mailed
by first class mail, postage prepaid, at least 30 days but not more than 60 days prior to the date
fixed for redemption, to (a) one or more of the Information Services, and (b) to the respective
owners of any Bonds designed for redemption, at their addresses appearing on the Registration
Books; but such mailing shall not be a condition precedent to such redemption and failure to mail
or to receive any such notice shall not affect the validity of the proceedings for the redemption of
such Bonds or the cessation of accrual and compounding of interest thereon from and after the
redemption date. In addition, notice of redemption shall be given by telecopy or certified,
registered or overnight mail to each of the Securities Depositories at least two days prior to such
mailing to the Bond Owners.

Such notice shall state the redemption date and the redemption price and, if less than all
of the then Outstanding Bonds are to be called for redemption, shall designate the serial numbers
of Bonds to be redeemed by giving the individual number of each Bond or by stating that all of
the Bonds between two stated numbers, both inclusive, or by stating that all of the Bonds of one
or more maturities have been called for redemption, and shall require that such Bonds be then
surrendered at the Principal Office of the Paying Agent for redemption at the said redemption
price, giving notice also that further interest on such Bonds will not accrue from and after the
redemption date.

Debt Service Schedule

Annual aggregate debt service obligations for the Bonds and for the Series B Bonds,
assuming no optional redemptions are made, are as follows:



Year

Ending Principal Series B Total,
(August 1) Amount Interest Total Bonds All Bonds
2008 $240,000 $ 191,521.67 $ 431,521.67  $520,000 $ 951,521.67
2009 1,075,000 1,355,212.50 2,430,212.50 520,000 2,950,212.50
2010 1,120,000 1,312,212.50 2,432,212.50 520,000 2,952,212.50
2011 1,150,000 1,273,012.50 2,423,012.50 525,000 2,948,012.50
2012 1,200,000  1227,01250 242701250 525,000 2,952,012.50
2013 1,250,000 1,176,012.50 2,426,012.50 525,000 2,951,012.50
2014 1,300,000 1,122,887.50 2,422.887.50 525,000 2,947.887.50
2015 1,360,000 1,067,637.50 2,427,637.50 525,000 2,952,637.50
2016 1,410,000 1,013,237.50 2,423,237.50 525,000 2,948,237.50
2017 1,475,000 949,787.50 2,424.787.50 525,000 2,949,787.50
2018 1,535,000 890,787.50 2.425787.50 525,000 2,950,787.50
2019 1,595,000 829,387.50 2,424.387.50 525,000 2,949,387.50
2020 1,675,000 749,637.50 2,424,637.50 525,000 2,949,637.50
2021 1,745,000 678,450.00 2,423,450.00 525,000 2,948,450.00
2022 1,820,000 606,150.00 2,426,150.00 525,000 2,951,150.00
2023 1,900,000 524,250.00 2,424.250.00 525,000 2.,949,250.00
2024 1,995,000 42925000  2.424250.00 525,000 2,949.250.00
2025 2,090,000 329,500.00 2,419,500.00 530,000 2,949,500.00
2026 2,195,000 225,000.00 2,420,000.00 530,000 2,950,000.00
2027 2,305,000 115,250.00 2,420,250.00 530,000 2,950,250.00
Book-Entry System
Information concerning DTC and DTC’s book-entry system 1s contained in

APPENDIX E — BOOK-ENTRY SYSTEM.
Discontinuation of Book-Entry System; Payment to Beneficial Owners

In the event that the book-entry system described above is no longer used with respect to
the Bonds, the following provisions will govern the payment, registration, transfer, exchange and
replacement of the Bonds.

The principal amount of the Bonds and any premium upon the redemption thereof prior
to maturity will be payable in lawful money of the United States of America upon presentation
and surrender of the Bonds at the Principal Office of the Paying Agent.

Any Bond may, in accordance with its terms, be transferred upon the Registration Books
by the person in whose name it 1s registered, in person or by his duly authorized attorney, upon
surrender of such Bond for cancellation, accompanied by delivery of a written instrument, duly
executed in a form approved by the Paying Agent. The Paying Agent shall not be obligated to
make any transfer of the Bonds during the period established by the Paying Agent for the
selection of the Bonds during the period established by the Paying Agent for the selection of the
Bonds for redemption, or with respect to any Bond selected for redemption.



Whenever any Bond or Bonds shall be surrendered for transfer, the City shall execute and
the Paying Agent shall authenticate and deliver to the transferee a new Bond or Bonds of like
maturity.

The Bonds may be exchanged at the Principal Office of the Paying Agent for a like
original principal amount of the Bonds of the same maturity. The City may charge a reasonable
sum for each new Bond issued upon any exchange (except in the exchange of temporary Bonds
for definitive Bonds). No exchanges of the Bonds shall be required to be made during the period
established by the Paying Agent for the selection of the Bonds for redemption or with respect to
any Bonds selected for redemption.

BOND INSURANCE
The MBIA Insurance Corporation Insurance Policy

The following information has been furnished by MBIA Insurance Corporation
(“MBIA”) for use n this Official Statement. Reference is made to Appendix F for a specimen of
MBIA’s policy [(the “Policy”)].

MBIA 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 Policy and MBIA set forth under
the heading “BOND INSURANCE.” Additionally, MBIA makes no representation regarding
the Bonds or the advisability of investing in the Bonds.

The MBIA Policy unconditionally and irrevocably guarantees the full and complete
payment required to be made by or on behalf of the City to the Paying Agent or its successor of
an amount equal to (1) the principal of (either at the stated maturity or by an advancement of
maturity pursuant to a mandatory sinking fund payment) and interest on, the Bonds as such
payments shall become due but shall not be so paid (except that in the event of any acceleration
of the due date of such principal by reason of mandatory or optional redemption or acceleration
resulting from default or otherwise, other than any advancement of maturity pursuant to a
mandatory sinking fund payment, the payments guaranteed by the MBIA Policy shall be made in
such amounts and at such times as such payments of principal would have been due had there not
been any such acceleration, unless MBIA elects in its sole discretion, to pay in whole or in part
any principal due by reason of such acceleration); and (i1) the reimbursement of any such
payment which is subsequently recovered from any Owner of the Bonds pursuant to a final
judgment by a court of competent jurisdiction that such payment constitutes an avoidable
preference to such Owner within the meaning of any applicable bankruptcy law (a “Preference”).

MBIA's Policy does not insure against loss of any prepayment premium which may at
any time be payable with respect to any Bonds. MBIA's Policy does not, under any
circumstance, insure against loss relating to: (i) optional or mandatory redemptions (other than
mandatory sinking fund redemptions);, (i1) any payments to be made on an accelerated basis;
(111) payments of the purchase price of Bonds upon tender by an owner thereof, or (iv) any
Preference relating to (i) through (ii1) above. MBIA's Policy also does not insure against
nonpayment of principal of or interest on the Bonds resulting from the insolvency, negligence or
any other act or omission of the Paying Agent or any other paying agent for the Bonds.



Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in
writing by registered or certified mail, or upon receipt of written notice by registered or certified
mail, by MBIA from the Paying Agent or any owner of a Bond the payment of an insured
amount for which 1s then due, that such required payment has not been made, MBIA on the due
date of such payment or within one business day after receipt of notice of such nonpayment,
whichever 1s later, will make a deposit of funds, in an account with U.S. Bank Trust National
Association, in New York, New York, or its successor, sufficient for the payment of any such
mnsured amounts which are then due. Upon presenmment and surrender of such Bonds or
presentment of such other proof of ownership of the Bonds, together with any appropriate
instruments of assignment to evidence the assignment of the insured amounts due on the Bonds
as are paid by MBIA, and appropriate instruments to effect the appointment of MBIA as agent
for such owners of the Bonds in any legal proceeding related to payment of insured amounts on
the Bonds, such instruments being in a form satisfactory to U.S. Bank Trust National
Association, U.S. Bank Trust National Association shall disburse to such owners or the Paying
Agent payment of the insured amounts due on such Bonds, less any amount held by the Paying
Agent for the payment of such insured amounts and legally available therefor.

MBIA Insurance Corporation

MBIA Insurance Corporation (“MBIA”) is the principal operating subsidiary of MBIA
Inc., a New York Stock Exchange listed company (the “Company”). The Company is not
obligated to pay the debts of or claims against MBIA. MBIA is domiciled in the State of New
York and licensed to do business in and subject to regulation under the laws of all 50 states, the
Diswrict of Columbia, the Commonwealth of Puerto Rico, the Commonwealth of the Northem
Mariana Islands, the Virgin Islands of the United States and the Territory of Guam. MBIA,
either directly or through subsidiaries, is licensed to do business in the Republic of France, the
United Kingdom and the Kingdom of Spain and is subject to regulation under the laws of those
jurisdictions. In February 2007, MBIA Corp. incorporated a new subsidiary, MBIA Meéxico,
S.A. de C.V. (“MBIA Mexico”), through which it intends to write financial guarantee insurance
in Mexico beginning in 2007.

The principal executive offices of MBIA are located at 113 King Sweet, Armonk, New
York 10504 and the main telephone number at that address 1s (914) 273-4545.

Regulation

As a financial guaranty insurance company licensed to do business in the State of New
York, MBIA 1s subject to the New York Insurance Law which, among other things, prescribes
minimum capital requirements and contingency reserves against liabilities for MBIA, limits the
classes and concentrations of inveswments that are made by MBIA and requires the approval of
policy rates and forms that are employed by MBIA. State law also regulates the amount of both
the aggregate and individual risks that may be msured by MBIA, the payment of dividends by
MBIA, changes in control with respect to MBIA and transactions among MBIA and its affiliates.

The Policy 1s not covered by the Property/Casualty Insurance Security Fund specified in
Article 76 of the New York Insurance Law.

Financial Strength Ratings of MBIA

Moody's Investors Service, Inc. rates the financial strength of MBIA “Aaa.”



Standard & Poor's, a division of The McGraw-Hill Companies, Inc., rates the financial
strength of MBIA “AAA.”

Fitch Ratings rates the financial strength of MBIA “AAA.”

Each rating of MBIA should be evaluated independently. The ratings reflect the
respective rating agency's current assessment of the creditworthiness of MBIA and its ability to
pay claims on its policies of insurance. Any further explanation as to the significance of the
above ratings may be obtained only from the applicable rating agency.

The above ratings are not recommendations to buy, sell or hold the Bonds, and such
ratings may be 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 the Bonds. MBIA does not guaranty the market price of the Bonds nor does it
guaranty that the ratings on the Bonds will not be revised or withdrawn.

MBIA Financial Information

As of December 31, 2006, MBIA had admitted assets of $10.9 billion (audited), total
liabilities of $6.9 billion (audited), and total capital and surplus of $4.0 billion (audited)
determined m accordance with statutory accounting practices prescribed or permitted by
insurance regulatory authorities. As of June 30, 2007, MBIA had admitted assets of $10.8
billion (unaudited), total liabilities of $6.8 billion (unaudited), and total capital and surplus of
$4.0 billion (unaudited) determined in accordance with statutory accounting practices prescribed
or permitted by insurance regulatory authorities.

For further information concerning MBIA, see the consolidated financial statements of
MBIA and its subsidiaries as of December 31, 2006 and December 31, 2005 and for each of the
three years in the period ended December 31, 2006, prepared in accordance with generally
accepted accounting principles, included in the Annual Report on Form 10-K of the Company
for the year ended December 31, 2006 and the consolidated financial statements of MBIA and its
subsidiaries as of June 30, 2007 and for the six month periods ended June 30, 2007 and June 30,
2006 included in the Quarterly Report on Form 10-Q of the Company for the quarter ended
June 30, 2007, which are hereby incorporated by reference into this Official Statement and shall
be deemed to be a part hereof.

Copies of the statutory financial statements filed by MBIA with the State of New York
Insurance Department are available over the Internet at the Company’s web site at
http://www.mbia.com and at no cost, upon request to MBIA at its principal executive offices.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the Securities and Exchange
Commission (the “SEC”) are incorporated by reference into this Official Statement:

(1) The Company’s Annual Report on Form 10-K for the year ended December 31,
2006; and

2) The Company’s Quarterly Report on Form 10-Q for the quarter ended June 30,
2007.
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Any documents, including any financial statements of MBIA and its subsidiaries that are
included therein or attached as exhibits thereto, filed by the Company pursuant to Sections 13(a),
13(c), 14 or 15(d) of the Exchange Act after the date of the Company’s most recent Quarterly
Report on Form 10-Q or Annual Report on Form 10-K, and prior to the termination of the
offering of the Bonds offered hereby shall be deemed to be incorporated by reference in this
Official Statement and to be a part hereof from the respective dates of filing such documents.
Any statement contained in a document incorporated or deemed to be incorporated by reference
herein, or contained in this Official Statement, shall be deemed to be modified or superseded for
purposes of this Official Statement to the extent that a statement contained herein or in any other
subsequently filed document which also is or is deemed to be incorporated by reference herein
modifies or supersedes such statement. Any such statement so modified or superseded shall not
be deemed, except as so modified or superseded, to constitute a part of this Official Statement.

The Company files annual, quarterly and special reports, information statements and
other information with the SEC under File No. 1-9583. Copies of the Company’s SEC filings
(including (1) the Company’s Annual Report on Form 10-K for the year ended December 31,
2006, and (2) the Company’s Quarterly Reports on Form 10-Q for the quarters ended March 31,
2007 and June 30, 2007) are available (1)over the Internet at the SEC’s web site at
http://www.sec.gov; (i1) at the SEC’s public reference room in Washington D.C.; (iii) over the
Internet at the Company’s web site at http://www.mbia.com; and (iv) at no cost, upon request to
MBIA at its principal executive offices.

In the event the Insurer were to become insolvent, any claims arising under a policy of
financial guaranty insurance are excluded from coverage by the California Insurance Guaranty
Association, established pursuant to Article 14.2 (commencing with Section 1063) of Chapter 1
of Part 2 of Division 1 of the California Insurance Code.

THE REFUNDING PLAN AND VERIFICATION

Net proceeds of the Bonds will be used to establish an irrevocable escrow (the “Escrow
Fund”) to be held by Union Bank of California, N.A. (the “Escrow Bank™) on behalf of the City
and for the benefit of the owners of the Prior Bonds. Moneys in the Escrow Fund will be
invested in Federal Securities and applied to the payment of principal and imnterest on the Prior
Bonds to August 1, 2009, and to then redeem the Prior Bonds at the redemption price of 102% of
the principal amount thereof. Upon the establishment of the Escrow Fund as described above, the
Prior Bonds will be defeased and the owners thereof will have rights of payment exclusively
from the Escrow Fund.

The adequacy and sufficiency of the Escrow Fund to fully defease and redeem the Prior
Bonds will be verified in a Verification Report to be prepared by Grant Thornton LLP certified
public accountants.

CONSTITUTIONAL AND STATUTORY PROVISIONS AFFECTING CITY
REVENUES AND APPROPRIATIONS

Article XIIIA of the California Constitution
Article XIITA of the State Constitution limits the amount of ad valorem taxes on real
property to 1% of “full cash value” as determined by the county assessor. Article XIIIA defines

“full cash value” to mean “the county assessor’s valuation of real property as shown on the 1975-
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76 tax roll under ‘full cash value,” or, thereafter, the appraised value of real property when
purchased, newly constructed, or a change in ownership has occurred after the 1975 assessment,
subject to exemptions in certain circumstances of property transfer or reconswuction. The “full
cash value” 1s subject to annual adjustment to reflect increases, not to exceed 2% per year, or
decreases in the consumer price index or comparable local data, or to reflect reductions in
property value caused by damage, destruction or other factors.

Article XIIIA requires a vote of two-thirds of the qualified electorate of a city, county,
special district or other public agency to impose special taxes, while totally precluding the
imposition of any additional ad valorem, sales or transaction tax on real property. Article XIIIA
exempts from the 1% tax limitation any taxes above that level required to pay debt service (a) on
any indebtedness approved by the voters prior to July 1, 1978, and (b) as a result of an
amendment approved by California voters on June 3, 1986, on any bonded indebtedness
approved by two-thirds of the votes cast by the voters for the acquisition or improvement of real
property on or after July 1, 1978. In addition, Article XIIIA requires the approval of two-thirds
of all members of the State legislature to change any State taxes for the purpose of increasing tax
revenues.

Legislation Implementing Article XIIIA

Legislation has been enacted and amended a number of times since 1978 to implement
Article XIITA. Under current law, local agencies are no longer permitted to levy directly any
property tax (except to pay voter-approved indebtedness). The 1% property tax is automatically
levied by the county and distributed according to a formula among taxing agencies. The formula
apportions the tax roughly in proportion to the relative shares of taxes levied prior to 1989.

That portion of annual property tax revenues generated by increases in assessed
valuations within each tax rate area within a county, subject to redevelopment agency, if any,
claims on tax increment and subject to changes in organizations, if any, of affected jurisdictions,
1s allocated to each jurisdiction within the tax rate area in the same proportion that the total
property tax revenue from the tax rate area for the prior year was allocated to such jurisdictions.

Since the beginning of the 1981-82 fiscal year, assessors in California no longer record
property values on tax rolls at the assessed value of 25% of market value. All taxable property is
now shown at “full cash value” on the tax rolls.

Consequently, the tax rate i1s expressed as $1 per $100 of taxable value. All taxable
property value included in this Official Statement is shown at 100% of taxable values (unless
noted differently), and all tax rates reflect the $1 per $100 of taxable value.

Unitary Property

California Assembly Bill 454 (Chapter 921, Statutes of 1987) (“A.B. 454”) provides that
revenues derived from most utility property assessed by the State Board of Equalization
(“Unitary Property”), commencing with the 1988-89 fiscal year, will be allocated as follows: (a)
each jurisdiction will receive up to 102% of its prior year State-assessed revenue;, and (b) if
county-wide revenues generated from Unitary Property are less than the previous year’s revenues
or greater than 102% of the previous year’s revenues, each jurisdiction will share the burden of
the shortfall or excess revenues by a specified formula. This provision applies to all Unitary



Property except railroads whose valuation will continue to be allocated to individual tax rate
areas.

The provisions of A.B. 454 do not constitute an elimination of the assessment of any
State-assessed properties nor a revision of the methods of assessing utilities by the State Board of
Equalization. Generally, A.B. 454 allows valuation growth or decline of Unitary Property to be
shared by all jurisdictions in a county.

Article XIIIB of the California Constitution

Article XIIIB of the State Constitution, as amended by Proposition 111 approved by the
voters on June 5, 1990, limits the annual appropriations of the State and of any city, county,
school district, authority or other political subdivision of the State to the level of appropriations
of the particular govemmental entity for the prior fiscal year, as adjusted for changes in the cost
of living, population and services rendered by the govemmental entity. The “base year” for
establishing such appropriation limit was originally the 1978-79 fiscal year. Following the
approval of Proposition 111, for fiscal years beginning on or after July 1, 1990, the
appropriations limit of each entity of govemment shall be the appropriations limit for the 1986-
87 fiscal year adjusted for the changes made from that fiscal year pursuant to the provisions of
Article XIIIB, as amended by Proposition 111.

Appropriations subject to Article XIIIB generally include the proceeds of taxes levied by
the State or other entity of local govemment, exclusive of certain State subventions, refunds of
taxes, benefit payments from retirement, unemployment insurance and disability insurance
funds. “Proceeds of taxes” include, but are not limited to, (a) regulatory licenses, user charges,
and user fees (but only to the extent such proceeds exceed the cost of providing the service or
regulation), and (b) the investment of tax revenues. Article XIIIB includes a requirement that if
an entity’s revenues in any fiscal year and the fiscal year immediately following it, exceed the
amounts that may be appropriated in that fiscal year and the fiscal year immediately following it,
the excess would have to be returned by revising tax rates or fee schedules over the subsequent
two years.

CITY OF EL PASO DE ROBLES
Appropriations Limit and Appropriations Subject to Limitation
Fiscal Year 2006-07

Appropriations Limit $34,479,431
Appropriations Subject to Limit $20,571,000

Source: City of El Paso de Robles
Proposition 62

A statutory mitiative (“Proposition 62”) was adopted by the voters at the November 4,
1986, general election which (1) requires that any taxes for general govemmental purposes
imposed by local govemmental entities such as the City be approved by a two-thirds vote of the
govemmental entity’s legislative body and by a majority vote of the voters of the govemmental
entity voting in an election on the tax, (i1) requires that any special tax (defined as taxes levied
for other than general govemmental purposes) imposed by a local govemmental entity be
approved by a two-thirds vote of the voters of the govemmental entity voting in an election on



the tax, (i11) restricts the use of revenues from a special tax to the purposes or for the service for
which the special tax was imposed, (iv) prohibits the imposition of ad valorem taxes on real
property by local govemmental entities except as permitted by Article XIIIA, (v) prohibits the
imposition of transaction taxes and sales taxes on the sale of real property by local govemmental
entities, and (vi) requires that any tax imposed by a local govemmental entity on or after
August 1, 1985, be ratified by a majority vote of the voters voting in an election on the tax within
two years of the adoption of the initiative or be terminated by November 18, 1988.

No taxes imposed by the City of El Paso de Robles are, or were, subject to
Proposition 62.

Proposition 218

On November 5, 1996, California voters approved Proposition 218, the “Right to Vote on
Taxes Act.” Proposition 218 added Articles XIIIC and XIIID to the California Constitution,
imposing certain voting requirements and other limitations on the imposition of new or increased
taxes, assessments and property-related fees and charges. Proposition 218 states that all taxes
imposed by local govemments shall be deemed to be either general taxes or special taxes.
Special purpose districts, including school districts, have no power to levy general taxes. No
local govemment may impose, extend or increase any general tax unless and until such tax is
submitted to the electorate and approved by a majority vote. No local govemment may impose,
extend or increase any special tax unless and until such tax is submitted to the electorate and
approved by a two-thirds vote.

Proposition 218 also provides that no tax, assessment, fee or charge shall be assessed by
any agency upon any parcel of property or upon any person as an incident of property ownership
except (1) the ad valorem property tax imposed pursuant to Article XIII and Article XIIIA of the
California Constitution, (i1) any special tax receiving a two-thirds vote pursuant to Article XIIIA
of the California Constitution, and (ii1) assessments, fees and charges for property related
services as provided in Proposition 218. Proposition 218 then goes on to add voter requirements
for assessments and fees and charges imposed as an incident of property ownership, other than
fees and charges for sewer, water, and refuse collection services. In addition, all assessments and
fees and charges imposed as an incident of property ownership, including sewer, water, and
refuse collection services, are subjected to various additional procedures, such as hearings and
stricter and more individualized benefit requirements and findings.

Proposition 218 also extends the initiative power to reducing or repealing any local taxes,
assessments, fees and charges. This extension of the initiative power is not limited to taxes
imposed on or after November 6, 1996, the effective date of Proposition 218, and could result in
retroactive repeal or reduction in any existing taxes, assessments, fees and charges, subject to
overriding federal and State constitutional principles relating to the impairment of contracts.

Proposition 218 also provides that any general tax imposed, extended or increased
without voter approval on or after January 1, 1995, and prior to the effective date of Proposition
218 shall continue to be imposed only if approved by a majority vote of the voters in an election
held by November, 1998. The City did not impose, extend or increase any general tax within the
January 1, 1995 to November 6, 1996, time period.

Proposition 218 is likely to undergo both judicial and legislative scrutiny before its full
impact on the City and its obligations can be determined. Certain provisions of Proposition 218
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may be examined by the courts for their constitutionality under both State and federal
constitutional law. The City is not able to predict the outcome of any such examination.

The foregoing discussion of Proposition 218 should not be considered an exhaustive or
authoritative treatment of the issues. The City does not expect to be in a position to control the
consideration or disposition of these issues and cannot predict the timing or outcome of any
judicial or legislative activity in this regard.

Because the issuance of the Bonds has been approved by more than two-thirds of the
voters, the levy of ad valorem property taxes to pay debt service on the Bonds 1s not limited by
Proposition 218.

Future Initiatives

Article XIIIA, Article XIIIB and Propositions 62 and 218 were each adopted as measures
that qualified for the ballot through California’s initiative process. From time to time other
mnitiative measures could be adopted, further affecting the City’s revenues.

CITY OF EL PASO DE ROBLES PROPERTY TAX INFORMATION
Ad Valorem Property Taxation

City property taxes are assessed and collected by the County at the same time and on the
same rolls as the County and special district property taxes.

The valuation of secured property is established as of January 1 and is subsequently
equalized in August, and 1s payable in two installments of taxes due November 1 and February 1,
respectively. Taxes become delinquent on December 10 and April 10, respectively, and a 10%
penalty attaches to any delinquency for each respective installment. Taxes on unsecured property
(personal property and leasehold) are due on August 31 of each year based on the preceding
fiscal year’s secured tax rate.

State law exempts $7,000 of the full cash value of an owner-occupied dwelling, but this
exemption does not result in any loss of revenue to local agencies because the State reimburses
local agencies for the value of the exemptions.

Assessed Valuation

All property 1s assessed using full cash value as defined by Article XIIIA of the State
Constitution. State law provides exemption from ad valorem property taxation for certain classes
of property such as churches, colleges, non-profit hospitals, and charitable institutions.

Future assessed valuation growth allowed under Article XIIIA will be allocated on the
basis of “situs” among the jurisdictions that serve the tax rate area within which the growth
occurs. Local agencies and schools 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 tax bases to such entities may be affected by the
establishment of redevelopment agencies which, under certain circumstances, may be entitled to
revenues resulting from the increase in certain property values.
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For assessment and collection purposes, property is classified as either “secured” or
“unsecured” and 1s listed accordingly on separate parts of the assessment roll. The “secured roll”
1s that part of the assessment roll containing State-assessed property and real property having a
tax lien which is sufficient, in the opinion of the assessor, to secure payment of taxes. Unsecured
property comprises all property not attached to land such as personal property or business
property. Boats and airplanes are examples of unsecured property. Unsecured property is
assessed on the “unsecured roll.”

The passage of A.B. 454 in 1987 changed the manner in which unitary and operating
nonunitary property is assessed by the State Board of Equalization. The legislation deleted the
formula for the allocation of assessed value attributed to such property and imposed a state-
mandated local program by requiring the assignment of the assessed value of all unitary and
operating nonunitary property in each county of each state assessee other than a regulated
railway company. The legislation established formulas for the computation of applicable
countywide tax rates for such property and for the allocation of property tax revenues atwibutable
to such property among taxing jurisdictions in the county beginning in fiscal year 1988-89. This
legislation requires each county to issue each state assessee, other than a regulated railway
company, a single tax bill for all unitary and operating nonunitary property.

Tax Levies, Collections and Delinquencies

Taxes are levied for each fiscal year on taxable real and personal property which is
situated in the City as of the preceding January 1. A supplemental roll, developed when property
changes hands, produces additional revenue.

A ten percent penalty attaches to any delinquent payment for secured roll taxes. In
addition, property on the secured roll with respect to which taxes are delinquent becomes tax-
defaulted. Such property may thereafter be redeemed by payment of the delinquent taxes and the
delinquency penalty, plus a redemption penalty to the time of redemption. If taxes are unpaid for
a period of five years or more, the property is subject to auction sale by the County Tax
Collector.

In the case of unsecured property taxes, 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
beginning November 1st of the fiscal year, and a lien 1s recorded against the assessee. The taxing
authority has four ways of collecting unsecured personal property taxes: (1) a civil action against
the taxpayer; (2) filing a certificate in the office of the County Clerk specifying certain facts in
order to obtain a judgment lien on specific property of the taxpayer; (3) filing a certificate of
delinquency for recording in the County Recorder’s office in order to obtain a lien on specified
property of the taxpayer, and (4) seizure and sale of personal property, improvements or
possessory interests belonging or assessed to the assessee.

The County levies (except for levies to support prior voter-approved indebtedness) and
collects all property taxes for property falling within the County’s taxing boundaries.

The County has adopted the Alternative Method of Distribution of Tax Levies and
Collections and of Tax Sale Proceeds (the “Teeter Plan”), as provided for in Section 4701 et seq.
of the State Revenue and Taxation Code. Under the Teeter Plan, each participating local agency,
including cities, levying property taxes in a county receives the amount of uncollected taxes
credited to its fund, in the same manner as if the amount credited had been collected. In return,
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the county receives and retains delinquent payments, penalties and interest as collected, that
would have been due the local agency. However, although a local agency receives the total levy
for its property taxes without regard to actual collections, funded from a reserve established and
held by its county for this purpose, the basic legal liability for property tax deficiencies at all
times remains with the local agency. The Teeter Plan is to remain in effect unless the county
board of supervisors orders its discontinuance or unless, prior to the commencement of any fiscal
year of the county, the board of supervisors receives a petition for its discontinuance from two-
thirds of the participating revenue districts in the county. A board of supervisors may, after
holding a public hearing on the matter, discontinue the procedures under the Teeter Plan with
respect to any tax levying agency in its county.

The following is a table summarizing the historical and current assessed valuations of the
City.

CITY OF EL PASO DE ROBLES
Assessed Valuations of Taxable Property

Total Before
Redevelopment
Fiscal Year Local Secured Utility Unsecured Increment

2002-03 $1,675,945313 $341,167 $108,117,503 $1,784,403,983

2003-04 1,926,737,011 369,804 114310291 2,041,417,106
2004-05 2208,794,176 426665 116769665  2,325.990.506
2005-06 2601,722,860 407,526 120,324,144  2,722,454.530
2006-07 3.076,657,042 494973 127,044,804  3,204,196,909

Source: California Municipal Statistics, Inc.

Secured property tax charges (general fund apportionment) and delinquencies for taxable
properties within the City for fiscal years 2001-02 through 2005-06 are shown in the following
table. Under the Teeter Plan, the County credits to the City 100% of uncollected property taxes.
The County, in return, receives and retains all delinquent payments, penalties and interest. The
net result 1s that, so long as the Teeter Plan remains in effect, uncollected taxes and delinquency
rates are of significance only to the County, and the City’s effective collection rate is 100%.
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CITY OF EL PASO DE ROBLES
Secured Tax Charges and Delinquencies

Amount Percentage
Secured Tax  Delinquent Delinquent
Fiscal Year Charge'” June 30@ June 30

2001-02  $2,599275.41 $39,084.87 1.50%
2002-03 202798319  40,162.57 1.37
2003-04 3304,147.77  46,732.52 1.41
2004-05 374640235  51,057.51 1.36
2005-06 4,377,550.74  75,695.20 1.73

o 1% General Fund apportionment.
@ Because of the Teeter Plan, the County credits to the City all uncollected taxes; the City therefor receives
all taxes levied.

Source: California Municipal Statistics, Inc.
Tax Rates

The table below shows property tax rates for fiscal years 2002-03 through 2006-07 within
a representative tax rate area (“TRA 2-0007) within the City.



CITY OF EL PASO DE ROBLES

Property Tax Rates Per $100 of Assessed Valuation

General
City of Paso Robles Bond
State Water Project

Total

2002-03 2003-04 2004-05 2005-06 2006-07
1.00000 1.00000 1.00000 1.00000 1.00000
0.17750 0.17750 0.17750 0.10820 0.09520
0.00230 0.00230 0.00223 0.00222 0.00221
1.17980 1.17980 1.17973 1.11042 1.09741

Source: California Municipal Statistics, Inc.

Principal Taxpayers

The twenty largest taxpayers in the City, as shown on the 2006-07 secured tax roll, and
the amounts of their respective assessed valuations within the City, are shown below. Assessed
valuations for the twenty largest taxpayers amounted to $238,530,801 or approximately 7.75% of
the City’s total $3,076,657,042 local secured tax roll.

CITY OF EL PASO DE ROBLES

Largest Twenty Local Secured Taxpayers

2006-07 % of
Property Owner Primary Land Use Assessed Valuation  Total™
1. Paso Robles Partners LLC Residential Development $23.503,054 0.76%
2/ Paso Robles Ventures LLC Shopping Center 21,681,730 0.70
3. Centex Homes Residential Development 21,466,958 0.70
4. Dry Creek Apartments Apartments 19,129,405 0.62
5. Estrella Communities LLC Residential/Golf Course 13,394,984 0.44
6. Harrods Inc. Residential Development 13,040,018 0.42
7. Tri-W Enterprises Inc. Shopping Center 12,110,523 0.39
8. Kohl's Department Stores Inc. Shopping Center 10,985,531 0.36
9. Martin Resorts Inc. Hotel 10,975,611 0.36
10. Wal-Mart Stores Inc. Shopping Center 10,846,505 0.35
11. Health Care REIT Inc. Senior Retirement Housing 10,702,100 0.35
12. East Village Associates LLC Commercial 10,046,424 033
13.  RiverOaksII LLC Residential/Agriculture 9,601,045 031
14. Fallingstar Homes Inc. Residential Development 9,239,565 0.30
15. France E. Raine Light Manufacturing 7,592,200 0.25
16.  Alan Little Custom Homes Inc. Residential 7,344,000 0.24
17. Golden Hill Business Park LLC Commercial 7,000,000 0.23
18. Marshall Field Stores Inc. Shopping Center 6,695,220 0.22
19.  Zurn Industries Inc. Wilkins Regulator Division Light Manufacturing 6,660,041 0.22
20. John Stephenson Unknown Use 6,515,887 0.21
$238,530,801 7.75%

) 2006-07 Local Secured Assessed Valuation: $3,076,657,042.

Source: California Municipal Statistics, Inc.
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CITY OF EL PASO DE ROBLES GENERAL INFORMATION
Introduction

The City of El Paso De Robles is located on U.S. Highway 101 in San Luis Obispo
County approximately 150 miles south of San Jose and 220 miles north of Los Angeles. San Luis
Obispo County is located in the central coast area of California. It is bordered on the north by
Monterey County and on the south by Santa Barbara County. The City of San Luis Obispo is the
seat of the county govemment and the largest city in the County. Paso Robles is the second
largest city in population in San Luis Obispo County. The City includes approximately 17 square
miles of land within its boundaries and is the commercial center for northern San Luis Obispo
County and southern Monterey County.

Government

The City was incorporated in 1889 and is a general law city with a council manager form
of govemment. The City Council consists of the Mayor elected at large for a two year term and
four members elected at large for four-year terms. Council Members appoint the City Manager
who is responsible for administration of the City.

City Services

As of June 30, 20006, the City employed 184 full time equivalent employees. In addition
to providing administrative, public works and community services, the City provides police and
fire protection services. The City owns and operates the municipal water system serving over
10,000 customers and the municipal sewer system.

Population Trends

The following table presents population statistics for the City and the County for the
years 2002 through 2007.

CITY OF EL PASO DE ROBLES

AND
COUNTY OF SAN LUIS OBISPO
POPULATIONS
2002 through 2007
YearV El Paso de Robles San Luis Obispo County
2002 25,790 253,344
2003 26,782 255,559
2004 27,239 258,421
2005 28,030 261,310
2006 28,896 262,594
2007 29,514 264,900

M As of January 1.

Source: State Depart of Finance.
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Employment and Industry

The City 1s part of the San Luis Obispo County Metropolitan Statistical Area. The
distribution of employment in this labor market area for calendar years 2002 through 2006 is as
follows:

SAN LUIS OBISPO COUNTY
Employment By Industry
2002 Through 2006

2002 2003 2004 2005 2006
Civilian Labor Force N/A N/A N/A N/A 133,900
Civilian Unemployment N/A N/A N/A N/A 5,300
Unemployment Rate N/A N/A N/A N/A 4.0%
Construction & Natural Resources 6,800 6,900 7,200 7,800 8,100
Manufacturing 6,900 6,500 6,400 6,400 6,400
Wholesale Trade 2,300 2,200 2,500 2,500 2,600
Retain Trade 13,300 13,300 13,500 13,900 14,300
Transportation & Utilities 3,300 3,500 3,700 3,600 3,800
Information Services 1,500 1,400 1,500 1,600 1,600
Financial Activities 4,300 4,400 4,700 4,800 4,900
Professional & Business Services 8,900 8,500 8,800 8,900 9,500
Education & Health Services 10,000 10,300 10,500 10,800 10,700
Leisure & Hospitality 13,800 14,300 14,400 14,900 14,900
Other Services 4,400 4,300 4,100 4,300 4,300
Government 23,000 22,400 22,000 21,800 22,200
Farm 4,600 3,900 4,000 4,300 4,300

Source: California Employment Development Department.



The major employers located within Paso Robles are shown in the following table:

CITY OF PASO ROBLES AREA

Major Employers
As of June 30, 2006
No. of
Company Employees Product/Service

Paso Robles Public Schools 776 Public School System
WalMart 286 Retail Department Store
California Youth Authority 279 Correctional Facility
Joslyn-Sunbank Corporation 240 Elecwical Connectors/Flexible Conduit
Specialty Silicone Fabricators 211 Medical Instruments
Applied Technologies 200 High Tech Manufacturing
Paris Precision Products 190 Manufacturing
City of Palo Robles 184 City Govemment
Zurn Industries 170 Plumbing Supplies Manufacturing
Albertsons 170 Retail

Source: UCSB Economic Forecast Project (2006) and City of El Paso de Robles Comprehensive Annual Financial
Report (2006).

Construction Activity

The following table presents the total conswuction valuation of all building permits i1ssued
in the City for calendar years 2002 through 2006:

CITY OF EL PASO DE ROBLES
Building Permit Valuations
Calendar Years 2002 through 2006
($’s in thousands)

2002 2003 2004 2005 2006
Total Valuations $68,635 $100,358 $131,741 $104,143 $85,877

Source: City of E1 Paso de Robles Community Development Department.

TAX MATTERS

In the opinion of Robert M. Haight, Scotts Valley, California, Bond Counsel, subject,
however, to the qualifications set forth below, under existing law, the interest on the Bonds is
excluded from gross income for federal income tax purposes and is not an item of tax preference
for purposes of the federal alternative minimum tax imposed on individuals and corporations,
although, for the purpose of computing the alternative minimum tax imposed on certain
corporations, such interest is taken into account in determining certain income and earnings.

The opinions set forth in the preceding sentence are subject to the condition that the City
comply with all requirements of the Internal Revenue Code of 1986 that must be satisfied



subsequent to the issuance of the Bonds in order that such interest be, or continue to be, excluded
from gross income for federal income tax purposes. Failure to comply with certain of such
requirements may cause the inclusion of such interest in gross income for federal income tax
purposes to be retroactive to the date of issuance of the Bonds.

In the further opinion of Bond Counsel, the interest on the Bonds i1s exempt from
California personal income taxes.

Owners of the Bonds should also be aware that the ownership or disposition of, or the
accrual or receipt of interest on, the Bonds may have federal or state tax consequences other than
as described above. Bond Counsel expresses no opinion regarding any federal or state tax
consequences arising with respect to the Bonds other than as expressly described above.

For the complete text of Bond Counsel’s opinion concerning tax matters see
APPENDIX A hereto.

CERTAIN LEGAL MATTERS

Robert M. Haight, Scotts Valley, California, Bond Counsel, will render its opinion
approving the validity of the Bonds, the form of which opinion is set forth in APPENDIX A
hereto. Copies of such approving opinion will be provided to the original purchasers upon
delivery of the Bonds. Certain legal matters will be passed upon for the City by the City Attorney
and by Nixon Peabody LLP, Disclosure Counsel.

Payment of the fees and expenses of Bond Counsel and Disclosure Counsel is contingent
upon the execution and delivery of the Bonds.

ABSENCE OF LITIGATION

There 1s no litigation pending or, to the City’s knowledge, threatened in any way to
restrain or enjoin the delivery of the Bonds, to contest the validity of the Bonds, or any
proceeding of the City with respect thereto.

RATINGS

Standard & Poor’s Ratings Group and Fitch Ratings have assigned ratings of “AAA” and
“AAA,” respectively, to the Bonds based upon the issuance of the Financial Guaranty Insurance
Policy simultaneously with the delivery of the Bonds. Standard & Poor’s Ratings Group and
Fitch Ratings have assigned underlying ratings of “A+” and “AA-,” respectively, to the Bonds
which underlying ratings do not take into account such insurance.

Such ratings reflect only the views of such organizations and an explanation of the
significance of such ratings may be obtained from Standard & Poor’s Ratings Group and Fitch
Ratings. There 1s no assurance that such ratings will continue for any given period of time or that
such ratings will not be revised downward or withdrawn entirely by such organizations if in their
judgment circumstances so warrant. Any such downward revision or withdrawal of such ratings
may have an adverse effect on the market price of the Bonds.



UNDERWRITING

Pursuant to the terms of a bond purchase agreement dated September 11, 2007, E.J. De
La Rosa & Co., Inc., as Underwriter, has contracted to purchase the Bonds from the City at the
purchase price of $32,632,578.25.

The Underwriter of the Bonds 1s obligated to take and pay for all of the Bonds if any are
purchased.

CONTINUING DISCLOSURE

The City has covenanted for the benefit of the holders and beneficial owners of the Bonds
to provide certain financial information and operating data relating to the City (the “Annual
Report”) by not later than March 31 of each year commencing with the report for the 2006-07
Fiscal Year and to provide notices of the occurrence of certain enumerated events, if material.
The City will file, or cause to be filed, the Annual Report with each Nationally Recognized
Municipal Securities Information Repository, and with the appropriate State information
depository, if any. The City will file, or cause to be filed, the notices of material events with the
Municipal Securities Rulemaking Board (and with the appropriate State information depository,
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 D - FORM OF CONTINUING DISCLOSURE
CERTIFICATE.” These covenants have been made in order to assist the Underwriter in
complying with Rule 15¢2-12(b)(5) of the Securities and Exchange Commission. The City has
never failed to comply, in all material respects, with an undertaking pursuant to the Rule.

ADDITIONAL INFORMATION

The summaries or references to the Resolution and other documents, agreements and
statutes referred to herein, and the description of the Bonds included in this Official Statement,
do not purport to be comprehensive or definitive, and such summaries, references and
descriptions are qualified in their entireties by reference to each such document or statute.

Insofar as any statements made in this Official Statement involve matters of opinion or of
estimates, whether or not expressly stated, they are set forth as such and not as representations of
fact. No representation is made that any of the statements will be realized. Neither this Official
Statement nor any statement which may have been made verbally or in writing is to be construed
as a contract with the owners of the Bonds.

During the initial offering period for the Bonds, copies of the Resolution may be
obtained, upon written request, from the City.

The execution and delivery of this Official Statement have been duly authorized by the
City Council of the City.

CITY OF EL PASO DE ROBLES

By: s/ Michael J. Compton
City Treasurer and Director of
Adminiswative Services

105210348

224 -



APPENDIX A

FORM OF LEGAL OPINION



(THIS PAGE INTENTIONALLY LEFT BLANK)



L aw Office of

ROBERT M.HAIGHT
ATTORNEY AT LAW
Municipal Bond Counsel

September 27, 2007

City Council

City of El Paso de Robles
1000 Spring Street

PO Box 307

Paso Robles, California 93446

OPINION:  $31,435,000
CITY OF EL PASO DE ROBLES
2007 GENERAL OBLIGATION REFUNDING
BONDS

Members of the City Council:

We have acted as bond counsel in connection with the issuance by the City of El Paso de
Robles (the “City”) of its $31,435,000 principal amount of City of El Paso de Robles 2007
General Obligation Refunding Bonds, dated September 27, 2007 (the “Bonds™). The Bonds have
been issued by the City pursuant to the Constitution and laws of the State of California and a
resolution adopted by the City Council of the City on May 15, 2007 (the “Resolution™), as
amended. We have examined the law and such certified proceedings and other papers as we
deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of the
City contained in the Resolution and in the certified proceedings and certifications of public
officials and others furnished to us, without undertaking to verify the same by independent
investigation.

Based upon the foregoing, we are of the opinion, under existing law, as follows:

The City 1s duly organized and validly existing as a general law City and municipal
corporation under the Constitution and laws of the State of California, with the power to adopt
the Resolution, perform the agreements on its part contained therein and issue the Bonds.

The Bonds are valid and binding general obligations of the City.

The City has the power, is obligated and in the Resolution has covenanted to levy ad
valoremtaxes upon all property within the City which is subject to taxation by the City, without
limitation of rate or amount, for the payment of the Bonds and the interest thereon.

=ODMA\PCDOCS\FIRM DM\10521034\8

5435 Scatts Valley Drive, Suite D - Scotts Valley, California 95066 - (831) 4386610 -FAx (831) 438-1367
E mail: mrhaight@sbcglobal.net
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L aw Office of
ROBERT M.HAIGHT

Members of the City Council
City of El Paso de Robles Legal Opinion
2007 Page 2 of 2

Interest on the Bonds is excluded from gross income for federal income tax purposes and
1s not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations; it should be noted, however, that, for the purpose of computing the
alternative minimum tax imposed on corporations (as defined for federal income tax purposes),
such interest 1s taken into account in determining certain income and earnings. The opinion set
forth in the proceeding sentence is subject to the condition that the City comply with all
requirements of the Code which must be satisfied subsequent to the issuance of the Bonds in
order that interest thereon be, or continue to be, excluded from gross income for federal income
tax purposes. The City has covenanted in the Resolution and in other inswruments relating to the
Bonds to comply with each of such requirements; and the City has full legal authority to make
and comply with such covenants. Failure to comply with certain of such requirements may cause
the inclusion of interest on the Bonds in gross income for federal income tax purposes to be
retroactive to the date of issuance of the Bonds. We express no opinion regarding other federal
tax consequences arising with respect to the Bonds.

The interest on the Bonds is exempt from personal income taxation imposed by the State
of California.

The rights of the owners of the Bonds and the enforceability of the Bonds may be subject
to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafter enacted and may also be subject to the exercise of judicial
discretion in appropriate cases.

Respectfully submitted,

ROBERT M. HAIGHT
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Deceamber 1. 2008

TO: Henorable Mayor and City Counit

Chtv of El aso de Robles
EROM: Michasl J, Compton, Dirgctor of Adminiztative Serices
SUBJECT: Comprahensive Annoal Financial Report for Fiscal Year 2005-46

INTRODUCTION

Tae Gity of El Pasa de Rohles™ Cemprahensive Arnual Fikencial Repordt ({TAFR] for the fiscal year ended June 30,2408 is
hereby prasented as prepared by the City's Administrative Services Dapartmant, Responsibility for the accuracy of the
nrasentad date; e cwmpleteness, end fairness of the pressntation rests with this departriant. The report has been
prepaced in conformance with the accounting wrincpies generally accepted inthe United States of America and the
arinciples and standards as prasoribect by Govemmental sccounting Standards Board (GASBE), Staif believes that the
deca, as presenied, is accurate in all materlal respects; thal its presentation fairly reflects the finarcial posttion and the
results of the Cily's operalions as measured by the financial activity of lis varlous funtds: and thet all pertinant disciosures
cortsined herein will provide the reader with & complets Understanding of tae City's Enancial affairs,

EINANCIAL REPORTING and FORMATS

This reportis prapared using the reparting reguiremeants as prescribed by GASE Statemant Mo, 34, Basic Financial
Statemenws - and Menagement’s Discossion and Analsis-for State and Local Governmants,  Governmgni-wide naneial
siatements ans inciuded in ordar (o provide the readerwith a clear picture of the City 28 2 single, urified reporting entity.
Governmentwide statamants ate interidad 1 coampliment rather than replace the tradifional fundbased financial
statements. GASE Slalemail No. 34 also requires that managemant provide a narrative inlroducion, cvanview, aind
analysis to accompany the basle financial slatarents in the ferm of "Menagement's Discussion & analysis” IMDSA],

i1



Thia latter of transmittal is interdad to compliment the #D&A ard should be read in conjuncton with It. The MD&A can be
found immediately following the independant audilors regomn,

GASE StatermentNos. 43 and 45 addresses the requirement for governmental financial statemisnts 1o provide information
relating Yoctherpost em plﬁymnm nenafits. The requirement hecomes affective for Pase Robles far the fiscal perind

mﬂ ing June 30, 2009 ma ks the City's intertion toimplement gady. The actuanst study necessan 1o demwmmine the value

uiother post employment bensfits is currently wundooway.

The City's CAFRIs divided inlo thefollowing sections:
The trireductany Section inclides this transmittal letter, infonrialicri-about the erganizationsl stucture of the Cily including

shacted and anoointed sfficials, and other general informalion to provide the readerwith-a general understanding of the
City.

Tha Financiil Gentinn is prapared inaccondance Witk GASE Statement Ne. 34 reguremeants by including the MD&A, He
Basic Firatcizl Stalernerils inclyding noles, and Supplemental Intermatior. The Basic Financial Statemants include the
govemment-wids financial statemenis that present an overdaw of the City's antire financial oparations, and the fand
finaticial statermants thal presart te financial inforimation #f each of the City's majar funds, as-wall a5 non-major
govemmental and fduciary funds. Also included in thiz sacton is the InZependent Audiiers’ Reput on the financial
statemenis and schadules as prepared by Moss, Levy & Harizheim, Their report contained heran oravides an

*ungualifies” opinior: that the linancial statements contained herein are fairly presented in conforvisy with sceaunting
prnciples generally accepted in the United States of #_,manc:g,

Additionaliy, the Federal Single Audit Act of 1996 reqikes the City to Underge g annusl “single sudit’ inconformity with
the U.S. OiMce olManagementand Budeet Cincudar A-133, Audits of States. Local Governmants, and Non-2rofit
Organizations ang Savernment Auditing Standards. issued by the: Cemptrolier Genaral of the United Grates, The “sihgle
audit report ig issued Under separats cover and nckicies a scheduis of federal financial assistance, findings and
recommandatiens, andindependent auditors” report on the Intern st control struciure snd complance with epplicable bws
ard reguiations.

The Statistical Section inchides various tatlas containing historical financial data, dehi statistics, and miscellansous social
and sconomic data of the City thatis of interast o polenlialinvestirs and otherreaders. The dalais generally sresented
o a muliiyesr basis,




THE REPORTING ENTITY

The City was incorperated in 1888 and operstes undar the Council-Manager form of tocal goveinment. Four councilinen
are siected on ¢ ner-partisan basis. &t e for fou-yesr leras with twio couniclimen elected svery twe years. The Meyor
is elected at large every twe years. The Colinedl appoints the Clity Atworrey and City Manager. The City Clerk anid Ciy
Treasurer are both enchad & large far four-year terms. The Cily provides a full range of services including aolice and firg
protaction, libstany ard recreation sendces, public wirks incliiding maintenance of alt Gty faclitles, streets, parks. aimon,
and utility-pperations (sewer, water, and lardfill}, transit, and develsprment ard planning services,

This- CAFR includes the financizl actvities of the primary gevernment, the City, and all the City's.compenent units.
Component upits include legally seporate entitizs for which the grimary governmentis financially acsountable and shat
have subslantially 1he same goverrirg board &g the City or provide services entirely (o lhe Cily, Ferreporling purpases,
uperations of the Redevelopment Ageney and the Juint Powers Fiancing Aulharity ere blended with the City,

BASC ROELES ECONOMY AND QUTLOOK

Faso Robles.is strategically located at the confluence ¢f State Highway 101 and Siate Highway 48 and continues te be tha
fastest growing citywithin San. Luis- Obispo Courty and has becoms thesecond largest oty wih 28,958 rasidents.
Travelers from dhe Central Valey orviheir way locentral coast beaches o logal lakes must pass through Paso Robles,
The lacal iskes and other community evenits attract & significant number of travelers from southern and northem Calitonia
areas as wall. The Highway T81/Highway 48/Nacimienio Rued carvidor has besn a major centribulor i the City's sales tax,
revenles:

Paso Rodles is home s numaerof spacial @wents that atiract visitors from all over the stata. Such avents include the
Wing Festval Prderewskl Festival West Goast Kustom Car Show {now held twice annualtly), Pionaar Day, Vins Straet
Christrmas Showcase, Wastlern Begion Bicycle Rally, Concests in the Fark. Mid State Fair, and two highby successiut
farmers markets. The Chyis host of a championship level 40 K that attrects wodd-clsss runners from ali over the
werld. The.oparatioris of tha: state fairgreunds and its related facilties attrack events nearly every visekerid during the
course of the year. Tha loce! wing industry has received censidarabla recognition for ite pramium wines, Thare are over
40 wineries and soproxemiately 00 vineyards in the Pass Rebles srea. Dairg the spring and summer moring, many of
tha winsdes and tasting rooms hotd weskend cancerds thotattract numenpus vistora, ThePasoRobles Buent Cantar
(farmally known 25 the Mid State Falrh recartly annaunced heyswill be sponsotieg the 2007-08 Pacitic Coast Cutting
Horse Association Futurity - 8 12 day cutling herse evert that stiracts top compstitors frem acress the country, the 2™
largast show inshe natien.




Given the above events and sttractions, tourism has hecome an impertart ingustry in Paso Robies. Transient cocupanoy
tax coliechinns. viewed as anindicator of lourism sUccess, increased by 17.8% evarihe prier figcal year, The owners ef
the Harmpoor Inn have begur construction for @ ree 61 rewm upstale hote caled *La Bella Sa3™ and 70 roony La Quinta
Innewill open Fail Z§0B. Currently ander censtriction grethe Mardett Hotel & 130 roam hotel and “The inn at the Stables™,
a 16 rooim hotel with retail space. There-ara 3 number afother hetelfresart projects in thepenging and development stage
nchiding approved applicasens for Paso Mobles Het Spilrgs *o-constric: a 223 room reson hotol and confarence Tacifity, a
French srehitectun: 80 rnom resort hatoi'spa, and ‘snother 80 room resert. hotel as weli as.a yet unnamed project with
anothar &8 rooms ana the Black Ranch davelopment which proposes 280 rooms and ecttages with golf course,

Continued new residential home constructien in conjuncian with posdlation growth snd tourism ssiccess, provided fora
14% increase in sales tax wvanue collections. Opening their doors Tor business this last yesr at Woodland Plaza ll were
The Bollar Store, Subway. Baskin Robbing and a music store, The Target Center will see the completion of Bl Pallo Logg,
Chili's Restaurant, Applabea's Barand Grill, Taco Express and various retsil steres, inthe dewniows, cora, there were
rew restaurantispacialy shons thatopenad in 2006, Whis most nowe retali developments were rotmajar netailers, the
farge numbarsf seall retal! and dining establishrents contibire o8 so1ind, growing sales Ax hase that, on 8. per capita
basis, s Paso Robles ameng the top sales tax producers in the State,

Kennedy Nautiks Haath Centeris currently under censiruction ans includes & 47,800 sguare foot itness cerder with 6,100
stiuare fest of ratail apace: relocation of ldlar’s Appliance from the downtown core 10 8 27, 500 souare Toot facility on
Theatre Drive nzaribe Targst Center; a McDonald's and Chevran Service Station with car wash sn Ramada acress from
the: Tarpet Cemer; the Eagle Energy project on Hwy 48E hes rebulll the existing ges and convenience stoe and adddad a
fast food restaurant and Car wash, & carwash stthe intarsectinn of Geiden Hill ard Union Roads: Frestoriz Winery s
under constructlion for & 10.000 square foot winery and vister cenier on Hwy 48E; Big Brand Tims canstnicted a new
taciity en South River Road near the Albertson's Cepter; and Paso Robles Ford witl he ralocating to.a new 36,000 sguare
foo: faciliy on Hwy 46E.

Cifice space developinant 5 2i60 on tha rige,. The Gateway Business Park sdded 35,500 square teet inciuding 8,500
squarefestfor restavrant use. Herllage Oaks Bank constructed a 6,209 square fenl administrative offica building: Theold
“maving and strage” business on Pine Siteet has msen tonverted te offlce space; @ small office projectwas construcied
ar: 24 Sireet; Moa Memiorial Hospital 26,600 squars foot encology center is under construction at 4™ and Spring Streets:
and the 10,000 sqlare faot CUSISH Meat processiig plont is under consirucrion on north Riverside swearue. One of the
w0 Mastagni buildings, Wath demalished to the San Simeor: Quake, is complete sad réady for occupancy, Theolher
seplacement building is under construgtion. Bothrwill be three steries in haight.



Given the recent s continuing successes in beth he resall and manuiacturing areas, the ecunomic outiook for Paso
Fobles continues (o fook optinmisiic. The leeal bogsing construction market has slowed with this lastvear. During calendar
year 2005, Pasc Aobles izzued 287 residential building permits representing 371 naw tnits With a téial valuation of $56.9
millicr.. The demand for housing remains strong. The maedian home price of a homa in the County in 2006 was $535,700
1 18.5% from 3 year ago. EXisting hame sales arxd new resice ntish home cansiruction has resulad in sigrificant
increases in praperly tax cellecions, Propesty tax collections for 3l calepgories rese 21% lastyear, $4,952.400 versus
54,076,000 aber adjus:ing our for ERAS backdill for sates tay and motarvehicle license reverias redictions,

While thie passage of Propogition 14 generally eliminates Stater raids cniocal governient ravanies, the State continuas to
esperience chronicwudgel defcils, In spite ¢l recard lavelsoltax colleclions and shenomenal slatewide prosperity, the
State legislature has failed to address #3" chronie budget deficit of 34 1o 86 billion and attemipts by the Governor to addraas
thie structural budget inhalance by lagisiation srd voter initative have slsg failed,

WMAJOR ACHEIVEMENTS AND INITIATIVES

ThaCity's General Sund iz the primary source of funding ot racst renicipal services suck as palice & fire Drntestion,
library 8 recreationservices, parks, strevts, maintenance & operativnof governmental buildingsiiacilities. planning &
building services, snd ether govarnmentsal activilies such as city councl, city manager, and administrative services, Tog
City prides itself an fiscal ragponsibifty and contral that hae resulted in positivo rescourring Qereral Fund resulis, Wiltithe,
exzeption of fiscal year 2004 due (o the San Simeon Quake &nd continued devatopment of the City's General Plan, every
figcal vear since 1598, the City has had pasitive resulls {sxcess revenues and olher sources over expendillures and othar
useak Fisgal yaar 2008 rasulls alen reflect positive yaarsnd resuls. Infact, the positive yaar end rag:st is the saeond
hlghest achieved since 1968 (1998 being the highest). However, the Compraiersive Annual Fisarctal Baportwill Indicate
that pesitive resulls far the Geaeral Fund were §806,422 due-to-the post year-snd adjustments to ¥anster oul 31,400,000
12 other special funds tb te veed during subsequent fiscal years:

The Gouncil iustedepied newly revised AB 180C deveiopreent impact fees w raflect changes in tha Gererat Plan. The
newly ipdared General Plan also calls for "fiscal neutralny” ralating to nevs devalapment. A flscal impact model Has been
developed to measure ke fiscal impact upon City services ef rew development. It is na-surprise thatthe meds! clearly
iustrates thet new residential development does aot generate suffizient revenues to offsat the costof senvices pravided.
Thus, hew development is reguired (o.annexto-a CemMiTUniy services detrict,. The cammunity serviges district will assess
an annuat levy squal Lo the difference bedwesn the raveniss gereratied on the costto provide City servioes. This amoupt
has been datermiined 1 be S657 per unit.

Water and sewer davelopment impact fees (connection fees! ate cunently under study and expected 10 increase due
angoing rew davalapment neads,



The Cily Councl has asthorized the City's padicipation in the Nacimiento Water Project whichi wilk assure a safe, secure
soLrce of wate: for the Gity, Usarfes incréases, phased inaver time, have alrendy bean approved by the Gty Gouncil to
fund our participatien in this fandmark project whose ulimate cost & estimated al 5180 millua. Flly pervantof s pfojecl
costs will p& horn by pow develaprivent through the Gity's water impact fees.

Specific plans sre-underway on three mafor develosable properties. As these fvee areas deveiop, in addition o specific
plan fees, thess pregeartias will pay normal City develspmen: fees and will be reguired to participate in the cemmunity
services districtneted praviously.

OTHER FINAKCIAL INFORMATION

Internal Controls - in-develoming and evaildating the Civ's accounting svstens, intemat accem:nting controls are of uimost
iminorance. However, inkernal conirels should be deglgnedte provide reasonable, but ngt absolute, assurances regarding
the zaleguarcling of assetsagainst loss from unauthorized dse or dispesitien and reliability #f financial records for
preparng finandal statemerils and maintaining aoceurtadiliy for assats. The concept of reasonable recognizes that the
cost of the contrl sheuld hot excsad the benetits dervad and Hat the avaluation of costs and benefis romisiras satimates
and judgmenis by management. Management belkeves thst the Cityv's intemal accounting controls adeguately safeguarnd
assats and provide reasonable assurance of the proper recording of financial transactioas.

Budnetary Controls - Tae bucdet Is a plan for the use of City resources consistent with specific objettves devaloped and
approvad by the Council: Tha budget s adopted by resatulicn by the Council and may be modified from lime & tme as
tke Council sess Mor administratively by staff in accordance with the Council's approved Fiscal Palicy. Except for the
capital improvement orogects budget, gllhaporopriations lapse- 2t fiscal vear-ond, Guven the multi-vear ralure of the capital
improvement projecis, unspent sppropristiong are automstcally carried forward. Reguests for camy-over of sperating
budgst sppreprigtiovng ans wenarally restricted 1o cperating capital and epecial ore-tma approgrations, usuatly stidies by
third party corsullents. Carry-over appropriaions are aporeved by resciution by the Coungil and added 1o the following
fiscal ywars budgel, Budgetary santrolis maintanad atihe deparment leval, Line ieny variances within any ghvan
departmenticivision are allowed sa long as the tetel departmental budget does not exceed total goprogriations for the
gepanrnertidivision except that supplies and sevices savings mav not be used to hire staft without specific Gity Manager
opproval, The City Manager's office and Adiministrative Services maintaing a watchiul eye Ter vanances betwesn actual
and bungeted expanditiurss,

Cash Mansgemant and Investmerits - The City peols Ids cash fromy elk funds for the purpose of ils investment activities in
orderto maxinize investimant incoime., Idle furids are invested in accordance with the Councl's adepted investment niolicy
witieh is paviewsd annually by both-the Councit and its investmeant policy review cormnmittee. In complisnce with GASE
Statement Ne. 31, the Cily's bvssimeits are stotod ot iy value, excepy for highty liquid market investmants with



maturities of one vear of less. whichy are slated at amotized ©08 and unrealized gaing or lossesless Jicuic madket
nvestments are recorded each June 30. The Clly generally holds allinvestments unt] maturity or until teir velles eouslor
excengs costa. Addifiorally, includad herein is the revised cash and invastment 11019 a8 recomimended by CASB
Staternant No.48, Disclosures raguired by this Statement aze intended 1o provide users of gevertmental financisl
statemeants with infermatlan to-assess common Ylsks inkerent In deposit and investiment trénsactions. These rigks include
credit risk, congentralion of credit risk. interest rabe risk. and fareign currenty risk.

Risk Marapgement - The Cily Lses a combination of the purchasad insurance and self-insurence to protect the City from
property, liabiliy, and werkers' compensation risks. Ferworkess' compensation and employer lizbility, the City is 2
membar of the Califarnia Joint Powers pgurance Authodmy, Uindar this program, parlicigants risk sharedosses i §2
millior. From $2 miflion 185 million, excess coverage is provided by the Califomia Public E ntity insurance Awthority and
from $5 miliion 10 158 million excess insurancs is surchased, Gareral abilify risks ate alo covered Wrough he
California Joint Powers Insurancs Authiority. The City is self-lsured for the fret 830,000, Losses are shared from 330,004
te $750.008 based on eachmermber's percentage of the ok} [szes betwsen $1.and $30,060. Losses ren 750,000 o
85 mitlinr are shared Wased upon percentage of wkal payrol. Excess coverageis purchasad frar 55 millich 1o S50 rilior,
The City slirshases insurenes for propaty darmags droliling newer fire apparatus squizment), baliar & machinery, airpert
liabiliby, pollutier leys! Babiity, landfill potiuton. and public soployee dishonesty. The City is fully sel-insured forauto
damape except es ctherwise roted.

[NBEPENDENT AUDIT

The accountng fm of Moss, Lewy & Bartzheim, certifed public sccountants, performed the annual independent audit.
Thay alsc, undar separate oover, prapaned 5 report mesting e requiraments of the Federal Single Audit Act and refated
OMB Chroutar 8133, Wvhite the Redevelonment Agercy's firancial transactions are included in iz annual finzngial
repor, the aodbers.alsy ssiie an audh repont dnder separsie cover. The suditors” epinion leRercothe basicfinancial
statements is ncluded ir-the financial section af this repart.

CERTIFICATE OF AWARD

Tha Calfomia Scciety of Municizsl Finance Officers awanded its Cartificate for Quistanding Financial Raparting to the Ciry
farthe 2005 CAFR, Thizwas the seventh consgcutive yea that te Gity has achieved this prestiginLs statewide

award. Tureceivethe award, the City must publish an easly readable and efficiently organized CAFR, that must satisfy
heth socounting principles generally accepled n the United Ststes ©f Amerca and applicable legal requirements.

&l
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MANAGEMENT'S MSCUSSION AND ANALYSIS
Fiscal Yoar Cndad Jure 3¢, 2006

This discussion andsnabysis of the City ot Ef Paso de Rabies: tinancial peformance prwvites an overvisw ot the City's financial
activitizs for the fiscal year ended Jung: 30,-2006, Please read it conjunction with the: accompanying transmitts| ietter, the basic
fireerinial statamants, and tha aceompanying noses 1a those financish statsments.

FINAMCIAL HIGHLIGHTS

»  Thaassatsof the Cigrexcesdad s liabllitias at the sinse of tre 200G fiseal year by 52273 miltion. Of this amzunt, §545.7
millisty may be used tomest the Tity's ongoing obllgations to citizens and creditors;

« The Cinds ozl net assets Increased by $20.8 millian, primaridy due to the comphation of projects and astuisitian of asscts
frors tevalopers,

s Atihe clnse of the plprert fisenl year, the Uihy's governmentzl linrs repofad cammimen anding funs balameas af 2344 i lilon,
oomparad to $38.5 miliion inthe prior Hiscal yesr,

e Approximateiy 32% of the combined furd talances, §31.7 millior. is considered urreserved and is avatlsble for saending at
Hia City's discretien.

s Atthe end of hecurrem fisczl vesr, urreserded. undesigrated fund belance for the gemesal fundwas $6.3 million, or 30% of
tetal gereral fund erpenditures

s Lotal goiernirnendal 4t
the result of capital iease proce ‘

s TheCily's total Susiness-typa Tunds dabl deciaased hy 522,200 due trirormal Amartization.

s deld decreased by $775.550 daring e chirren! fisval yeur

is rminimal decrease s

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial Salesients praserted herain inclods all of tha activiies of the Uity of Bl Pasa de Sobles umitg tre Intagratad spprsack
a3 prescribed by CASE Statemeant Na, 34

Govarnmentshide Finmacizi Statements

Tha Geverninent-wide Fisansial SElamenls praseit the financial pacture oF the City ftom the Scondmil Fesauces maasiument focus
using the acorual basis of scvouniing. They presant governmental actrsilies and business-type adivities seoarately, These
statements :nciudeall assets of the City (including Infrastruciure) as - ~ell &5 sl liabilities jincluding longterm gebt), Additionally,
certain etiminations have occured 25 prescrised by the statement in: regards to:interfund activily. peyables. and recsivables.

Tha Statermantof Nt Assets and the Slatarmert of Ariviies reparl infermation shout the Gy an awhols amd sboul s setiviies.
These statemerts include 3l assets Bnd lanilities of the City using 1he acorual Hasis of gpccunting, which is similar 1 the socounting
used vy most private-secior pompen ies. Adof the current fizcal year's revenues and expenses are teken inlo actourt regardless of
wehian Cosh o Pecsived o i,



CITY OF EL PASQDE ROBLES
Management's Discusslon srdd Amalysis. nonlinoed
Fiscat Year Earad Juae 30, 2008

These tva slalements ragort the City's nnl assets atvl chanyss i tham. Netassets e the diffarenne betwesn assals and liabiblias,
wrhich s orezway to ineasuie the Gity's Snancial health, oc financial positior:, Ouer time, increases or dectasses inthe Cis ret
assets aw one indicstar of whether its financial kealth & improving or desetiorating. Other faciors o corsiieraie changes Inthe
City's propefiy 1ax bese and the condition ot the City's suads.

rvthestatsiment of net assets and the statement of activitles, we distinguish the: City's funtions that are pringipally supported by
3% and intéigovemmenlal revenuss overnmental activides fram othier functions that. ara tntended o senever all or o pation of
e nesie throughuser Tees and charges (businoss-type acidtes]. The activitios of thesa tac diglinclions e as folaws:

Goverrmental acthvites-Mast of the Cily’s bash: senvices are reEcreg in this getegery, incliefirg generf governmet, poivic safeby,
public works, librery and racrsation, and community develapment. Propay and sales taxes, usar foas. interest income, franchise
faes. and stals and fedetal grants finaned theze activiias,

Business-type acthihias<The Cily cheirges 8 fen ta usionsics to oovar gl or miosi ofthe cost of crrsin serdces Eprevides, This City's
water syrlem, sewat system  airport operations, and #ansil services are reporad in s cateaany,

Fund Financial Salsmants

The Tur financiel stalamania inciuds stetements for canty of the tréa calegories of auliviies - goveitimanial, businesstypeg, and
fidueisry, The deveinmerizl acovitles are prapared using the cursant financial resources measirermsntfocus asd modifled accrusl

puniting. The fisuiary activilies ars agangy fones . which onjy remort @ baloace shestand do Nt have & measienant
& Recercillalion of the fund financial slatanienis 1o the goveriment-wice financial stalameanis is pravided to exfiisin the
differences. craatad by the integrated approar,

The fund financil statemenis provice detailed information sbou the most significant funds—noi the City 228 whole. Some funds are
required 1o be sgtabished by State law and by hoad co'venanis, However, managerment astamlishes many athier funds e holp i
contrel arel manage menay lor garticulsr purposes arta show thal s meeting iegal responsilitios for using carain taxes, grantg,
and othwi rorsey,

Governmental fursds - Mostaf tha Gity's hasle sendces are lepoited it goversmentsl funds, which toss on how money flows it arid

oubef those fukds and the balarces Bft ot tistal vear-end that sre avaliakle for suending. These funds ére reportad uslng an

ascounting teethod called modified accrual accounting, which measares.cash and sli-othar financisl as3sts that.can readlly be

pemvetns te cash, The governments| Rinds stalemants provide & detalled short-term: vlew of the Cilv's ganeral govarnmert
operations and thie bas 2§t prosides, Govammettal fusds Infermaticn helps determing whather thers sty mare o fewsr

?f 1gnzial ressirces thal con be spentinthe Aear futara 19 fnance the Qity's programss. The differersas of resulis iy the goverrmental
urngs

4



CITY OF EL PASODE ROBILES
Management's Discugsion and Analiis, conlinues
Fiscal Year taded June 30, 20CE

Tirancial stataments b2 1hoge in the govemmert-wide tinancizi slatemenls are explained in & reconsiliation scheduls following sach
gaverinantal funds franciol statement,

Proprietary funds - Yeher: the Sity chargss nustomeans for theserdoss B arovides—whelher to outside customens of 1o ather Lnifs of the
City-these sensices ass generally reported in peoptemry furds, Pesprietary funds sra mporied intha sameway thet all stivilies ace
reported In the siatement of net assels and the slatement o frevenues, expenseas; and changas iniund nel assels; In fact, the City's
anterarise funds are tha same as the bus!ness-type actvities reparted intha govemmentsaice statemants but provice more detail

and prdiicnalinformaticon, such as ash daws, for propeistary furis.

Fiduciary fumnds « The City is the tnstee, orfiduciany, for cenein fiinds held on behslf ot the Senior Advisery Committee, Nysr Memariel
Hespital Scholarship, art Customer Depesits. Dther aclivities reporied in this calegory inciude the receipt of gpaciaitaxes and
g55€5sMents used to pay principat and irderast on related bundsd debl thal bas ho divedt Cly liabitite, T Sity's fiduciary activities
are reportsd i separate statemeni of fiduciary net assels, Weexclude these activitiss from the City's tiher inancial slak manis
st The Gity cannet use those asse s to finance its operations, The City is respensible for-ansuring that e sssets reperied in these
furnds ame wead fortheir intended purposes.

Notes to the Finsnciel Stalements
The nates provide additioral infosmation that is exsential to s fullundestanding of-the dals provided in the gevercrmsnl-eids and Tund
anancial ssaemeants.

GOVERNMENT-WIDE FINANGIAL ANALYSIS

Az noted garier, the net asaets (02 1he Cliy as & whole' irGreasad 100 frow 3200, millon &t Jure 30, 2005 1 $227.3 million at Jute
30, 2098, The lagest portion of the Cily's natassets afents he pwastmant in caplal asssls suzh as and. 5 5, mackingry, and
aquipmert, [ese any elated debt used to acquire those assets sl olistanding. These asseats ane usedfo proy rvices ki the
cilizare ofthe City of Bl Paso de Robles; therefors, thelyare notavalable for futire spending, Althaughthe Ciy
in capilal asssts s wportad netal relatec debit. it shauld e noted that the resciirces needad 1 repay this debt must he provided from
othar sources, siacathe capital assels tharngabies canret bk uged 1o ligliicsts these liabilities.

Ancaddiional mortion of the City's: net assels reprisams resHUrces wizigtf;l leexiernal resteiclions o0 nhow thaey iy be usad. The
remaining batance of unrestricted net assels may be used te meel the Cily's orgeing obligalions 10 ¢lizans and créditmes.

ant with the picrAscal vear, as of heend of the current fiszal wear, the Ciy is able to reoort positive balances in allthree
rhes of neiassats, for buth the goveraroent as g whofa, ax welbas fzr e soparale govammental and business-type activities.




CITY OF EL PASODE ROBLES
Mansgement's Disclission snid Arelvals, contintiad
Fiscal vear Ended June 3J, 2005

CITY-OF 8L PASC DE ROBLES' KET ASSETS

Governmental activiies Blsinossy oo sutivites Todal
200506 2004-08 Zf'lE! A8 2004-05 200508 A0S
Cutrent-and ihey a35eis 5..434.?55 8 4122086 5 i 33.@:5‘604 5 74307857 8 U5 H5R6
Capital asse 1“". 780,113 3 $6.007, 268 214 r31,421 193,43% 102
Tolo sealy 191,253,272 g7 *‘SE,SF'Q &3 815 BEY 289 230281 2FR4A77 B850
Liarig=reren labiltias auretanding RN 8.A58.750 =3,.91.414 94,501,802
Ciear Lahiltias 2022 491 1 433,756 4 30 §,3568,257 6,357,25¢C
Torel linbiliting 51047 541 T840 535 R £1,778.070 6,801,002
Hetasses:
IrdfesiedIn sapitzd sssets, rat of
nslatedt cisit T AR 54,073,577 45481265 162067513 137,734,484
Resisted H29.R74 279 275,587 230,153 .42 85:'&5
Urinastricted A FaT 3L R 32813586 64, 403459 £0,°
Total blet Aszels 5 194,406 331 87 ﬁwi ] 75,6&% T35 % 2\36 B

i Cly's net essets increazed S20.8 million cver the privr fiscal vear. Cument and sther assal dacreased §138,.709 whie canital
assets incressed 321 3 millian. Long-lerm Habitities decreased 4.6 millien due to noial amotizalion while ether liakilitics
incoaased by 51.5 millbon.

GOVERNMENTAL ACTIVITIES

Yhe Cliy's nel assets from govemimental aotivitlas ncrsased 8113 mithon, scoeunting for 585 of the totl growth i net sssets of the
City of E] Paso de Redfes, The cast of 4l gavernrsenial soiviies this iscal vear was $34 milllan, As snownin the staterent of
activiies. theamount thal the taxpaye!s ullinately finarced for these acivitics was only $19.5 midlinn becanse: some #f the (06t e
waid by thosa who ciesily benefited from the srogrems (57 2 milkanh. Gapital grants and contibutions ($7.7 million’ provides (ur$5.7
million capiial asset nfrastucture provided by Duilding developmsst, The City paicfor the ramaining “public benalit” pertion of
govemmental scivites with 224.8 million o 1axas [somea o ivhich cowld only be used for cetlain Lrograms] ane with other revenuas,
slich a3 intersst and fovenUes fiom Gthat Ageriies,

The Glty's programs far govearnmentalactivities incluce genstal govsirment, public safety, public warks, libary ang T Pm‘ i
servicus, and communily develepmert. Thapragramsfor the bushhess type activitiog includs the water angsewer yzl

£ <



QITY OF BL PASO DE ROBLES
Mariagairierd’s Discussion snd Analysls, continued
Fiscal Year Ended June 30 2006

aperations, and ansit senicns,
Tetal msaunces avalloble during the year to fnance governmertal setiities consisted of nat sesets at.duly 4 2005 of $128 millier,

rouram revendes of § 4 .4 milliorand gencral revenues of $30.9 millibr, Total exponses for governmante] setivties duskng e fiscal
yesrwere $34 midion,

BUSINESS TYPEACTIVITIES

It City's nel sssets from husinessstype agtivities iricivesed $8:3 milkicr whish decenns for 45% of the tatal Inprease in e City of EF
Pase Sobles’ nat agsels:

The castofall Prapristary {busingss-tyoe) activilies this yaarwss $9.1 melien. &3 shown in the siatement of activiies. theamounts
paid by users of the syswems ware $7.6 rillion, and capllal grants snd cortrbutiors were 7.3 millin, Revenuas tham olfigr sgencies
aocounmd for$2 milion and earmings Fomusesof muney and propaty were 514 million.




CITY OF £t PASODE ROBLES
Managemant's Distuss.on and Analpsis, continied
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CITY OF EL PASO-DE ROBLES

Managernent's Discussion and Anaiyals, coantinued

Fisgal Year Ended Juric: 30, 2GGE

FINANCIAL ANALY SIS 8F THE CITY'SFUNDS

The foad halence st fiscsl yesreeni fadibe Cily sgeneabiund of 34,4 million is-an oversll Increase of 3808422 e iast vear,

The Measdre DGO bonds capital projects Tund shiows 2 decranae b fund batance of 56,3 millicn from she pricr fscal year, whichuis
thi result of the constraction on the 13™ Streat Sriclga.

The: Highiweay 10148 'Weasl Community Facilitiea Distict has a negative fund balande as a rasult of prioperty scouisiions for the
interchiange and mad re-alignmenis,

The Measure D00 tonds debt servico fund shaws an incremss cd $756, 267 in furvd badance, directly stiributabie te funding of the
bond micasute By propa ity Ay assessments,

The: Redevalnpment Agency deit service fund shows an Incresss of §77.3,288 infund balance from: the prisr flzcal year sesublion frm
the incregssin propety taxes and recuced expaticdiluing,

DEET ADMINISTRATION

{3ebt considerad a diabilin: af governmontal actiiilat dacresssdin £Y 2005-06 by only $775 680 due It 2w cafiital lease proceeds,
compensated abaencas irareased 127,00 3, and clesure/postclesure | abifity mereased 3154, 124, Per capita debt gutstanding
checressad 10 59,856 for BY 200586 down friom.$1,743 Tas PV 2004-05. Whklie deht ramained refativaly unsanged, tha City's
increase in poputation reduced per capita debt autstarding.

Debt considered & fiability of nusiness-type activilies decressed in FY 200508 by $622 201 dua to normalamonization. Percagis
debt outstanding decreasad o 5312 far £ 20506 doven Trom $345 for FY 200403,

H



CIFY OF EL FASCDE ROBLES
Maragement's Discuzslan and Analysix. cominued
Fiscal Year Erded sune 3, 2006

& schetule of ousstending debi iz grosened below,

EalanCe Inearese or Satisfiad or Halsace
Jdity 1, 2008 ig81iBd Matured Jure 30, 2006

Goverivrianial Activities: o
Leuges payatle B 5550070 % 5 681,246 § 476,821
Cemorneatad ahsencas 1.651.545 |, 748,580
Clozuraposclosiza S ability 915935 1,074,081
Canaral.ohligation boro s cayadle 1,992 550 Harien
Redavelnzment bords payabia 165,600 5480, 00

Tatel govesmental 2ethties 3 ARTGRACT S 2070058 5 2545828 3 47,942,441
Businessstype Actlioe;
Tomaursaleg obsences 4 143590 5 LT T ¢ 3 176,762
Fazeznue bands paystls 2510,900 i £55 o4 3,555,000

Vol bugiross-byps. sciivitiag 3 265370 8 32798 3 55,000 % 8051764
CASH MAMNAGEMENT

Torcbtaky faxibilty i cashk management, the Giry empleys a proled cash system [teferance Note 2in the notes  the basio financial
slatamanis] Underihe poofed cash concept, the Glly ibvesisihe cash of abl furds with maturities plannad ty colhcide with nash
nesds. [dle cashis vestod In castalr pligible securiles as constrained by law ang further limited ay the Clly's invesiment Policy. The
gozls of the City's investiment Palicy ars safery, Hauidity, and veld,




CITY QFEL PASODE ROBLES
Managemeant's Liscussion and Analysis. continizd
Fiscal Yesr Ended dline 39, 2006

CAPITAL ASSETS

The Capisl aseets of e City gie thoes asssls whivh gre ussd in the performance of the-City's functiens including Infrssiruciue
assels, At Juna 30, 2006, nel capital assels of the governmental activitiss tolaled $152 millicr and the sul capila) assetsof the
iness-type activitiss totaled 383 milion. Daprecistion on capital assats Is racognized: b the poverrmeswide finsncial
statemenis. The iy has elegred todeprociate its infrastucture assets. roordar fodepraciale the infrastructure assew. ancestimated

usciu e for each iypa of assatwas demendeed eing engineeting sitandards. 25 wall as discussions with Sity staff regating the
Gy tenanr ez for sach aesel lype. This gllowad the estimated usofullfe of each azsel typat be tailored Ja insude the

unique atrbutes of the City of I Pase Robles.

The felloving tadle prasents summary Information on the Gty s tapita assets,

riging Scumiiated Baok
Cosl Dapresiaticn Valig
Capital dsests « Bovemmental dcivites: -
iard. Suildings, Equiprrent,
CIP, and niftastrunte § 182081907 §  4DICZANS § 151759113

Capital Assats - Businiossvpo soiifies:

Land: Buldings, Edulipresng,

CIP. and Intrastracine 3 nsea 21t % _3@3&,%0 § eaa7adi




CITY OF EL PASO DE ROBLES
Mznagemert’s Discussion .and dnalysis, conliused
Fiscal Year Ended Jure 20, 2008

GENERAL FUND BUDGETARY HIGHLIGHTS

Compariey the-FY 06 original kudgel {or adopiad) gena rol fund budget amount of $22.4 miilion to the fingl tudget amount of 525.6
mélier shaws a net ooragse ol 32 milllon, Fedadsd i thks lguss s 274 800 in-pdor yosr carny forward, §7925, 600 i funds for
angircering servioss at the langill, $197 208 in Sherwood Park playground uparedes. $88.6040 to reimbusse the Meso Roblas Public
Schnols for garking bt improvements, $2 006,600 propersy acquisition: at the lerdfill. 48,600 for Pioneer Skate Park staffing. %80 Ot
farincreased legel services, 547 500 for the dovaiopmeant msant foe updale, and 3411, 100 in 3 warety of operating budget
augmentatioris, City Cotincd appeoved sll iudget sup lemectal chisigas ts the aclgimal budyat,

Qrigral Budget & Supnlemenisl Changes = Finsl Bredget
3 2RI o+ % 284200 = 8 25,629,100

ECON®MIC FACTORS AND NEXT YEAR'S BUDCGETS AND RATES

Thekey assumptions in the general fund reverue forecas] for flacal yaar 200807 weris;
v Anincreasein propery e ravenies of 8% due o ac estimaiad rise In assossed aluaton and genarai growth:
v Anincrezse inseles tax nevenner ot BE% a8 o resull of antlcipated grawth | the raiail base.
» Anincrease b 8% annuelty for growth in TransientOuzupansy Tax.

The Clyeconlisiwes to benefit from a sound financial bese and loss sconemy. Positve resulls of ihe last sixtiscal years (2001
rough 20081 have nereased the general fund's fund balance by neerly 55.7 million. “(he Cily's &Y €7 sudget inchudes the tallowing
nawiaxpanded budgel roauests:

s ronoiiic devoiopmant stady
¢ Onefull time swarn officer

&l



CITY OF EL PASO DE ROBLES
Ianagevert's Discission and Analysis, contiued
Fisgal Year Erded Juse 20, 2006

CONTACTING THE GITY'S FINANCIAL MANAGEMENT

This financial repert is designed to provide eur citizens. taxpayers, customers. investors, and creditors with 3 general overview of the
G by's finanoss and 1o show the Ciiy's zcoountability far the money it reczives. If you have questions aboul this repodt, semarate
reporls of tha Cilv's corrponent urils or noed any addittonal finarcial infomaation. contact the Office of Admizistrative Services at
1000 Sosing Streel, Pose Robles, Calitornia, §3448, phang 806-237-3888 or v-rnall lisece@prchy com,




CITY OF EL PASO DE ROBLES

BASIC FINANCIAL STATEMENTS



STATEMENT OF NET ASSETSAND STATEMENT OF ACTIVITIES

Tna Slaigmant of Nel Asseis and the Siaternerd of Aciivives stitements required by Governmentat Accoun
Sleteme:nt Ng: 38 1GASE 345, Their puroose is to surnmarize the entire City's financlal acthv Ve and flran
preaared o the same basis as isused by mest businasses, which rears they ngluda all the Cily's swee
wellas all 4s rovenues end cxponsas. ThisIs sniwn as e ull secrgsad basis - the effect ofailthe Gity's ra ns&cmn,, is nkx:rs m
aceounl, regardless ol whatherarwhen cash ghanoes hanos,

slivig Swmiutds- B':-mi

Tha Statement of Net Assets repoits the diference batwean the-City's Wil sa5uts and the Gity's totaligbiliies. inclliding all she City's
capital zssets and all 15 leng-term dedt. The Statarmert of Ket Assets presents similazinformation tc the old balarce shasal foimat,
bl prosentsitin oway 1nal focises the teader onitie composition of tha City's nel assets, by subtracting ol kabillies fromiolat

Lt

The: Staterent of Net Asgets summarizes tha Tinancial pasilionof the Tdy's Goverrmental Activities in g single oclurn, and tho
financial position of sl the City's Business-lype Activitias ivasinge. ceiumn; these columns:are foowred by a Tatal calurey that
praserts the financial pogition of the enlise Cily.

Thea Clty's Bovgramental Activitiss irclude the aclivities of its General Fund. along with all ity Speaial Sewecur, Crapiial Mojests, and
Pebt Service Funds, The Citv's Business-type fictivites include sl i Entorprise Funid activlies,

The: Statomant of Activities teponts nvtessas and daciesses inthe Cily's netsssats. It is slso prepared an the full acerast biasls,
whici maans i inchules s the Cing's revenues sno all 15 expenses, regardizss of when the cazb chianges nands. T his dffmrs from
the “madified secrual™basis used i the funo ﬁnanciar stataeenis, which raflact anly ¢ urant Assets, curent Eabilities, Avaiiatle
ravenues, and measurable sxpenditunas:

The farmiat of the Statemient af Astivitlas differg cor

ierahly fram those prepared inthe past. [ oveseals the Ciy's expanses irst,
lisred by prograr, an foliiwes thase with the sxpenses of its business-1yps acthdtiss. Prograin sevenues-ihatis, revenues which ane
gereratad dirseby by these programs ~ sre then deducted from program expenges oarmive at the net expsnse of 2ach governments!
Erd busingss-hios progmm, The Ciiv's genersl reveniies are then listed i Lhe Governmental Adivities or Business-tyme Activiies
column, as epproprizte, and the Changs in Net Assots is conaulad arg reconcitad with the Staiement of Met Assels:

Both thasa Stataments irthude the Bnanciat activities of the- Citv and the Redevelopment igorcv of the Cilv
which is te*,;fail* Ak aiﬂ butis a somponentunitcfthe City because itis contralled by the Ciry, which is i
the Agency's activilies.

Al B Past e Rables,
; unzante for
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CITY OF EL PASO DE ROBLES

FUNDS FINANCIAL STATEMENTS



GOVERNMENTAL FUNDS FINANCIAL STATEMENTS

GASB 34 ravises the format of the Fung Financial Statemants so.thatonby individual major funds ere pressnied, while non-major
finds sracombined ina single column, Major funds ane diefined genarally as having signitosnt ectivities o balances in The cument
vewr. No distinciion i made hetwesn fund 1ypes and the practics visombining bee funds and prosedling their ok in separate
cokimng (Combined Fingricial Sfaterncnis) has hasn discontinued. slorg with e bse of the General Fixed Asssls and Gereral
Leng-Term Deabt Grougs of Adtaunis:

The Governmontal funds fescribed belowwere determined to be Majer Funds In tho Dity s fisval vear. Individuz! nen-snast
{urds may e feund inhe Sugplemental getion,

General Fund
Tho pereal und 1S ths general eperating fund of the City, ¥ is used 1o account forall financial resountes grcapt hose to be
aczounted forin anazharfumd,

Measiere D GO Bonds Cagplial Projems Fund
This fund ascounts for pioject expendiluras lwea vaniety of infrastructure projects flinded by voter apnrovad Measure B Gensral
@hiligation: Bonda.

Highway 10148 Wast Conmuniiy Facilities District Fund
The: furet acacunts for the improvenets 1o lhe Fighway 10148 Westinterchange and road re-alignments,

Measure D GO Bonds Debt Service Fund
This fond azcaunts for lonj-lerm debt servios ransactions: Telatng 104 variety of infragliuclure projects fundsd by vebar approved
Measis 0 General Chigation Bunds,

Rodeveisptant Agsncy Pebt Sanvice Fimnd
This. fund accounts for lerg-wrm detn srrvies arsactions relating to the goquisition and ivravamants of interm city hatll ar the
repaviment of shadtern cash advances. cwod 1o the Clty of ! Faso de Roblaa' geners] fund.
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ERDPRE TARY FLINDS FINANCIAL STATEMEN

Fropsiglary funds aconund fer Sty operations financed and apared it manar samilsar s privese buginess enterprizs.
The intent of the City is that the costof providing goods anid savicss be finsnced primarily through uaer chais.

The:concept of majar Tunds: patabiished by GASE Swvement Ne. 3 extends ta Propriatary Funds. The Gity hias identfiec)
e funds belaw as major proprieleny funds irithe currens fiscal pear,

SASHE StaterentNu. 34 doss not provids for the disclozure of budne: varsus aeleal sompansons regarding propricssey funds,
Vyater Speraiions Fund

Thisfurg is used #-aceoi
Al inciudes aosounting ol

for tha aparation sad maintenaros of the City's walar pradustion, ransmissicn, and (istribution syslem,
wabar conneclions, Natimierto watsr projest. and Nacimiento wiaser traalinent,

Seaver Dnerations Fund
This furid s owsedio scoount for the operation and maintenaecs of he Clty's sewerooliection and treatment gy stan,
Admport Operations Fund

This fund ls used inaos

t for the opemation and meimanancs of the Sitys arpot,
Transit Speetiona Fund

This fung iz used to acohuns for the aporatian and fre|nteranos of thiz City's disl«g-ide and fixed raute-fransii systems Junded
foan Tt tation Development Act funds,
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EIDUCIARY FLUNDS,

Fursds held in g trusies or agency capaciny for sthers and Gerefom cannot be tged fx support the Qovernmeni's own progranis
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SITY OF EL PASO OF ROBLES
index to Nowes 1 the Basc Flnanclal Stalamants
June 34, 2006

. Summury of Significant Accounting Policizs

Tom»

Qmmn

e

o

1.
.

Descripiion of Reporting Entisy
Bask of Prasentation

Majer Fukds

Basi of Accounting

Bizlget and Buddetar Accounting
Companzaled Shserces

Cashand Cash Equivaients

| nveniories and Prepaid ftems
Propesty Taxcs

Usgof Estimatag

Favaivalbdes snd Payables

Lse of Restrictes and Unrestriciad Net Aszats
New Accounting Pronouncenorits

2. Casb-and Invsstrrerts

R

A

il

i

Inwzstnant Palley

Coliztesal snd Catagorizatinn Reguiremanis

risgiosires Relaling 1o ierest Risy

Inwastments with Fair Malugs Highly Sensitive iorverest Rate Fluciuaions
Dicheires Relaling te Credit Risk

Concentragens of Credit Risk

Custodial Credit Risk

Cashand Investments

Karklng hvesimeants do Fair Yalue 10ASE 31)

State Ipvestnant Porl

Capital Assais
Interfuend Transaclions

A,
8.

Luzns
Transfers Pelween Frinds

Fisk Manzgement
Governyrsnial Acthitias Larg-Term Debl

A,

Desctinticin
Cherges v Long=Temn Delbit
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CITY OF EL PASODE RDBLES
Moteg 16 the Basic Finangisl Statements
Juns 3¢, 2006

NOTE 1 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
&, Deseription of the Reporting Entin

Tre ancormpanying comprehensiva arrel financiai repartimciudes the fingnciakactkltias of the Ciyaf ELPaso e Raebles, and its
componant unis, the Fase Rodies Redevelapment Ansncy mgﬁn sy and the Bi Pasoiie Robles Public Finaricing Authority
[Ausharityl. Thefinancial activities of the fsrepoing entities have been ¢ Aggregs atedd and merged {termad "bleaging ™t with those of the
Sity in e socompanytng fnancigl statemerts, as each ﬂ.»“lﬁlzl‘b the criteric for nclugion as setforth in Cidversmental Acgouriing
Slandacds Board{GASE) Stewement No. 14, 85 amended by BASE Statermert Mo, 39

The City of Bl Masnde Rooies was in-vumo‘rated in 1489, and nrsrsies under e Siate of California City Council-Mangger farm of
goveinenant, The goverming hady congigls of 3 fve mermber City Councll slocted at large by voters of the City, The City prewides the
fedlovmirig serdces) Public Safety [Police and Hr Abeaysnd Recrention Services, Plarring and Zani blic Works {Streets an
Raads), Fublic Impaovernsnmg, Waler, Sewer Augu.i Gperations, Fu blic Teansporiation {1 ransit Servi c:gsv and Cenaral
Agminstrathes Serdces,

Tre Gty Coancid members, i segarate seasion. serve as the goversing board of tha Aganicy and the Authority and, 8s such, Twen
antities are praseniad as blerded component units. Senaraie finaocial statemants ate produced only forthe Redavagiopment Sgency
component unil sfthe City and oy be ebiained ko the City's Administratve Services office:

The Agency wascrganizad in August 1586, pursiiant o tha State of Callfterie Heslth are Sefsty Code, Section 33000, entitled
Community Redaveopment Low”. - Atthe sama time, the City Councail became the governing basss, The Final Repord,
Redzveloament Plag, and Agescy tuindaries wets adopted on Novernber 18, 1987, Although it is legaily saparale from e City, the
Agerncy isrepaiisid as if e part of the pmasny govemment bacguse its sole pironse is radeveloprent: tehabditetion, and the
revitalization of the redevelonment project drea within the Oty jurisdictinrs| beundaies, City stsff provides maragement assisiances

to1ng Agenoy. The flnds of the Agensy have been inzludetin the Gowarnmeantal Actvilies in-he fnancial sletements.

The Autbority was ieemed by tha City as - condul for lony-term debt fiaancing and is goyemed by the Cit Ceunch. Ths Autharity
exisis and acls as aseparate public sntity and has the powerto acquire, purchase, construct finance, lesss, and/ar sai public
fecilities and: aaputanances necesssry or converient for thiz public purposas of the City. The Authonty fas so assets of fsawn. Al
capital assats acquired by the City under the Aihosity are Incided i tha lina noial statemants.

The financial gtalements of the City have Beer presared in ﬁmmmaty with accosmiing principles gensrel sccapledin the Unitad
States of America a5 applleud Le governmental unts. The Gowesrmental ﬁm:ounkhg Standaras Baard i the sccepted stendard ssiling
fiody 1or gevernmental seeounting erd flnancial repontiag pri nmples. The more significant of the Ciry®s acenunkng policlas ae
deseribed below,



CITYOF EL PASODE ROBLES
Hutes o the Basic Fpancial Siatamenis {cantnusd)
June 3, 2006

B. Basisof Presentation

The City's Basle Financial Stalements 2 prepared in confesrily with astauning principles gencratly arvapied in thie United States
af amgrlcs, Tae Govemmentsl Sccolning Standards Soard s the acknowledged standard selling biody for establishing aceounting
and finanala; ring standards fobowsd by-gavemmental enities in te 118 A

Covernment-vWide Financial Sialamenls: The Statement of Nat 4ssels and & Stetement of Activites. Thesa statemeants nresent
surrinaties of Guvernmental anc Business-tyac sctivihias for the Gty sotompanied by o totsl caliys, Fiduciary activitias of tlie Cily
are nel included in these staigments,

These statemenks arerasenied on an economic resourcss measurament forus snd the accrual bass of stoounting, Accerdingl
of thie Cb's wssdls and. liabilities, including capizal assels, aswel asinfrastrusirs sasels, ard long-term liasilifes, arc inchadesd o the
sroarmpsnving Statement of Net Assote. Tae Staterment of Adtidies grasents changes 1 net assets. Lnder the acares) beasis of
SECOUNLING. FEVeNUES Bre recagaizad in the padnd it which tiey sie sarmed white expenses are rocognzestin tha period in which the
ligbitity is incurred, The types of transactions repoiled as program revenues for the Cily ara repsonad in frew categories: 1) charqes
for serdeas, &) apesating grants and contributior:s, and 3) cepitalgranis and cenisimsiions.

Cerain #limingticss have kaen mada a5 gresuribed by SASB Statemant ks Mr regards te interfund sotiviles. payables, ang
receivebles, Al inteinal balances i the Siatement of Net Assels fava tiesr aliminsted axcen! those repressniing halancss betvweer
the goverrimental ackvilies and businesstype activities. wiicy ams presented as internal bolancas 26a slinvneted in the tatal primary
qoverrirent column, In the Staterment of Activitias, thasa Uansactiens between govemmental ant bissiness<ype aclivitiss hiave nol
Leen eliminated,

Tme City applies all applicabla GAS® pronmuncements sincluding all NCGA Siatements and Interorataticns currently in effect! as woll
as the folicwing aronounizemsms issued on of before Navembez 30, 1984, to ke businass tyos acivilies, unizss thosa
pronauncements conffiel with-or sontradict GASE. pronaureamants: Financial Acocunting Stardaids Bueard Bistemeris and

ting Resesrch Bulleling of the Committee on Accounting

conflint with or sontradict GASE prsauncsmants,

Funde Mnancia Staiemeants: Gowemmental Fuade Financlal Siatements provide information abiout theTiy's fiinds, incliding
fiduciary funns and hlarcedcomponent Units. Separale ¢laiements igoaach fund categon—gavernmantal, proprietary, and fiduclsry—
are prosentsd. The smphesis of funde finanicial slaiemeanis isenmajorindikdual funds, sach of which is displeyed in a separate
calima. Al remainicg gove mmental and enterstdse funds are aggregated and reperad as aob-major funds.

Proprietary funids cparating raverties, such ag charges for services, resuli friven sxahangs lransaclions associated with tha arinclivsd
acliviny al the fund. Exchange trensactiong ars those i which sach many eoeives and gives up essentaly sgsal vaites. Not-
operating scwriess, such as subsidiss and investmeant aanings, rosult from nen-exchange transschong G arciliary agtivises.
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CITY OF £t PASGDE ROBLES

Hotes 10 the Basic Tinancial Slatements ftontnugd)
Jung 33, 2005

C. Bajor Funds

Uhe City repertad the fbléi}wiﬁg friafor govig

merial Tunds in the sccompanying fimancisl statemsnts;

Ganoral Fund lsthe gaaesalnperatng fund of the Gity. [Lis used s aceaurt for sl finsnciel resurces sxcapt thase required o be
acsourted for i arothar furd,

: oncis Capitsl Prejects Fund ls use to acoeunt forthe expeinditure of generalobligation bond procaads: for sperific
canital prtgects 33 authorizad by the wsters,

Hlghwag 1001745 Wsst Cararunity Facilities Districl acepunts for the impravemensto the Highway 10148 Westintercharge ang road
pe-aligrunents,

o5 g & GO Pond Cebt Sentice ¥ und 4o scecunt for prassity oy revenues genesated from the general abligaticn tond tax
overide approves by the voters and the expendituee of sald fands for payment of bond princigal 2nd interess,

Regevelorment Agency Bebt Servies Fund is used 1o accoun for the oollentier: propanty tex increment anid payenant of debt
authorized Dy the fgeney's Board.

The City rapatted al ity enterprise funds 25 major proprictan ads I the secompanying Enancial siaements:

Wygitmr Oparations Fuid is tused @ socoint for the operation and maintenanca of tha Clty's water production, ranseissian, ang
gistribution systism netassary to provide water servios w0 the reskisnts of the Citg.

Sewer Oparalinns Fund s used 1o sccoun: for e opsration and msintenance of the Ciy's s collection and itaalmant system
nacessany to provide sower gardces to the residenis of the Cite.

Alrport Sperations Fund s used fo socount for the wperation @4 maintenance activitiaz of the Cily's airpart,

Transht Cperations Fund 5 used o account far the oparathn ad ma intenancs astivities of tha City's transit system including hoth
damand ceanonse and Sxed raule serdces oz well 25 funding contribitions 1w regisnal transit sysien,
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CITY OF EL PARDBE ROBLES
Metes to the Baslc Flngncisl Statements (continued:
Juner 30: 2088

ThzCity slzo reports the fallowing tund ivpes:

Figuciary Funds - r«uu‘lqm Funds Finsncial Statenwerls inchde a Statement of Net dssats. The $iy's Fduciary Tunds mptesent
Aponcy Fundz, . i waltre Casseals equal listilities Fand do netnvobee messarement of resals of speratiors, They
are et ac oun or 553&[3 fald by the Ln‘cy irg-trustee capacity or ag an agent for individualz, private org*mizaﬂons ather
goverrnental unis, nd fos other fumds. Included in this cotagory are the following five furids: l‘ daptservics rarsactions of gpecia
aggessment besd issuas for-which the City is noctabligated in sy tnenner. 2} o account for? unHs received and expended by the
Setior Adwisony Lommittes, 3] % account: farfurds tn provide schiolar ship’é ta gracuated local high schac: sluderts who uncerfake
courses it the medisal Rzld, seholamsbips sreswardad by the Fase Faniss Higk Sehook Bistrict, 431 acccuntfor Other Past
Employmert Benellts, and Sldapazits from custemersto.be refindsd whern pm{ormcmw Crilerts is met orapplied against fuhas
ameunts dua to the O ty from the cuswemer.

. Basiz of Accounting

The povernmantawide, peoprietary, and fiduciary {und fingncizl statemernts are geporied Lsing the aconomis resoUrtes messunement
focus and the fullasenisael hasis of acceunting. Revenues are recorded whaa aarmgd snd expengss aro reastidad At thetinge | liabilities
areinclined regardless of wheit the refeted cash Hows take placs.

Goverunanial futids are reported using the curment financial meagrces measurement foils and the modified aocrial basis of
accounting. Underthis method, revenuss are reongrized when meazurabls and suailable, The City cossidess sl revenuss raportod
tiv the governmends! funds 1o beavallahle if the ravenues are tollechod within sicy davs aRter fiscal year-ong, Expendilass arm
recorded when tha related fund labiity is incasred, except far princitial and interess on Ceperat long-ter debt, claims and fixlgmants,
and compensates absernas, whichare recognized az expendivrss to the extent they Fave matured, Capital asse! acyuislions ane
reponad-as expeeditures in govemmental furgds. Procemds of general lang-isrm debt and acquisitions Lndsrcaglel eases ans
rapotiad g ¢thar financing SOUrSes.

Mpp-axchangs ransactions, iy which tha Gity gives orreceivasvalug without directh receiving w-glving equsl value: in exchinge,
inchicle propertytaxes, grants. entifements, and clonations, Ohenacoruat basis, revenya fram poperty (8xes is recognlzed in the
fiscal year for which the taxas are levied, Revenue frem dgrants, enfitements. and denalicens s recegnized in thie fiscal year n which
ali elgibilty requlrements have besn satisfed.

it

¢ revahines susceplible to actrusl include other taxes, inbsrgovaremenial ravanues, interest. and chaemes far servizes, Trant
reveniges are recognized in-the fiszal yEarin which albclicdbilly reoulrerens are mey Under the terms of siant agréements theCily
ey furicl certaln programs with 8 comisndtion of cost-rsimbrsement grants, categorical Bloack grants, and general revanioes. Thus,
Mth restiichsd and urrestricted netassets may b availahle iolinance program c*mﬂnt‘ii'lmp he Ciy's policy is te fivst apply

sied geantresources o sunh pragrams. followed Dy genersl ravenues f necesanry, O Y indirect costs are includert in
pmgmm expenses mported forindivid ual functions. gnd scltvites.




CITY OF Bl PASD DEROBLES ,
Halas fo e Bagi: Flransia: Slatamants (oontin
Juare 30, 2008

E. Budgeting and Sudpetary Acoounting

The City prepares o faur-ses: fimanslal plan Bas camlaing appropristions fes teo Tull fiscal years, Dring e secand year of fhe bao-
yoar budgetfour yeor fimancizl flan, 4 new bro-year bidgetis developed and tig- adeilional vears are addst to the foursyesr financial
plas, ke pracess o updatiog the tansear indgenfour ysarfiaarcial plar i generdly described as {olloss:

Administrative Setvices prapares base budget schadules consisting of mainteraroz and operaliohs. fersonrs|
£ emm cherating capital, revenue estimating forrnsand ferms far submifting dudielary regussts for naw

o-: expanded services, a well 35 requests for oporating capital mot alrearly praviden fer on vedous. pre-
thovized replacement schedules, Thosa schiedules wedisirbided o sl exatutive mar ggers for sfimation
rcemplefion. Upon afflrmatios anc raidm of rew request forms. Agmiristrative Services complles and
hes the dratt buripet, T remdive manggers mest1¢ neyiesw the drafi budoet arg prepare sparifis
scommentatnns e baiarce the budget should resources net cover bLagetany fequasts, Tha arfl
SXBrLtve MEnager recommaendstions are than revicwed by the: Cencll's *ad hos haidget committes
of mwo Councilperans. Findl budget recommandatians are developsd and are presentsd tothe full Council al
a pubtic werkenop, followead by o punile featifig, srethes: formal Bodgat adoption &l the fizs: raating :n Jane,
The budge! preparation, revisw, and anorsyal process takes placs in the cenext of and with the ohierive of
addsmessingthe qaals sstablished by Seauncil during & gosl gsttivig woikshop held just prior tothe precess noted
ATKNIE,

This aporovad budge: covers ubbidmlaﬂf all Cily expendituses m,m:.lmg resbudgeted itams. Al appeo retit AUy e a5
originally adtpled oras amended by the Uity Coungil and Iamse at Tiscal year-gnd. The Cliv Manager gsuthorized o vensier
bridgeted amounis between objeds within depavimentz, Tragsiess of aspropriatinns Balnsan dapartiments ard funds may be made
onty by the Gity Council, Total depanmental sxpandituraes ingens ss-of e iolil departmental budgsted amounts ans dissournged
and exaﬂ.twe managars are heic sccouniable accordingly, Formal buggetsryirtegration is emplocyed o8 5 managenment contro) tonl
durlng the Hlzcatyear(orall unds inslud:‘r}g antarprisa unds. Al budgats are aoopted on & basls canslstar with accourting principles
ganerally anmue{i i the Uil Siates of Amarice.

F. Compansated Abssnces

Iis the utv, 3 pcw to record the cost of anmuat vacation, compersatony time, and fringe bansfils a5 garmed in agoerdance with the
Governmental Aoccunting Standsrds Boatrd Siasemeit N, 16, *sccounting for Compensatad Absanoes’, Acpamulated unpaid
vacation oave s accried whan iacimed i the propristsry funds. Cokithe cutraniportior ofthe yunpaic vacalion iesve ‘saccrusd n
the governtsental funds, The toirg=ssrm portion of the Lnpail vacalion leave Is seported in te Governmentwade Financial
Siatements. Emplovses may accumliate sick lsava Withoul Frristion s fo the number of hours of accumulation. Employass ara
paid 100 ol theeir acuumislalad vacatien pEy when thay termmirata their e moicyment for any reason. Accumolated sick pay urder ng
srctinstances Is padi o ampicyees at any tme-and thus is nodrecorded as a lishility of tee Gty
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CITY OF EL PASODE ROGLES
Mates 0 ke Ragic Finsncial Statements {continuad)
June 30, 2006

G: Cash ang Cash Equivalents

iEnts with g rsalutiy of threa manths oriess
s A6 pooles with e City's podled £osi

Far puppases af ta Statement of Tash Flows, the City comsidered Al highty liguid inve
whan punchasen to be Sesheguivalsnts, & Cash and ‘nvesimenis of the-oroprictary fun
S invesimsnes,

H. Inventories and Prapaid $ams

irveniory is recoded using the purchases mothad ancleostis reourded as an expanditure st the tims Ibdivicua! invenory items are
purchased. Inventory held in the Watsr Napadment is walved a1 cost using the fiestin, frst odt (FIFO] inventary rethod.. Cartan
payments to vondars raffech srists 3 r:ai}le tofiture accounting perinds and are recorced as prepaid fdens,

I, Propery Taxes

Fropery taxes are nssessed, coliscled, and allocated by tre County-of Han Luis Onispo throughaut this el year aconrdirg to the
follwing prapenmy tax calendar:

Lien Data Jaruary-1

Law Dale Jum T B0 Jura S

Duelale - Becuwist Taxses Nevarmber | 1"‘ instaliment, March 1, 2™in.
Caleclion Date - Secured Taxes Degember 10, 1% inzaliment, Apri 10, 2%
Cue Date - Unsacurad Taxes Jurie 30

Collecton Date - Unsecures Texss August 31

Unider Galiforia law, propeny 13xes are Jzsessetd and aoliscted by sounties Up o pemant ol assessad valwa, plus ofer lncrasses
apptoved by theyoters. Under Propostion ti.adepted by iheveters in 3 selewidebaliotin 1978, assessed valustlon is Irerassen
annualy by scostof tuing Index nottn exceed 2% exteptior those prosarties {hat changed wanership duzing the taebve reonih
pericd sincethe liendate. o thass cases, he property is re-azsaseed 21 coment value.. The propery taxes oo i s poul, aod sre
then allocated tothacitlas saser 4n s somplex foriuda prescribed by state statute. Accordingly, the Siyof Bl Pasa de Roblss
recoqnizes properly fax revencas whan it becomes bath maasurable and vazlable uy finance expendiiues of the curent period.

Heglnning with B3cal yesr 139394, s Uounly of San Luis Obispo, forthase tading anences desirous of penicipating on o voaitlass
biasiz, converied the propeity lax cellection and distribution svstem to e Taster Plee”, The City of El Rasd de Roblag ehose 4
panticisate i the “Teeler Flan™ wherein the City receives 100% of the juoperly tax lewy during the fiscat vearwithaut dediictinn for
property tae payment defintwertes. Accordingty. e oty of Sah Luls Chispo xeaps sl groperty tax penakiles colieciod,



OITY OF EL PASODE ROBLES
Notes b the Basic Financial Stalemenis {cantinusd)
June 3G, 2006

J Use of Estimates

The preparation of the finarcisl sigiemenis in conformity wilth asdaurting wrinciples geaa:aly acceptad in the Unbiad States of
Aenerics, a5 prescitad by tha GASE and e Amgrican institite of Gertitied Public Avcowrderts, require menanemiert to make
assumptions that alc) [ha reponed arourtsof assats andliabiities and dischosure of contingent assais sl fishilties st the di
tho fimanclal stataments aed the-reportad amaourds of revenles and expansestexpenditures durlag the repurling period. Actdal
rassdlls gould differfrom thoge estimates., )

K. Recelvables and Pavables

Acihvity betvseen funds thal i representative of lendingDorrewing ereanpememts oltaiarding sl iscal yea-nd are refermed to 3s "dLe
teidue fram othar fords”. in some cases. “dustofduefinen sheriunds” represent the skort-tenm ransfar ol pash resouncas at fiscat
yearand b aliminals negative cash batances thalsue lemporgry in nature. Cashiressiincss have besndoansd fromi one fund (o

afiether lo provice TRSOUTTES 10 prepsre & “spedio plant’, 8 plnning/dauelapiment tocl, untii fess penerated from o spectls plan
#reasepay iheiosn,

FPregrieta

d raceivaliles ace shown netof any ailpwsnee for uncoflectible ssyounis. Wility cuslamess aes billed monthly, The
volis of serv

w3 prueided, and billed atiscal year-erd hes feer inclided in the accampanying flwacial stalements,

L. Usaof Bestricted/Unrestricted Nat Assets

When an experse s incurred for purposes far which botherestricted and unrasiricied net asagts ara avarlbhle, He Citv's policy is 1o
angly rositicted st assews first,

K. HWew Ascounting Pronourcamesnis

Governmsntal Accounting Slandards Beard Saterment Ma, 49

Forthe fiscal year ended June 38, 2008, the Cily implamernied Governmeantal Aconunting Stardards Board (G381 Statomant N,
48, "Nei Restricked by enabling Legistaion ~ a0 amendmertof GASE Stetement No. 34." This etatament is sHectve for Tsesl periods
beginning after June 15, 2008, THis Stetement requiret that imibstisns gn the. Use of net assets imposad by cnadiing legislstion oe
reperied as sestricied nat assely. A legally enforceable anahblng lagialstion restiicticn s une thata-party ex: nthe City-such as
citizers: public intemst groups, the judiciary - can comed & government 1 nonor. Implementation of CAZE Statement No. 45 dic riot
have an Impast on the City's bazic: inancial staterments for the fiscal year sided Juns 30 2008,

e



GITY OF EL PASG DE ROBLES
Notes t the Bagic Financial Slaternents (esntinuad)
Jung 30, 2006

Crrearnmmental dctountivg Slandards Bosrd Stolemiant Mo, 44

Forthe Ascal vesr ended June 30, 2006, the Clly implementas 2458 Siatemerd No. 44, "Evenomic Cenditlen Beporiing: The
Statistical Section,” This Siatemont s s¥active forthe City Torthe fsns penicds bedinning ater June 15 2008, This Siatemient
enhances and updates the stotlstical sacicn that accompanies alocsl govermnieint's basic financial stalemanis o reflact the
significant changes that have laken plsce inthe govemment, The statistical sedion comprised seiada®s gresents rend irdormation
abeut revenues and expangas, drend information ahout the gaverment's significant revenua sounss, outstanding debt. scinamic
and demographics, #rg opera¥ng informatior, Implerertation of GASE Staterment No. 44 did not haveon pact oa the Cily's basic
financlaf statemanis for he fscal vear ended June 30, 2004

NOTE 2~ CASH AND INVESTMENTS
A, Invastimant Palicy

Cash balances fomvall finds are conibined and invesiad pussyant 1 the Councii's adopted [nvasiment Poicy ansd Stete Gowarnmee
Code Section 53547, Authorizéd irieslments includesecudiiscnl the United Siates Gavernmeant 07 its agencizs. cenificate
degasit. the Stateaf Caiffornia Local Agengy mwvastmant Fund (LYIF). barkers' aceaptances, neeotlslle cerificates of deposi. ¢nd
replitchase agreemanis. The earnings from these investments a2 allacatad morthly 1o each-fund Gased uponthe.cixaing salence of
each fund a1 month enck. Allenterprise func Ineastmsnits are considered to be fiquid investimants for cash dowand reporting
pirposes, Funds held by ouiside fiscal agents under the provisking of band ndentures thal ase mairisihed sepasstely and interast
incomme earvied on said funds are credited direosy 10 the band fund Grrapoited as if the interast was crarited ditecdy o saldfungs.

The City uses the viekdan the Locel Agency Irvestment Fiend, sh invasirment poa! managead by the Sate of Califomia freasurars

Ctfice fer-evaluating lnvesimant perffomiante. Tha vield for LAIF during the iash guatter of fiviel vear 200606 was 4.53%.. For ik
manth endsd June 3G, 2008, the City recanrilzed 8 weighied average dally ratn ol reburn of 4.51%. A1 a0 e doring the fiscal yesr
dic the Clis higrrow funds through 1ie Lise of revel & purchase agreemants.

Thatable tieiow ideniifiez the irvestment types thal are specifically authiwizad by the Chy's investment policy aad also identfins

crE pravisions ol e Ciy'sinvedimskt policy that addresses intergst rate rigk gnd concartration of credil fisk per (GASB: Stateinent
Mo AU Irdoes notaddrass invastmense of delbt proceeds hald by bond trustes tat are govered by the provisions of the debt
agresment bataieen the Cibe and truslee, Anvinvestmant type notlisted is erther prohinned by California Ceeammeni Cocr,
prahitited by the Cit's bvsslirent policy. or notspaclfiuslly sddressed oy the Cite's invesimant pdlicy




CITY OF BL PASO DE ROBLES
Moltes 1o the Besic Financial Ststemants (continied}
June 30, 2005

Investmeri Tynes fdamimar ‘Euvimure
Apknges | ZEA NN Qom irguar

U &, Trassuny Lialjabio Syearz Hore

U.E. Aganee-halss 7 ymzett o,

U8, AgencyMe:tgaged Sackad Sucogios FymEEt qns.

Bsinkar s Acseftinc 2 180 deie. 40%

Comemasaial | sher 180 dees Mo

Corporate Matss & yanr

Centificaies of Deapust

Unllstaralizes camtpaas: al DiaposE!
Nagotialie Cetfoaiasof Deposit
Fepurthass sqreeiineits

Local digency Breastmen: Flitg (LA

by 155 o the apgregeie total of 605 rray Le Invested botwesr 5 end T veErs.

8. Colleteral and Categarization Requiremenis

Tne Cakfornie Govermmiont Code requires Lalfarria manks and savings #nd load associatensto securethe Sity's cash sapusits by
pledging securlies as coflateral. This Coce siates that 2cliateral Meddod in this rmannershelinave the effect of perferting a security
interestin such alleral supsrior t those of & gereral cradilar, Thus coligteral for cesh deposits is corsldessd to be held in the City's
pame. The fsicvalye of the pledged securities musl aguat gt teast 110% of the City's depestis. Calfarnis law alss allows financial
insttutions to seoure Gty deposils by pledding frst trusi desd mortgasge notes having & value ¢f 150% of & Cinv's total denoshe. The
calieterst for cartficates of daposil 18 genaerally beld in sefekeeping by the Faderal Hame Liwar Bank i San Francisco a8 the tind-
party trustes. The sactritias are physically beld inan-undivided peok for all Callfrrsia - pub s sgensy depositore. The State ‘
Administrative oz jor public agencies.and the Federal Home Loan Brank mainjging detaited records of the securlty poal i
covtdinated and Updated weekiy, The Citw Treasurer, at his dleeratiooh, may waive the colisterslization regulrernent for dapasits that
arecinsured up Io 97 00DGC by the Federal Dapasit Insuranca Cupuralicn and in fact has watved the collateralization raquiramsnt for
all deposiis-held by finsrcial institutions at Jurie 3%, 2008,

—




CITY OF £ £ASODE ROBLES
Nows o the BasicFinancial Statements [Corlitliec)
June 30, 2006

G, Dizdosures Relating o Inlersst Rigk

Per GASE Stalement Mo, 40, intersst rate risk is tho ek thit changes in sarket imerest rates will adversaiy sffect the fak value of s
investment, Gensraly. the iongarthe matityy of an iyvestmant. the greater the sensiivity of its tair vaiue to chidnges in-market
intepest rates. Onc of thix ways the Uty managesils sxpasure b interest rate dak ie by purchasing acomb; . of shortar ternvand:
langer term wesinents and by Himing cash fleves from metusties ce that-a portion.of he porioiio is matising of coming close to
matirity sesn ke cver fimne: & necessay 10 provide the sesh low and liquidily needed for operations.

irformation about the vepsitvily of the fzrvalues of the City's vestmonis to markal Frarest rdle Suctuaions &8 provided by the
fulboeiing table thet shows the: distibution of the City's nvesimenis by maturity, For purposes of the tsble show below. any calable
sacurities gre zssumed 1o'De held to maturdty.

Bengiving aves
ianantra YR ES el e} Plaore Than
Qr Loes Menlys Rigrby £ Montks
US . dgency tuntes % 3 EBITE & .
U3 Agsncy Morgsgad Backad Secl tEs 12,128,208 -
LorporateNoley 438815 1,07 0an .
Tanfzatzs cf Ceaseit FUFacun R0 -

el Agercy e

20CNE FUR (LA
Held by Bans T

Mcrisy Warkel Trass tacEga . b S
5:206f23 3 A9ogagsa §tofosne £ -

D, Investments with Fair Valuss Highly Sencitiva Lo Interest Hate Fluctuations

The City's invegiments gid rot inclugie any invastments thatase kighly sensilive Lo aterest rate fludlualions 1o a-degree: than alraady
incficaled inshe irferration provided abovel)

E. Disclosures Rekting ts Credic Risk

QGenerally, cregitrisk is the risk that an isauas of an mvasimenl will not
mcusured by thiz- assignment af a raticg by a8 naticnalty recognl

Mill ity -ohbligatien 1o the holder of thesnvestimentl. This is
i slatistical roling crganization, Presentad befow s thgs minienum

bl



OITY OF EL PASO DF ROBLES
Motes W the Basic Faancial Seavamenls {continusd;
Junz 30,2008

rating requirad by (whers gpplicable) thie Califernis Govemiment Cede, the Tiby's investnient peficy, or debtagreements, and the
aciual rating as- civear end for the sach investment typs,

Birimum Zxemol
Legal 5 Kot
T:atng g A& fstad
Ul Agenzy Nows % 12,78 582 BN $ % 1273 % 3
4.8 Apenay Morssaged Bacred Seouniias 1A UM A . 1540124 - .
Covperate Nodes B VA BiE & N 1425465 ER T -
Coatifucties of Tepish 10,717 K5 NIA G . N
Loest Agency Fvestres: Fun LAIFS 23,248 25 Ak . -
el Ly B Tiuglie,
MoneyMarkeFords . « =
£ 4mioon % 29844 SR EAE0ED S

F. Concentrsthons of Credit Risk

The irvestiment podicy-«f the City gonlains limilafons that ame, hsone casas, moe rastictive than those stisulated by the Califmia
Government Cede. Insome cases, the investment paley of the City contains no limitstinns on the amourt that-car be investad in any
wne issuer bevondifat stipulsted by the Caifamia Govarevent Code. Invesiments in.any cne issuariathes han 1),S, Tregsury
sacuriies and external investmant pocls) that rapresent 5% or mure of the totel City investments are as Teliows;

fegar Hgrared Amount
Seddarsl Hoone Loan Fank Fadargl agercy aaturtlse £ 6392008
Frdznl Foie Laan Moriese Assooi Fadmral agency sezurlise 15401504
Fudzml Kalioral Merigape Asscoiat, Badars aens se%iHbas 8,529,439

& Custadial Cradi Blsk

Custodial cradit riskfor deposits 15 the ngk thal, it the evept of the taikure of a depositery financl nsthiution. a governmant will not be
able to recover s deposila o will ot be able ki regover coligteral securities that are in the possession of an outside pary. 7h
sustodial ergditrisk for invastmernts isthe rgk that, inthe evantofihe fallureof the counlerparty [e.g. Broker-desler) 10 8 (rensaution,
a governtaehl willaotbe able o recover Lhe value of its irvesiment or codlaters! securities that ars i the possassien of arminas party.
Tha Catfornlk Guvemement Code and e Cily's invesimant palicy 4> not cantain fenal of policy reauiraments thatwauid il the
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Nates to the Basc Finanasial Statements (Sortinued)
duno 30, 2006

axpoaue 1 cudodisl credit nsk for depasils of invastineits, other than the following provislan for depositss The Calfornia
Govarmmen: Code taguires hat a fnancisl instition sectre deposits: made: by state or local governmentsl units by pledang
seturites in an undivided coltatersl oo hekt by sdepostary regulaied under stalc ew {Linkiss 20 waived by thie sovamicental rit,.
Thie fair value of the pledged securitizs: in the coliatsral poul rmust equal at Jeast T10% of the total ameunt dapasiag sy the: public
agencies, Galifornia i slso allows financial insliviiens to secure City deposlts by pledging first trust decd modgage nates having &
walie 6f 1504 of the Sécurad public deposits, As of June 30. 2008, Jwaw different financial institutions. fwld more trian 186,600 &
City's deposits. Thus, each fnancial institution was requited 1o colialersiize 8l amounts Iriexcess of STI0.300 in accandance with
California law .

H. Cashand Invesiments

The sarrying arsount of the City's cash and deposiis was $344.700 atJune 30, 2008, Cash on hand was 34,100 snd bank balarices,
before te ingy fterns, ware 366,826 a1 June 38, 2008, A1.June 30, 2005, the difference bewesn the City's bank soccunts and
the eamying amount is duew tha normal dsposits in transitand weslanding chegks.

Tha City's total cash and invesimenis are repartes as follvws;

Gavernrserigl actyities §34,331.347
Rusiness activiies, 32,948,722
Fiduriany funds 1404252
Towal Cash and roestments P8 5Rd, 301

Caghoand investmants sre classifed in the fnansial steterrents a5 shawn bekﬁw. hasad on whethe o nol their use s resiriced under
The terms af City detit :nswumanis oF Ageny aoreemeris:

Boieilable for operatiors $86. 284,827
Witk figcal ayent 1G0E 432
Fiduciary funds __1.404.232
ToteliZash aro | nvasimesnds 168, 684,

I Marking lnvestments to Fair Vielse (GASE 1)

Governmental Azcounting Stendarls Boerd Sialement No. 37 requines hadthe Sity's invesimerts be canied af fair value Instead of
cnst. The Giry musl ud jusy the carrying valus (hook of ils ivestments to neflast thelr fair walve st each fiscel yearend, ard it must
include ihe efects of thove adjesiments in incera for tha tistal yoar.



CITY OF EL PASODE ROBLES
Neotes ot Bagc Financial Statements (Corilinved)
Juna 30 2006

GASE 31 applies 1o sl the City's invesiments, ever Hihey s held 10 maotutity and redsemed at full face vaiue. Sinoethe Gy heids
all investmzntsuntil svaturity o uhlil fair value equala oregceeds coet, the fairvalue adiusiments required 2y GASSE 31 result in
ACCOUMING gains 4 I5sses (called Tecognized of *urnrealized” gaihs o losses) which do ncot reflectacivsl zalss of the nwesiments
icalled "reailzad gaing orlosses’), Thus, recogrized gains of losses an an investivient purchascd af parwil now eflect shanges i
vallle af sanh sitoeeding kscal year-end, bl these recognizen gaire or 1o%53s will net 18 zarn if the invesirent is heid o maluily. By
fellawing GAGE 37, the Gity s roponing the amount of avaiable reselices that would aclualy have boan available if thad heen
raquired 1o liguidate all its invaslmenis st any fiscal yes-end. Thefairvalusis pravidet by Unian Baak of Califernia, the City's
safoks2ping custodial fnsilion,

J. State lnvesimarit Ponl

LAIF is & gperidl fund of the Galifornis State Treasury through which local gevernmanis can poslinvestments. Bach gewernmental
agrEncy: ey inyestus to 360,330,000 for sach account in therfurd, Insestments in LAIF are highly liguid, as deposits can he
roiverlad 13 cash wlthis twenty-hobys without less of inlgrest ar prircipal. The full faiih and credt of the Siale of Collioriis sequre
irivestmenigin LA,

Ardune 30, 2006 the accourt in the nome ol the City hield 530,253,000 on depositwhila the Redevelagmant Agency ke ko funts on
daposit. Due oG58 31, the City facorded a total fairvalie of 520 216,257 that included $368 743 in reragnized (Munrealized™
lhsses on investrenis in LAIF. The unreslized 10ss was based or & Teir velue adlusimant factor of GS8185821 calculatss by tha
State-of Cakifueniz Treasurars Office.

NOTE 3-CAPITALASSETS

T'he Govermmentsl Accounting Ssandards Board (GASE) issund Statement No. 34 that requiras the inciusion of capital azsets
including Infrastuciure capltel assels in the fecal govammenty basic financial staements, Infeastructure assels include soaes,
bricges. cutie and guiters. siveets arud sidewalss, drainaoe systems, and Mghting systems,

Al crpitad wssets includlag infrestruciute are waived at histcdcsl cost or ssymated: histarical cost if actuat kistorical cos! -8 niot
ausitshle. Contrbuted sepitsl 88541 are vakued & thel: gstimated falr walue onthe dale contributed. The Civ's polley 15 1o capitelize
ail mssels with cosis axceeding cerain minimum thaeshotds, $3,009 e miashinery and equipment-and $25,000 for suldings,
impravements, and infeastruclure, alwith useful e exceeding NG vears. ’

Forall infrastitictune systems, the City slaoled to usa the Besit Appraach as detined by GASE Ststemert o, 32 forinfraslnucture
reporing, The Cily commissionsd an appraieal of Gty awned infrasi-aciure and prapety as-of June 34, 2 st has camnpleles sn
intasnal update for june 30, 2006. This appraisal deterivilned the oniginal cozl, which is-defined as the aciusl cost 12 scouire rewy




CITY OF Bl PASO DE ROBLES
Wates te the Rasic Finandial Siatements. icentinucdl
Jure 30, 2506

property o atoprdance with mardet pricas sl the ime of firsl construetion/ssquisition: When actual cost rfonmation-weas nal
avaitable, cumernt replaeement cost was estimated and tredded back o the dats of acguisttien by using cithar fhe Buresu of Lakeor
Statistes, Cormumer Prive: lndes for A1) Lirber Cansumass, Los AngetessHverside-Orange County, nal seasonally ecjusted for atl
items, orthe Censtutkin Cost Index complicd by Enginmsering News ecord JENR), revised it Jure 2002, The Consumer Priss
index was uscd for liaffic: signals and streetlakes. The Corsudion Cost Index was used for allothar infragtiucture assets, The
book valus wes ien cormputed by deducring the sccamilated depreciation from the ofigingl cos:

The mrposa of depresiation is 9 spread the cost of capilalassels equitatly arrarg all uasrs overthe tseful ife f these sxsels. The
smoLnt chasged to desraciation expense gach vear represents that yaar’s pro rata share of iPic cost &f capital agsets. Ao
Siatement No. 54 reviires that gli capltal sssels with limited vsefdl ilves be depreciatad aver their estimated Usefel bees,
Beprechation i provided using the straight line method which menns the cest of the assetis divided by s especte useil fein yeswrs
ang tha result is chasged In expenss sach vaar untli the azsst is fully depreciatad. Tha City has assigned the usefullives lismad below
to Capital assetst

-
i

Payvement 28 years
Curbs and guiiers 40 years
Sicewalks &8 voass
Medigng 25 yoars
wridoes 75 yoars
Trafio signals 20 yaary
Sirestlights B0 years
Storm drain sysiems 50 veers
Off-road faiis 20years
Flayground ecuipment 15 years
Gavemmental bullags 50 years

1932
2y



CITY OF EL PASODE ROBLES
Westess for thy Basie Finsrdial Statements (continued)
Jore 31, 2006

CapitalAssets of the Sity fod e

RCTAIEES

setl weat ended June 30, 2008, consislad of the fallowing;

Doy

Bely e
S o kel

1]

Salawe
i loaen
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L i
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CITY OF £L PASO DE ROBLES
Motes 10 e Basic Financial Slatements [consnuad)
Junie 33, 20906

Forihs fiscal year ended . Jone 30, 2008, depreciation expenss on capital sssets wag charged lo the govermnmental funcicns &5
follows:

Ciarearal Govwsroman % 168408
Public: Safety 5346540
Pughlic Works 37 5%

Lirary and Recreation Services
Cammunity Develogman:

Total Depraciation Expenss

Canstruction Commiments

Az of June 30, Z00E: e Cily-had @ suntber of construction rojects in orogress. The govammenial acliviy prajects had g tolab work
in progeess amoonl ol 52,2883 77, The business-type activity projects includad various water, sswer, ard sineort infrasruciure
improvements. iiafing $15,933,293.

NOTE 4 - INTERFUND TRANSACTIONS

A, Loans

With Council approvel resourses were laanad o the Ghandler Ranch and Qlsen Beechwaod Sgacific Mlan Funds The City Council
adapted Regalpian Ko, 23-173 on Maverber 2, 1552 which spproised & resmburgemssd agreement betweenthe Tty andthe
Hedsvsloprient ageny. The reimbirsemant agreemant requines tha Agency Lo reimbmrse the Cily for lease pavrmeants made for tha
aunsristion of the Gy Hall'Library facility. The amoun] noted below represents fife fo cate” isase payments Ydebt swrvlas) owad 3h
City for wass gaynienis alrdady madeess sdior payrents from e Agency. This amount does not includs firums lease peyrosants,
Futire lease pavmecis will be recordad when paid by the City,




CITY OF EL PASO DE ROBLES
Notes to the Basic Financial Statements (continusd}

June 30, 2006
Loans . Loany
Recgivahle Eavpable

krajor Funds:

Senesal Fund 3 1FBE R $ I

rigtamay 10148 Woal Comenurity Faulties Distriel Pund 1420857

RD4 Dett Samvice Furd 6,965,482
Hor-major Funds:

Public i #oikpes DGevsioprmant ©uns 5 965,402

E pe gnc Lightng atrict Fund ARt

Trafie Milgatics Developmaont Fuad | 288,961

Specific Flan Funtd 1.676923

Aupart Road PSR Fad 53854

Totals

e

12 45.830 5 10,215 K50

B. Transfers Betweon Funds

it Council agpoval, reseurses mav be ansfermed fromeone Sity fiznd to. another. The majer purposeof the transfers is te
reimburse a fundthat bes made anexpenditirs on behalf of anwhar furg. Transfers areidenifled as follows:



CITY OF £L PASO DE ROBLES

Notss te the Basic Hrencial Siatements tcontiaucd)

June 30, 2006
Trapstessly Transfers Qut
Major Funds:
Urarieral Fand 3 1,328,067 $ 2,238,855
Messure B GO Bends Capital Prajecis Fund 3,584,363 3008500
FlyA e Gervice Sund 288,502
Npo-Msjor Funds:
Cierwrol Einvsrgency and Resares Fund 5EC.CaD 249,596
Casital Beplacenent Funed SIRG00
CingFaeility Bepalr Fuod 239,588
G Tax Fund 1,007,585 425,658
Trarapotiztion Developmend Fund 13:300 458,345
LasndE Closra!Pesztclosure Fung 7260
Cemurity Davislaprmsnt Blod Grand Fund 53208
Redeweiimsnt Aguncy Fund 208447 3208
Laaculligi Curiigercy Fund SONGOZ
CapiialProjects Rassrva Fund 1E8.RET
Trathe Miigstion Develmee] Fund TE3ET 84,148
Sgnalizatiat Fud 357,345 18367z
Park Devalopmant Pund e, 000
Pe thowey ana M dian Davelapman: £and 31613 {22995
Poblic. Facilities Develcpmert Furd B4R 435 7324
Specitt Flan Fung 2.245.000 3,588 382
1804 PLEse Faclitics Debt Servies Fiind 554.414
Emtarprise Funda:
Senkar Fiad Didd
‘naksr Furd ) FLASG
Totals § 123533807 3 12,585,007

Sy



CITY OF EL PASODE ROBLES
Nede 4o the Fasic Financial Slalsrenis icontinued;
Jung 30, 2005

NOTE 5« RISK MANAGEMENT

The City Is 8 member of the Caltornis Jeint Powers Insurance Sutherity, 3 risk sharirg. sei-funded join: powers acthnrity whoss
membership atlastcount indlided 113 public agencies, The.Joint Powers Authorilysiravides program "ﬂl’\‘llf‘ﬂf"ﬁ!iﬂ'f claim

serdicing, invasligatinn seneees, 1ogel ceunsel. and axoess coverage tolis mszmllms, Forgerers! and suts lability, the Joint Powess
Austhorlty provides roverage of $50 million peruccurence snd 538 milien aggrenate, Forworkees' campansation. the covetags is
statiory plizs 18 million per occurrence fer-emplovers flability. The Dty aleo particpetes in' he non-auta gropeny grogram: ottaned
fry e Jaint P awws Authority which provides full raplacament coverage for Ruilldings and faciiliss, The Sy is & sured for
propety damace le .,rt‘f owned squipment and vanicles exceptfor majar eciigient i.e. firetricks i which the City parieipaias with
glher public agencies in aspeclal Insuvarces pool, The City purchases speciaity policiss to cover alrport fabilibe and bl bty &
paliudion ceverage from sthar sources. Gopies of the finarelsl sutdd sre svaiable uoon reguest from the Chy or the Juint Dowrers
Autharity, 8081 Maody Street; La Paima, Ca. GREZYL, a1 phorie 800-223-2343.

Witk the dissolution of the Centrai Coast Citims Sedf Insurasce Fund, the Joint PFewars Autharity agreedic monana ihe Y&l clgims foi
Asnearal liability and workars' cemprasstion for the Self nsurance Fund panicipants on & voluntarily partitlpatkon hasis, The Jeoint
Powers manages thase &l claims separately from ts regular programes, Pasn Robles hos agraed taslow the Joirt
Fowers sumpsiyie mansoe said %all” cleims for general liability and workers' compensation:

ki

The last actoarial study undertsken foriad ciaims was during frcal yewr 2005, This study Indicated thatthe City had general liabilty
fund balanee of $181,484 ot includiog S7880W Tor*ineurrar i yet reperes” claims parthe sciuany. it is not exgectec that
arother actuarial study will be undertaker: on lahility clsirs a5 their fe expectarey is rathershort lviad,

frethve cass of warkers” compensation, the acluariel siudy indlcatad that the City hed 3 fund balance of $1.821970. This amownt does
nelinciude $525,000 present value of fiatlity for outstanding claims per the "Actuatial Review of the Warkers® Dampsngation
Program’ 2 prepama by Richard Sherman & Associates. Ine, during feeal year 2003, The Actarial Revles™ will be upcated in
fiscalvear 2007,

NOTE 6 - GOVERNMENTAL ACTIVITIES LONG-TERM DEBT

A, Description

eneral Obllgallen Ranrls - InJune 1998, the vowrs pasaed & i sverids adthorizing the sale of $28 £I0,000 gensral ovligation
bands. Tha bonds were soid in thrae sentes. Grudune 9, 1933 the City lssusd $22,989.598 In Gereral Oliligation Bonds, Series A
Capltal Appragiation and Term Bends (1999 forihe purpose of providing veastruclion: funds for & variey of citywide projeets, The
oidstanding bonds bear o net Intamat onst of 5.36% and are duein annual installments ramging from $287 370 tc 56'15,896 thmoan
Januany 1, 2028, Thess bonds ane peyshie fror 24 valorem tases ievisd against sl taxsbla real prapemy in Gee City iwith the
excepticn.of cemaln Claszes of persenal property),

1



CITY OF EL PASO DE ROBLES
Nl dadhe Basic Francizl Statements {coatniued)
June 30, 2005

On September 28, 2001, the Cilyissuec $6,896,603 in General Dbllgation Bands, Seies B Capital Apgreciation and Tarm. Berds
1200 ] far tho pusoss of prrwzdmg ponsinchon funds for a varete of Chvwide projects. The outstaricling sords bear a net interesi
cost of 5.00% andam dus in anmust insmellmens ranglng from 45257970 1o $6°5,808 thraugh dangary 1,2028: These berds are
paya Lia drsm ad veloremaxes levied sgainst alltoxabie sl property in the City fwith the excepliczn-of cerlain claszes of personal

properly).

Cin. April 17, 2082, the City lssund $3.0€0,000 in Seneral Dbligation Bords, Seres © {2003 for the pumese of providing constiicton
funds far avaricty of Clhvedte projacts, The duistanding hondé bear-a net interestcostof 4 8% and ara dur Inannuslinstaliments
ranging fram $257.930 to $615.806 thiough Januery 1, 2023, These bonds arc payabli: fram ad valonem texes levied againgt al
taxable rasl propenty it ihe Cliy jwith the exception of cartain chisses of parsonal pmpeny),

Tax Allocation Bonds = On Septesnber 15, 1996 33830000 Tew Allvestion Refunding Borcs wore ssusd by 12 fgency e refund
bords ofigirsally issusdin 1991 te repay advancos atd ssived by the dgency from the City, The autstanding bonds baat s
ret interestonst ot 5.50% and are-due In anbul instalimens ranging from $70.000 10 $255,900 through January 1, 2022, These
bonds are payabde fiem propey |28 ndraement revenies.

On Cetober 3 2004, 34060000 Tae Alocation Bonds were ssued by the Ageicly 10 fepay advances and loens recedved oy the
Agency fravo the Cliyasd previvle funds o7 the widenang a1 Ninlisk Bridge frems two 1o four Istws, The puistanding bonds beara net
lntaiess cnat of §.29% and are due in annwal instaliments ranging from $20000 16 3485.000 Frough January 1, 2028, Thess bondy
fra ayable irom oroperty tax incramant e es,

Lesse Durchace Okdigatinns - On Novembar 15, 1333 the Pass Robles Public Finsncing Authanly sokf §8.230,000 Certificates of

Bartleipatian, $1,530.000 of the-cenificates was (wed 10 refund the 1388 Centiticates of Fertin pation iasued o Consmurl a comeninity
park ahd retmeational facility, This penien af the cerliicates malures Juna 1, 2007, The balance of centficates, 4,200 0010, wire
usedio constiuct & néw municipal libranyand municipel otficas. Thie pord A of he certificates matures June | 2024, All the
sutsianding carlifiteing bearanet inleres: cest of £.15% ardl ae due n enpuel instalimants ranaing fomn $180,007 15 $540,002
through Janbare 71,2024, The library pertionvis rebmbursabils tihe Gererat Fund from Badavala amant Agency proparty tax
incrament reverues.

The City antzred infe 3 $428,162 lease purchasa terract dated December 7, 18999, for the acjuisition .Jf &0 derial ladder truck ferine
Fire Cepanimant. Principal znd Witerost paymsnts are due sembannually In instaliments beginning June 7, 2000, with the fast
nayment due Dacembar 7. 2006, The total ernual peyments are $958,6852.

T City antored inte m 317,410 legse purshase contrant ared Slgust 24, 2000 Firihe scquisitor of 3 copy. maching fosths Poling
Depariment. Frincesl and interest payments are dus moenthly segl g August 15, 1989, with the: last payment due July 15, 2095,
Folel arinua) poynents are §4,011.

4]
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CITY OF EL FASO DE ROBLES
Hotes to the Basic Financlal Stalamaais loontinued)
Junc 30, 2606

Thes City e nlererl inio 5 $163.571 Jeass purchase conteact dated August 20, 1999, for tha acquisition of 3511 phene systom for the
Polion Depsnment, Principal and infarest payteits are dus monthly beginmng Dacamber 1, 1989, with the faat payamant dus
November 1, 2006. Total sanus payments sre $4594 7,

The Chyantered it a $666.218 lease purchess: chntadl dated Uklober 2%, 2002, far the-agiuisiion of wo fire engines for thes Fire
Dapatmant, Priscinal end interast peymants are due monthly seginning Novembeds 258, 2002, with the last payment dus Delohar 25,
FHIT. Total anoml payments ara 344,471,

The Tity enterad intc & $203.254 lease purchase coniract dated Saptarbier ¥, 2084, for the acquistior of beo sireet sweepers for the
Publiz Waork aitment. Principal and interest paymerits are due rronthly baginnivg Decatabar 3, 20704, vith the lz2el paymantdus
Newember 3 2008, Tetalanndat payments are §67.285.

The City.enwered into iz $28%.000 Jease purchase contract dated Augist 15, 2005, for the asquisifion of vae heavy rescue vehicls for
tha Emarmancy Sandces dagartment. Princioal and Interest paymisnts are due mornihly biginping Septersber-3G, 2003, with the sl
prainent due August 33, 2010, Tatal anni al payments are $53.353.

The Cincentercd intn.a $1 500,000 ssse punchase sgreerman daled December 5. 2005 forthe
the City's fanafill. Principal and interest paymsnis are
Lenember 0 2000, Total annosl payments are $108

e sition of 52 acres: sdjucent o
we semi-gnnugly beglnning June 38, 2086, with the lagl payment dus
55802

B.. Changes in Long-Term Dabt

Bs ol dure 10, 2000, the City had the foliowing long-lenm chligations owstansing indluding (e cumrent poticn

Covmrnmantsl Acihvities

Balance euttedor  Satisfedor Bularse Sumand
Jufy 1. 2008 tamisd batured June 30 2006 Fonlon

Gwezinmenisl Aeiviae:

apel LBasas Fayatia £ 178000 3 1258,249) & 258182 %
CatiFoetas. ot Pascipaiion i 15,000} 4,355,005
enacss OBlEalnn Dirds {pen 580y 31,578,678 46,255
H1BE,000 8,520,095 1BSLWIL
1T 0% ' 174 sn.ann
154,126 10 0e
Total Governrantal Achvites. § ;g?;\ilsg 3 IEdEBEGy 3 AENNZA4T F  FEREAGY




CITY OF EL FASO DF ROBLES
dntes fa the Basic Francel Saemenia {continued)
Jung 38, 2305

. Annual Repayment Requirements of Long- Term: Debt

The: gnnual requizsmants ta amonize oll debl substareing Jexelid g comperissied shsencs s end Sloglrarpesiclogure Hability) as of
dune 25, 2608 are as follows:

- Govemmentad dotivities
Yaa: End
Junes 3¢ Brincga! Ingrag!
2067 ¥ 2oitiat % *BE1I5T
20E 2,648305 SEITY
el 2:398, 768 * FIBEE0
Pl 250004 LBERuaT
2,249,491 LRI
15,301

32,3853
B51 1,477 HEBTTOe
Y.216,758 4,135,782

& i5729781 1 4454638

0. Scnd Raquiremenis

AL e 30, 2006, rivasgemsnt believes the City 804 i3 component Units are in zomplanes ity sil sbhvensants of the vancus debt
inderndras,

E. Defoasad Obligatinns

Thude arano oulstanding defeased obligatons at June 30, 2004,



CITY #F EL PASO DE ROBLES :
oles o the Basic Financial Statements {contnuad)
June 33, 2005

NOTE 7- BUSINESS-TYPE ACTIVITIES LONG-TERM DEBT
&, Description

Sewerinstaliment Sale Eovanua Bonds -0 Oriober 1, 2062, the Pubdic Financing Authorlty fssusd $11,550.000 in Sewer - Ravanlis
Instaliment Bends (2083 for the purpose of refunding the 1953 Sewsr Refunclng Bords (whleh refinded the 1 987 Sewer Raw
Beinds.ang rovided §3,:003.,000 for sewsr collection and taaimant systam Improvernents,. The econdaiic gain, net peesent vaive
savings, was $129373., The outsianding bonds bear a nelinfersst posiniD.506% and aredue n shnwal installnenis ranging from
$522 438 10 %3 045,201 thraugh Jangary 1, 2332, These bonds are payabls from sewer user fess.

B. Changes inLong-Tern Chligations

As.of Jume 30, 2008, the City had tha folivwing long-term obligations sutstanding i ncluding the cument pordon:

Buslneas Activillas " )
Buoance  howmd or Satisfied or Ralance norrent
Julv 1, 2008 ‘satred iatursd Jare 30, 2006 Parfion
Business-type Activilles: )
Campenselzd dbesncas s 135,370 4 32753 5 S 1,769 % -
Rovure Borsds ’ 4510000 ) RSG5 000 EEESCO0 675,000
Tolal Businessiype Activities 3 ARS513%0 § 2783 % e E55000) 3 B389 S




CHY OF EL PASO DE ROBLES
hoas 1o the Basic Financial Statements (contlnuasg
Jume 30, 2006

€. annual Repaymant Raqilirgments of Lang-Term Debt

Tha annusd seouiranents o amonize all Aoz autstandicg fexcluding compenssted ybserces) as of June 30, 20086 ane sy Tollows:

Business Activities
vaur End
N0 Procipal  _ Ivieresh

2007 & SE & 366,384
2008 BYFLS0 354,204
Popg 1801500 333,828
28 195,500 528,26<
i b 208,030 5219
z 2095 1,135,600 AR
TN 1,565,000 %.254,813
v i) vl 1,730,800 SRR ]
79272031 2475000 AR
B00,00% 25,000
5 BE55000 & & EEEAES

0. Bond Raguirsments

ArJuns 30, 2006, mianagement helisyes the City ard its- compenent units.are in somplancewith sl covenants of 19 vadous Jeht
indentiras, ’

E. Datsased Ooligations

These are no outstanding defeased osligsions st June 30, 2006,



CITY QF Ef PASO DEROBLES
MNotes o the Besic Finsroial Statemeants eontinied)
June 86,2008

NOTE 8 - EMPLOYEE BENEFITS

A, Retirement Systam

Substantiglly sl City smmloyees are eligible te panlicivale in pension plans offerad by Califorsia Publs Bmpdoyess' Retremen
Systen (PERS), snagent multiple amployar dalired benefit pengion plan which acts 43 & conimon investment and ardm
asgent Torils participating memberomploysrs, FERS provides retirement and disabifity banefits, annuai cestof Fulrdg adjiisliments;
and death henefits to plan members wha must be public smpnyeas and beneficiaries. Tha { City's employses | pate in the
separate safety {pclice and fira; end miscellansous {all athar) empioyse plars. Benefit provisions undar ik :;Iar-s are esaaiissod
by siate statute and( llg msiilion. Berefits ara based on vesrs of Crecitad service, equal to one yaar of Ul me amplayirers,
Funding contribulions fo7 both plans aradetarmined arrually ofvan actuarial basis as of Juns 33 by PERS: the: City must contribite
thase smaoints.

Active plan members In PERS are recuined tooontributa.a percent of thet: snnual covered safary. ~oweseer, die City pays the
contabutions: raquited of Sl raisceilanesiis employess, sll pollcs m-fwy smplovess, and fire satayy mambess. The rulms are set by
statits and thacefore remaine unchanged from yearbe year. The Clly is requirsd o oonitlhiia the arbuau slly determired amourts
netsssan s tuncithe banafit [orits members deyond ha conbibution required of membar employiees. The aciuarial methods and
assufrptions ised &4 those adopled by the PERS Boand uf Administration.

The flans” piovigons, bensfits and conntulion rates inefect ot June 30, 2006 gre sumimarized a5 Tollows:

Miscallaraous Prbica Fita
Benafitvesting schedule Syearseanvica 5 yearsserdce  fiyesrs senice
Berelit paymanis monthty forsife  rordbly forlife. monthly foi tife
Retirement siga a5 59 3D
Ientily bencdloz, s % of snnuel salary Z2.5% L% 20%
Requires ermspleyes contibitien rale &% 25 g
Reguired emyployar coqiribution rste 14.104% 20.085% 13 008%
Totalcurent covered pavioll $ BRZTAAE §  24B3.231 5 14429
fequired smpleyes conrbutions made $ 470528 % 223482 3 125,003
Reguitad employar sontributions rute made § gacdzz ¢ 47751 & 188,500

Total current paynod frar noversd emplovees for theyaar ended June 30, 200€¢ was 39,805,505 wowt the tomal payroll for all emplovees
was $17,413 404,

2]
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CITY OF €L PASO DE ROBLES
Notes to the Bagic Financial Statements coontinged)
Jume 50, 2008

PERS defernmines centribution reguiremenis using & medification of ihe Entry Age Nomal Method. Underthis method, the City's total
rormal berefit-costforeach empluyeefrom date of hire o cate ofretirsment s exoressad as a level percentage of the ©
payrollcest: Mormal borefit cost under this mathed s the lewsl amount the apnmlayer must pay arsaslly o furd &n employee
projacizd eilisrmanl benalil. This lved perseptagsof negacd msfod b used b amortizeany unfundad solpasalliabites. The
aciuaralassumatinng vsed roemputs contibuton reguiFemsnts sre slet usediocomputs the penigion bersfit nbigation:

PLRE uzesthe marketrelatad-value mathod o vaili the plan's assels. Anlavastmest rate of refumof 7,
irrsigding teflaton ot 3.00%, Annual Salady increases are assiifasn o vary by sierstion of servine, The Civ's &
acerien liahiihy s balng amortzad &5 & level parcentége of paymil on & ciosed hasis:
City's piens are as follaws:

s agstimed,
mfunded sctuersl
Theremaining anatization peiiods for the

Police Sufely Juame 30, 2022
Fire Salety dure 30, 2020
Miscellanceaus June 20, 2034

& thron-vaar sroothing tcchnigus is usad for Assal Vaiuatlos. For 2005-08 tha anousl vabs components wess as llows:

Miscallanadus Pelica Fire Total
aermal Gost $ BRI 203326 0 139997 $ 0 822774
Unfurderd Llsbiliy (Surpiug) ] 21488 4174903 24147 363.335
Total City Porllen Paid S BOEWIS 3 411,228 §  169.064 S 1,186,300
hiestrnat Cosl Rae 7443% 11.510% TT.618%
Infunded Liabiity {Surmkis) Rate 4.137% 4.828% 2.398%
Total S = 15.136% 13.908%

Ge



CITY OF EL PASO DE RGBLES

Naies to the Basic Financiat Batements [continuss|

Junie 30, 2006

The slans” actusiislvalue dukick differs fram fals value) grd Tunding grogress ower the three mast recenitly avalabls years issat forlk

bisldr &t thell sctivanial valligtian daia:

Linderflunded
Entny Age (O usrNced)
Astusrizl Aouial Actaarial Actuarial
Yatuation Aegat Ataueed Aenruad
Date Value Liabifity Liabifily
Misrellansais Plan 543023003 1A TIEART 205686401 1,968,044
8:36:2003 20088080 24 657,589 4572579
Bs30/2005 21,942,680 27.966.498 f.016.808
Potins Eaﬁa@ Plan WANAHDT 10830690137 1,218,082.935 134,392,798
3002002 4.424.556.6845 538392 842 §55,335.096
630U2335% 5205180378  S3RT.040,264 14771 898,480
Fire Safely Plan BI30/2003"  1,0835%0.137 1218082935 134,282,798
8302004 BR5.548 550 938,283,370 116,653 720
BA0.2005* 845 358,708 742,247,338

R AR2430

Sk e Tl S leas than 100 Ackve e mbers ital least nre Laliaion sinos Juns 300 2002, ¢ is required

‘o particpete in 7 fisk poal.

June 30, 2005 recors arc tha ietest voar avaikabis.

Unoerfundort
Oyurlunsed)
Actuarial
Lizbility as
Parzelitane of
Funded  Coverssl Coverer
. Ratio Payroll Paytoll
CTRD5N 4753706 47.4%
81.5% 5.414.685 B 4%
TRE% 8 AST.A410 084%
G9.0%  B4.098.257 730%
82 2% 578,296,454 166.85%
BA.2%  BaL147.7%8 181.4%
29.0% 184,098,257
€8.9%  5407.703
A% 18082820




CITY OF EL PASO DE ROBLES
Netes t the Pagic Financial Statemants (continued)
Junedn. 2008

PLES hag repeted that the value of the net asse's inthe Plas held for panisiun tenelits chenged as follovis during tha yeer ancled
U 30, 2005, the most recent availahle:

Hhanie GAD8S
¥ wiung Pacaieed ' .
Huar: WM:s arid Rafimds Paid {BG5, 7 4E] 228213 447,
irvestineni Ratum 2.514, 246 ZRA, A7 4?&
refars Qo and Miscellanecus Adiuslamonis ; :
Expacie: Schsardl Ve of Assets 83009
Tshie of Ansas ﬁ‘:Uiﬂa
sial Welue ol fasels BN

Sinca the Police a71 Firg plark biad less than 108 acive membens inat least oo valuaton since Juna 20,2083, I8 reguires
tepatuinale ina ose soud,

Sudited zrnal Fhancial steterments srd ten-year trend informaine fer e fisce) vear ended Juna 30, 2005 the mest recent available.
are available framePERS at [0, Box 842709, Sacramentc, (04 M22%-2702,

£ Post Employmen Benefits

Irvaddition to the panslon kevahts descrivad above, the City Coudcll has edopted resoluticns making heslth osrg hsursnce barielits
avalable for ai etired tilime City emplovess ratardisss of hargaining affiliation Ef they so deska, Prosiding health care benafits
drds rthe Cih's group heslth alanamiay provde bangfits at a substartiaily Inwer-ces: than iT e relivees curchased thele own ingividust
sengit. This obligation o ingke coverags available under the City's group besalh plan s.discentinued ot such time 28 the ratires
repCn&s age sidy:fva O tecaives heailk insurance coverags from anathar srmployer. In gccordanace with adepted wiage and henehit
agreemants, tha City contributes tows:d reliree health Insursngs premiums 4s follows: 11 Management, Palice: Fire, and SEIU
ernivyess receiveup ts 308 permenth. The City curitritations may be used 1o defray premium eost for ettter the Sy prcaided
phan{s)or cther plasssy securen by raliraa. Sach 1etiree chocsing to recaive Clty providec: hedlth cars insSUrance musl seimbutee fhe
City the full premium cast that axceett the Cily's contribution: as detaied abovs.

4

The: City cantiihudos: wwesd retinee health care insurance benelits 18 racegnized ag an eXpenditlie in thafund which paid the
airployen's wans gl the time of retiremient. For the fiseal year ended June 38, 2005, thess costs voterkz':’ 352 8565, Forfiscal yoar
2008 these posts totgled $50:209, 2004 these cosie totaled 5450094, 2003 Me totsl amaunt was $29, 800 and fiscal yvoar 2032 the
smoLnt vweas 321400, The balsnce of ihe raticas hesith care berefits is rot sécognized as ar expenditure. Favrients for hoolth
insurance premiuMs #e recoried 9% easiiables and a8 billsd fof reirohurgemaat to e rolirons. AtJdung 30, 2006, 32 retireas were
subasribing to the Che's group healthopkin.
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CITY OF EL FASO DE ROBLES
Nolss tothe Besic Financial Statamenits Toortingsdt
June 50, 2000

C. ‘sefered Compensation Plans

Cliy sreplovass maydefer a portion of thalr comyp: mwm‘lun e by spes e, oplional Chiy-sponsorsd defered compensation pins
craeglad in aceondance with Interinal Fovenuve Coe Sacinn 457, Under these plang; perlicipants are oot faxed o0 the defernsd portian
of their ompanssiicn untit distrdwed to them; d slnhuarcm may be made crly atermingtion, retirement, desth. or it Bry emergency
s dafined by the plans,

Effectiva January 1, 1998, the law goverhing defermad compangaticin plan ASSels now raduira plas asseis 1o be held for the sxclusive
henedt of plan pe mlfi Lanis and thalr henehiziarias, Sincathe assets heid underthese naw plans are notthe City's propeity.and ae
nat subject 13.Claims by general creditors of the City, shey have beer: excluded from these fin anlial slatermedls,

Inaccordanse with sdopted wage arvd berefiv agraameanis, ihe ﬁrb, rrakas centitbutions 10 optional City-sponsered daferred
cormpensaion plans for managamert. Farali managees, the Uity contributes $4.200 annualy. Inaddificn to the §4,239, tho City will
maich upta 52590 in additionat contributions for sxeculive rnﬁ'uger_«. Fer the fiscal year anded Juna 30, 2046, the sl City
contribution on behatf of el igibls empleyscs was $133.083.

L. Sactlon 125 Bangllt Plan

Tha City has & 125 banafit plan established pursusnt to Section 12507 he IRS code. Under this atan, eliglhle ermplavees may dleci 1o
coniribuite pre-mydciiars into any combination of the foliowing thee baneft cateqores:

1. Uerelmbursed Madicat Spanding Accaunt
2. DEperciant DayCare Spenting Avcount

Unidesrria gireismstances may an empioyes dirsct more $han 55,000 annualiy into the Dependant Day Care Spafiding Account and the
Unreimbursed Medial Spending Account. Al requiar fufl-ime sviployees e ployed 0na redguier and sontinuous basis. including
certaizi contractizal empleyaes, ars sligible 16 participate i this plan, Temporary and casual splgyeesare nol eligitle. The slan year
avopted by thelily legins on July 1 aind eods June 30, To-obdain reimbursement of exgenses incured within & plan vear witin the
spamiding sctountsorly ems Tor T above). employees must submit claims within 8 days of the cnd af the olon year o r saparaticn
ot sepsice from the Uity, whizhever ccocursAnst, Fungs urdlaimed a¥er 30 days of the closa af the plan ysar s than et o the
ity

E. Componzatsd Absonpos

The City's policy relating 10 compensated absences is described in Note 1, Thelong-tome potinn af{aisdaht amaunting o

$1. 73R 589 tor goverrmental poliviles and $5 76,789 Tor bugiruss-type setiviies atdure 3N, 2008, is expectad 0 We prid infutura
yearg fron Lture IesCUrae s, Sr prior yaars, eomasagaled stasncas have bean Ilquw:!ated slmarity by ¥he ganeral fund and the
proprietany funds

T



CiTY OF £ PASO DE ROBLES
fotes 1o-ihe Basic Financial Statsments {continuod)
June A3, 2035

NOTE S - NET ASSETS AND FUND BALANCES
& MebAssalz
345D Statement Me. 34 adds the soncest of Nai Assels, whichis measured on the full acerual basis, 19 he Corcapt of Fund
Balanos, wnich izmeasirad on the medified accrusl basis: I the Governmaent-wide Financial Statements, net assets are Classilied
I thea Foslimitog valeguries:

trwested lriCapital Assets. Metalt Ralated Dabt-This categoey groups all capital assets, including infrastructurs. inte one

corrponent 8 et assets. Arnusiuiatsd deprecistion and the cuistanding balances of dewt that srs ctirisutable 1 Ths
acyuislion, constrinanr, orimprovement of thess asiotd reduse this catagony

ripLsors; orlaws o
oreniabiing keglslatlan

Besiricted Not Assets - This Calagary presents extemal restrictions impased by creditirs. graa!
regulations of iher govermmenis and resiriclions impased by b dhrough constliutonsi provis:

Uprestrghed Net Assets - This catcgery raprasents the et asssts of the City, which are rint spstrictad for A ay praisct ar-cther
PUIPOSE,

H. Fund Balgnces

ln-the Funds Financial Stalemients, reserves-and Gesignations segragate podiions of fund alance shat ane eghar et availsbile arhave
been sarmarked fof spediic puroases, The various reserves and cesignalions sra established oy actions of the City Gaunall sne
Maragemeilasidosn be increased, reduced, or gfiminatad tiesimilas astions {see pages 28, 73, ang 5. As.of June 30, 2006,
issatations offund balarce are doscriked below:

i-

Apresments - Inthacasesel the Regevelopment Agency, tax IPCremant revar des are teld by the Agency il such ime
jectsare mutval, sgresd bensfitare identifed ard underaye

m-rfxmc Racelveblas - These reserves were established o f7ey) d@ m racetvabie dus by one furd loansther, While

skl b Tuliy repaid. It is not curreny availaplefor uas by the find whens the rassivalle is revorded.
=apits] Piojects - ThoSe reserves feprasent specic pojects snd programe for which se City has made a commitment
towrgrds completion thesugh Adopion of $he Cliy Budet or Capital Impriverneri Praecis Plan.




CITY OF £ PASQODEROBLES
Kotes 10 the. Basic Fnancial Statements {continue d)
e 3, FY

Lowr Incomme Howsind - Parsusnd o Salifornia Haaith and Bafery Cetde, 204 of property tax incrament received by the
Padavelopsant Sperey must be set aside and tsed aselusively for projects related Lo 1ow and sodesate income housing
plHyEIses,

Thie ity has designated fund balancasin e Funds Finariclal Sietaimers for specific ourposes.

Ao of June 30, 2004 the Measure D 30 Bonds Capital Fiowels Fund had a deficit fund halance of [$671.028), e Highway 1071746
Wast Gomniiniy Faciliwes District Fund deficl fund balance of (87.438.8611 the Redevslopraer! Agercy Dl Servize Fund defics
find biaksnos of (§5.676.688), the Transporiation Uevelopment Act Fund had a dedleil furg balance of (33560, the Landse.ape and
Lighting Distric? efeficit fund belance of (383,133 and the Al Road PAR Pund of ($7.5013)

HOTE 10 - FUNDS WITH EXPENDITURES EXCEEDING APPROFRIATONS

Thae felloing indivisiat fiind and department expanditires exceeded aporopriations during the {isesl year

#ajer Funds:
Hoghway 10135 Vet Sommutily Faciliies Distrirt Fung b 1,408,391
Bodeesbormant Agamse Daby Service Fong 183,18

Moen-Major Fluncs:

Buiiding Educaticn Funs i TENE
Lancsespeand Laablkg Dists: 508,24%
Lancfill Clegare! astolosum Special Bevenis fund - Public 'Warks 154,426
Pedayvelopmen: Agency Spetlal Revenia Fund - Comm Gsv 151 38
Cegirainily Develnpmant Special Fess 35542
Economic Incentive Fied 14,308

NOTE 11 - LITIGATION AND CONTINGENCIES

The City gatwrally fellows the practice of recerding liabilitlays smsulting from claime and legai actlsag anbewhsnthay becomefixed or
detsrinined v amount, While the City is o doferdar s 8 number of lwsuits srigirng cut of he nomal soise of busingss, their
qutzorne can. notbe predicted, I the upinicn of the-Sity Attomey: these sctions whan Erally adjudicated wil nathavd g snatstal
gdverse impact on e fingncial fasifion of e Cigw

> |
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QITY OF EL PASODE ROBLES

Netas T tha Basic Flnaacki Statemsnlz (continued)
Sl 3, 2008

NOTE 12~ PRIOR PERIOD ADJUSTMENTS

Toe prior period adjusirvents are refated 1o corrently aceaunting tor defermed ravenugs that wese praviously ecognized. The
acoounting charge is mportad i the Redeveiopment-Agency spedial ravenue fund in the amount of $.236,749,

¥

|



(THIS PAGE INTENTIONALLY LEFT BLANK)



APPENDIX C

CITY OF EL PASO DE ROBLES
RELATED FINANCIAL INFORMATION



(THIS PAGE INTENTIONALLY LEFT BLANK)



CITY OF EL PASO DE ROBLES RELATED FINANCIAL INFORMATION

The following selected financial information provides a brief overview of the City’s
finances. This financial information has been extracted from the City’s audited financial
statements and, in some cases, from unaudited information provided by the City. Excerpts from
the most recent audited financial statements of the City with an unqualified auditor’s opinion is
included as APPENDIX B hereto.

Accounting Policies and Financial Reporting

The accounts of the City are organized on the basis of funds and account groups, each of
which is considered a separate accounting entity. The three broad fund categories include
govemmental, proprietary and fiduciary funds. The operations of the different funds are
accounted for with separate sets of self-balancing accounts that comprise its assets, liabilities,
fund equity, revenues and expenditures or expenses, as appropriate. The basis of accounting for
all funds 1s more fully explained in the Notes to General Purpose Financial Statements contained
in APPENDIX B.

Budgetary Process

In fiscal year 1997-98, the City modified its budget preparation methodology and
presentation format from a single year focus to a four year financial plan. The first effective year
of the preparation and publication of the four year financial plan was fiscal year 1998-99. The
purpose of preparing a four year financial plan, rather than a single year budget, was to
accurately measure the budgetary impact of the resource allocation decisions made today against
available resources two to four years into the future. The City, much like other California cities,
found itself constantly in a reactionary mode when dealing with budget constraints which is the
nature of single year budgeting formats. It was the City’s desire to become proactive by
identifying budget constraints far enough in advance so that it might implement budgetary
adjustments without negatively impacting the delivery of municipal services to the public and
creating undue hardship and turmoil upon City staff and resources.

To further improve upon this process the City also prepares a ten year financial plan.
While ten year projections are difficult they have proven to be successful in identifying major
funding challenges.

Beginning in December/January of each year, as part of the City’s “Mid Year Budget
Report” to the City Council, the department managers prepare revenue collection estimates and
expenditure projections through June 30 for the current fiscal year. These revenue and
expenditure estimates become the basis for projecting year end fund balances and the foundation
for preparation of the four year financial plan.

In January/February, department managers, for revenues under their care and control,
estimate collections for the next four years. The Director of Administwrative Services prepares the
estimates for all other revenues. These revenue estimates are then scrutinized by the executive
management team (all department managers), an ad hoc committee appointed by the City
Council (two Council members) and, finally, by the full City Council. The revenue format in the
four year financial plan provides for the prior two years actual collections, revenue estimate
(budget) and collection projection for the current fiscal year and revenue projections for the next
four years.



For expenditures, the City utilizes a “base budget” approach wherein the four year
financial plan may only be modified by existing long term employee bargaining agreements
and/or by the submission by the executive manager of a “new and expanded services request”
and 1ts subsequent approval by the City Council. This base budget approach provides that both
the City staffs and the City Council’s attention is directed more towards the policy implications
of budget decisions and their long term impact upon the availability and/or allocation of fiscal
resources rather than short term needs and fixes. The expenditure format in the four year
financial plan provides for the prior two years actual expended, current year modified budget (as
of date of preparation) and projections for the next four years.

The Director of Administrative Services compiles these revenue and expenditure
projections into a “draft” or preliminary four year financial plan for publication and review by
mid-April. The City Council ad hoc budget committee then holds a series of budget meetings
with each executive manager and their respective staffs to discuss their needs and requests.
Following these meetings, the ad hoc budget committee formulates recommendations for full
City Council consideration The City Council then holds a number of public workshop meetings
and a public hearing, before adopting a final two year budget within the context of a four year
financial plan at its second regular meeting in June.

General Fund Financial Summary

The information contained in the following table of revenues, expenditures and changes
in fund balances has been derived from the City’s Comprehensive Annual Financial Reports for
fiscal years 2002-03 through 2005-06 and from the City’s current estimates for 2006-07.

A copy of excerpts from the City’s Comprehensive Annual Financial Report for the
twelve months ended June 30, 2006 is attached as APPENDIX B hereto.
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CITY OF EL PASO DE ROBLES
General Fund
Summary of Revenues, Expenditures and Changes in Fund Balances
Fiscal Years 2002-03 through 2005-06

2002-03 2003-04 2004-05 2005-06
Revenues:
Taxes $12,343,844 $13,632,654 $15,209,073 $17,479,251
Licenses and permits 1,403,061 1,080,724 1,505,948 1,531,411
Fines and forfeitures 191,483 281,908 271,611 307,138
Uses of money and property 1,179,782 448,593 450,082 324,292
From other agencies 1,955,107 2,555,188 2,508,435 3,040,712
Charges for current services 1,537,380 1,332,561 1,862,517 1,729,090
Other 562,717 33,506 87,384 139,968
Total Revenues 19,173,374  19356,134 21,895,050 24,551,862
Expenditures:
General government 873,820 704,506 1,610,350 119,706
Public safety 7,340,090 8,718,878 9,215472 11,351,340
Public works 2,453,620 3,130,985 2,933,501 3,744,282
Library and recreations services 4,092,245 4,150,782 3,940,208 4,118,487
Community development 1,888,685 2,068,144 2,371,025 2,569,536
Debt service 244,604 -- -- --
Capital outlay 1,165,860 534,254 985,247 2,243,642
Interest -- 26,236 72,572 83,228
Principal - 266,373 238,093 216,731
Total Expenditures 18,058,924 19,600,158 21,368,468 24,626,952
Excess revenues over (under) expenditures 1,114,450 (235,024) 528,582 (75,090)
Other financing sources (uses):
Operating transfers in 339,102 659,864 707,906 1,329,067
Operating transfers out (593.867) (512,166) (1,245,031) (2,236,555)
Capital leases -- -- 263,254 1,789,000
Total other financing sources (uses) (254,765) 147,698 (273,871) (907,488)
Net change in fund balances 859,685 (87.326) 254,711 806,422
Fund balances - July 1 8,234,466 7,448,276 7,360,950 7,615,661
Residual equity transfer (1,645.875) - - -
Fund balances - June 30 $7.448276  $7360950 $7,615.661  $8.422,083

Sources: City of El Paso de Robles Comprehensive Annual Financial Reports (2003, 2004, 2005 and 2006).
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General Fund Tax Receipts

Taxes received by the City for general fund purposes, other than Property Taxes as
discussed above, include Sales Taxes, Transient Occupancy Taxes, Business License Taxes and
Franchise Taxes. Sales Taxes and Property Taxes constitute the major sources of general fund
tax revenues.

The following table sets forth general fund tax revenues received or estimated to be
received by the City, by source:

CITY OF EL PASO DE ROBLES
General Fund Tax Revenues by Source
Fiscal Years 2001-02 through 2005-06

Fiscal Year Ending
2002 2003 2004 2005 2006
Sales Taxes"” $5,408,997  $5.821,356  $6,229.299  $5,414,506  $6,183,527
Property Taxes 2,833,986 3,267,031 3,513,445 4,076,025 4,952,372
Occupancy Taxes 1,040,692 1,123,814 1,296,972 1,446,059 1,614,347
Franchise Taxes 1,543,510 1,740,499 2,106,291 2,190,988 2,362,852
Property Transfer Taxes 159,474 168,598 239,085 340,630 332,074
Other Taxes 209.736 222.546 247562 1.740.865 2.034.079
Total $11.196,395 $12.343.844 $13.632.654 $15.209.073 $17.479.251

o Growth attributable solely to retail sales.

Sources: City of El Paso de Robles

None of the general taxes currently imposed by the City are affected by Proposition 218
or by Proposition 62. See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON
TAXES AND APPROPRIATIONS -- Proposition 218” and “Proposition 62” herein

Sales Tax

A sales tax 1s imposed on retail sales or consumption of personal property. The basic tax
rate 1s established by the State Legislature. The statewide basic tax rate is 7.25%. The State
collects and administers the tax and makes distributions on taxes collected within the City as
follows:

CITY OF EL PASO DE ROBLES
Applicable Sales Tax Rates

State 6.00%

City and County 1.00

County Transportation 0.25
Total 7.25%
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The table below shows the total of taxable transactions within the City for fiscal years
2001-2002 through 2005-2006.

CITY OF EL PASO DE ROBLES
Taxable Transactions
Fixable Years 2001-02 through 2005-06
($’s in thousands)

Fiscal Year Ending Taxable Transactions
2002 $483,068
2003 516,461
2004 557,198
2005 625,455
2006 712,114

Sources: State Board of Equalization
Long-Term Obligations

The City’s Comprehensive Annual Financial Report for the Fiscal Year Ended June 30,
2006 (see APPENDIX B hereto) in Notes to General Purpose Financial Statements (Note 6)
describes the City’s long-term obligations. Certain of the obligations described in Note 6 are not
general fund obligations of the City. These include the City’s Redevelopment Agency tax
allocation bonds, sewer revenue bonds and other enterprise fund obligations.

Excluding these obligation, and also excluding notes payable, equipment leases and
advances from other funds, the City’s general fund obligations, as of June 30, 2006 may be

summarized as follows:

Principal Balance

Type of Obligation June 30, 2006
Capital Facilities Project Certificates of Participation $4,595,000
General Obligation Bonds (Election of 1998) 31,972,970
$36,567,970

The Statement of Direct and Overlapping Debt as shown in the next section hereof
indicates City direct tax and direct general fund obligation debt in the total amount of
$34,136,715 as of May 1, 2007.

This total 1s constituted of the Certificates of Participation and the General Obligation
Bonds listed above.

Direct and Overlapping Debt

Contained within the City are overlapping local agencies providing public services which
have issued general obligation bond and other types of indebtedness. Direct and overlapping
bonded indebtedness is shown in the following table compiled by California Municipal Statistics,
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Inc. of Oakland, California. The City has not independently verified the information in the table

and makes no representations as to completeness or accuracy.

CITY OF EL PASO DE ROBLES

2006-07 Assessed Valuation: $3,204,196,909
Redevelopment Incremental Valuation: _307.740.346
Adjusted Assed Valuation: $2,896,456,563
DIRECT AND OVERLAPPING TAX AND ASSESSMENT DEBT:
City of Paso Robles

TOTAL DIRECT AND OVERLAPPING TAX AND ASSESSMENT

DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DEBT:
San Luis Obispo County Certificates of Participation
San Luis Obispo County Pension Obligations
San Luis Obispo Community College District Certificates of Participation
Paso Robles Union School District Certificates of Participation
Paso Robles Joint Unified School District Certificates of Participation
City of Paso Robles Certificates of Participation
TOTAL DIRECT AND OVERLAPPING GENERAL FUND OBLIGATION DEBT

COMBINED TOTAL DEBT

@

o Excludes refunding general obligation bonds to be sold.
2

bonded capital lease obligations.

Ratios to 2006-07 Assessed Valuation:

% Applicable Debt 5/1/07

100.00% $29.966.715"
$29.,966,715
8.524%  $3,854,127
8.524 7,544,115
8.495 1,103,501
49.718 1,111,197
60.095 471,746
100.00 4.170.000
$18,254.686

$48.221.401 @

Excludes tax and revenue anticipation notes, enterprise revenue, mortgage revenue and tax allocation bonds and non-

Direct Tax Debt ($29,966,715)........coiiiiiiieiiieeee et 0.94%

Total Direct and Overlapping Tax and Assessment Debt.................cc.oooiiiiiiiiiiiiiiiccceeeee 0.94%
Ratios to Adjusted Assessed Valuation:

Combined Direct Debt ($34,136,715) ....oooiiiiiiiieeeeeee e 1.18%

Combined Total DEDBL .........ccoooviiiiiiiiie ettt 1.66%

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/06:

Investment of City Funds

$0

Under provisions of the City’s investment policy, and in accordance with Section 53601
of the California Govemment Code, the City may invest in the following types of invessments:

- Certificates of deposit

- Repurchase agreements

- Securities of the U.S. Govemment and its agencies
- Bankers acceptances

- California Local Agency Investment Fund

- Negotiable certificates of deposit
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Investments held by the City at June 30, 2006 are as follows:

CITY OF EL PASO DE ROBLES
Investments as of June 30, 2006

Ratings as of Year End

Minimum Exempt from
Legal Rating Disclosure AAA

AA Not Rated

U.S. Agency Notes $12.721.863 N/A $12,721,863
U.S. Agency Mortgaged Backed Securities 15,401,004 N/A 15,401,004
Corporate Notes 8,273,945 A 1,425,865 $6,848,080
Certificates of Deposit 10,717,000 N/A $10,717,000
Local Agency Investment Fund (LAIF) 20,216,257 N/A $20,216,257
Held by Bond Trustee:
Money Market Funds 1.005.432 1.005.432
$68.335.501 $10.717.000 $29.548.732 $6.848.080 $21.221.689

Source: City of El Paso de Robles Comprehensive Annual Financing Report (2006)

Under the City’s invesiment policy, the City may not invest in the following:

- Reverse repurchase agreements

- Financial futures and options

- Zero coupon treasury bonds

- Small Business Administration notes

Additional information regarding the City’s investments is provided in Note 2 to the
General Purpose Financial Statements contained in APPENDIX B.

Retirement Program

The City contributes to the State of California Public Employees Retirement System

(PERS). The City’s “actuarial accrued liability”

1s a standardized disclosure measure of the

present value of pension benefits estimated to be payable in the future as a result of employee
service to date. The City’s employees participate in separate police, fire and miscellaneous (all
other) employee plans. The following table shows the City’s actuarial accrued liability
(combined employee plans) as of June 30, 2003, 2004 and 2005, respectively, and related

funding ratios.
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($°s in thousands)
Fiscal Years Ending

2003 2004 2005

Actuarial value of assets $2.186,099 $5,330,222 $5,963,459
Actuarial accrued liability 2456852 6,404,783 7,137,263
Underfunded (overfunded) Actuarial Accrued 270,754 1,074,561 1,173,804
Funded ratio 89.0% 83.2% 83.6%
Annual covered payroll $ 372951 $ 730,119 $ 784,868
Underfunded (overfunded) actuarial accrued

liability as percentage of the annual payroll of

employees covered by PERS 72.6% 147.2% 149.6%

o Latest year available

Sources: City of El Paso de Robles Comprehensive Annual Financing Report (2006).

Additional information regarding the City’s retirement program is provided in Note 8 the
to the General Purpose Financial Statements contained in APPENDIX B.

Risk Management

The City has in place a self-insurance program for workers’ compensation coverage up to
$350,000 per occurrence and for general liability coverage up to $30,000 per occurrence. Claims
in excess of these amounts are insured up to certain limits.

Additional information is provided in Note 3 to the General Purpose Financial Statements
contained in APPENDIX B.
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CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate™) 1s executed and
delivered by the City of El Paso de Robles (the “City”) in connection with the issuance of
$31,435,000 2007 General Obligation Refunding Bonds (the “Bonds™). The Bonds are being
1ssued pursuant to a Resolution adopted by the City Council on May 15, 2007. The City
covenants and agrees as follows:

SECTION 1. Purpose of the Disclosure Certificate. This Disclosure Certificate is being
executed and delivered by the City for the benefit of the Bond Owners and Beneficial Owners of
the Bonds and in order to assist the Participating Underwriter in complying with Rule 15c2-
12(b)(5) of the Securities and Exchange Commission.

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution, which
apply to any capitalized term used in this Disclosure Certificate unless otherwise defined in this
Section, the following capitalized terms shall have the following meanings:

“Annual Report” shall mean any Annual Report provided by the City pursuant to, and as
described 1n, Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Bonds (including persons
holding Bonds through nominees, depositories or other intermediaries).

“Bond Owner” or “Owners” shall mean registered owners of the Bonds.

“CPO” means the Internet-based filing system currently located at
www DisclosureUSA org., or such other similar filing system approved by the Securities and
Exchange Commission.

“Dissemination Agent” shall mean initially the City, or any successor Dissemination
Agent designated in writing by the City (which may be the City) and which has filed with the
City a written acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this Disclosure
Certificate.

“National Repository” shall mean any Nationally Recognized Municipal Securities
Information Repository for purposes of the Rule.

“Participating Underwriter” shall mean any of the original underwriters of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each National Repository and each State Repository, if any.

“Rule” shall mean Rule 15c2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from time
to time.

“State” shall mean the State of California.
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“State Repository” shall mean any public or private repository or entity designated by the
State 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 Certificate, there is no State
Repository.

SECTION 3. Provision of Annual Reports.

(a) The City shall, or shall cause the Dissemination Agent to, not later than
March 31 after the end of each fiscal year (currently June 30) after the City normally receives its
audited financial statements from its auditors, commencing with the report for Fiscal Year 2006-
2007 provide to the Participating Underwriter and to each Repository (or in lieu thereof, provide
to the CPO) an Annual Report which is consistent with the requirements of Section 4 of this
Disclosure Certificate. The Annual Report may be submitted as a single document or as separate
documents comprising a package, and may cross-reference other information as provided in
Section 4 of this Disclosure Certificate; provided that if the audited financial statements of the
City are not available by the date required above for the filing of the Annual Report, the City
shall submit the audited financial statements as soon as available. If the City’s fiscal year
changes, it shall give notice of such change in the same manner as for a Listed Event under
Section 5(c).

(b)  Not later than 15 business days prior to the date specified in subsection (a)
above for providing the Annual Report to Repositories, the City (if the Dissemination Agent is
other than the City) shall provide the Annual Report to the Dissemination Agent. If by such date,
the Dissemination Agent has not received a copy of the City’s Annual Report, the Dissemination
Agent shall contact the City to determine if the City is in compliance with the first sentence of
this subsection.

(c) If the Dissemination Agent is unable to verify that the Annual Report of
the City is available to provide to the Repositories by the date requested in subsections (a) and
(b) of this Section, the Dissemination Agent shall send a notice to the Municipal Securities
Rulemaking Board and the State Repository, if any, in substantially the form attached as
Exhibit A.

(d) The Dissemination Agent shall:

(1) 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: and

(1)  if the Dissemination Agent is other than the City, file a
report with the City certifying that the Annual Report has been provided pursuant
to this Disclosure Certificate, stating the date it was provided and listing all the
Repositories to which it was provided.

SECTION 4. Content of Annual Reports. The City’s Annual Report shall contain or
incorporate by reference the following:

(a) The audited financial statements of the City for the fiscal year most
recently ended, prepared in accordance with generally accepted accounting principles as
promulgated to apply to govemmental entities from time to time by the Govemmental



Accounting Standards Board. If the City’s audited financial statements are not available by the
time the Annual Report 1s required to be filed pursuant to Subsection 3(a) of this Certificate, the
audited financial statements shall be filed in the same manner as the Annual Report when they
become available.

(b) To the extent not included in the financial statements, the following type
of information will be provided in one or more reports:

(1) Taxable assessed values of taxable property within the
City; and

(1)  Property tax levies and collections.

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 City 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 City shall clearly identify each
such other document so included by reference.

The contents, presentation and format of the Annual Reports may be modified from time
to time as determined in the judgment of the City to conform to changes in accounting or
disclosure principles or practices and legal requirements followed by or applicable to the City or
to reflect changes in the business, structure, operations, legal form of the City or any mergers,
consolidations, acquisitions or dispositions made by or affecting the City; provided that any such
modifications shall comply with the requirements of the Rule.

SECTION 5. Reporting of Significant Events.

(a) Pursuant to the provisions of this Section 5, the City shall give, or cause to
be given, notice of the occurrence of any of the following events with respect to the Bonds, if
material:

1. principal and interest payment delinquencies;

2. non-payment related defaults;

3. modifications to rights of Bond Owners;

4. optional, contingent or unscheduled bond calls;

5. defeasances;

6. rating changes;

7 adverse tax opinions or events affecting the tax-exempt

status of the Bonds;

8. unscheduled draws on the debt service reserves, if any,
reflecting financial difficulties;



9. unscheduled draws on any credit enhancement facility
reflecting financial difficulties;

10. substitution of the provider of any credit enhancement
facility or any failure by said provider to perform on any credit enhancement
facility; and

11. release, substitution or sale of property securing repayment
of the Bonds.

(b) Whenever the City obtains knowledge of the occurrence of a Listed Event,
the City shall as soon as possible determine if such event would be material under applicable
federal securities laws.

(c) If the City determines that knowledge of the occurrence of a Listed Event
would be material under applicable federal securities laws, the City shall promptly file a notice
of such occurrence with each Repository. Notwithstanding the foregoing, notice of Listed Events
described in subsections (a)(4) and (5) need not be given under this subsection any earlier than
the notice (if any) of the underlying event 1s given to Owners of affected Bonds pursuant to the
Resolution.

SECTION 6. Termination of Reporting Obligation. The City’s obligations under this
Disclosure Certificate shall terminate upon the 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 City
shall give notice of such termination in the same manner as for a Listed Event under
Section 5(c).

SECTION 7. Dissemination Agent. The City may, from time to time, appoint or engage
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate,
and may discharge any such Agent, with or without appointing a successor Dissemination Agent.

SECTION 8. Amendment; Waiver. Notwithstanding any other provision of this
Disclosure Certificate, the City may amend or waive any provision of this Disclosure Certificate
only if:

(@) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or
5(a), 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 the type of business conducted; and

(b) The undertaking, as amended or taking into account such waiver, would,
in the opinion of nationally recognized bond counsel, have complied with the requirements of the
Rule at the time of the original issuance of the Bonds, after taking into account any amendments
or interpretations of the Rule, as well as any change in circumstances.

(c) The amendment of waiver either (1) 1s approved by the Owners of the
Bonds in the same manner as provided in the Resolution with the consent of Owners, or (i1) does
not, in the opinion of nationally recognized bond counsel, materially impair the interests of the
Owners or Beneficial Owners of the Bonds.
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In the event of any amendment or waiver of a provision of this Disclosure Certificate, the
City shall describe such amendment in the next Annual Report, and shall include, as applicable, a
narrative explanation of the reason for the amendment or waiver and its impact on the type (or in
the case of a change of accounting principles, on the presentation) of financial information or
operating data being presented by the City. In addition, if the amendment relates to the
accounting principles to be followed in preparing financial statements, (1) notice of such change
shall be given in the same manner as for a Listed Event under Section 5(c), and (i1) the Annual
Report for the year in which the change is made should present a comparison (in narrative form
and also, if feasible, in quantitative form) between the financial statements as prepared on the
basis of the new accounting principles and those prepared on the basis of the former accounting
principles.

SECTION 9. Additional Information. Nothing in this Disclosure Certificate shall be
deemed to prevent the City from disseminating any other information, using the means of
dissemination set forth in this Disclosure Certificate 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 Certificate. If the City chooses to include
any information m any Annual Report or notice of occurrence of a Listed Event in addition to
that which 1s specifically required by this Disclosure Certificate, the City shall have no
obligation under this Disclosure Certificate 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 City to comply with any provision
of this Disclosure Certificate any Owner 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 City to comply with its obligations under this Disclosure Certificate;
provided that any such action may be instituted only in Superior Court of the State of California
in and for the City or in U.S. District Court in or nearest to the City. A default under this
Disclosure Certificate shall not be deemed an Event of Default under the Resolution, and the sole
remedy under this Disclosure Certificate in the event of any failure of the City to comply with
this Disclosure Certificate shall be an action to compel performance.

SECTION 11. Duties, Immunities and Liabilities of Dissemination Agent. The
Dissemination Agent shall have only such duties as are specifically set forth in this Disclosure
Certificate, and the City agrees to indemnify and save the Dissemination Agent, its officers,
directors, employees and agents, harmless against any loss, expense and liabilities which it may
incur arising out of or in the exercise or performance of its powers and duties hereunder,
including the costs and expenses (including attorneys fees) of defending against any claim of
liability, but excluding liabilities due to the Dissemination Agent’s negligence or willful
misconduct. The obligations of the City under this Section shall survive resignation or removal
of the Dissemination Agent and payment of the Bonds.

SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to the benefit
of the City, the Dissemination Agent, the Participating Underwriter, the Owners and Beneficial
Owners from time to time of the Bonds, and shall create no rights in any other person or entity.
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SECTION 13. Governing Law. The laws of the State of California and the federal
securities laws shall govern this Certificate.

CITY OF EL PASO DE ROBLES

By:

City Treasurer and Director of
Administrative Services
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EXHIBIT A
NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT
Name of Obligated Party: City of El Paso de Robles
Name of Issue: 2007 General Obligation Refunding Bonds
Date of Issue: September 27, 2007

NOTICE IS HEREBY GIVEN that the City has not provided an Annual Report with
respect to the above-named Bonds as required by the Continuing Disclosure Certificate relating
to the Bonds. The City anticipates that the Annual Report will be filed by

Dated:

CITY OF EL PASO DE ROBLES

By: [form only: no signature required]
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BOOK-ENTRY SYSTEM

The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the City believes to be reliable, but the City takes no responsibility
for the accuracy or completeness thereof. The City cannot and does not give any assurances that
DTC, DTC Participants or DTC Indirect Participants will act in the manner described in this
Official Statement.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully
registered securities registered initially in the name of Cede & Co. (DTC’s parmnership nominee).
One fully registered Bond certificate for each maturity of each series will be issued for the Bonds
in the aggregate principal amount of each maturity of such series and will be deposited with
DTC.

DTC i1s 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 17A
of the Securities Exchange Act of 1934. DTC holds securities that its participants
(“Participants™) deposit with DTC. DTC also facilitates the settlement among Participants of
securities wransactions, such as transfers and pledges, in deposited securities through electronic
computerized book-enwy changes in Participants’ accounts, thereby eliminating the need for
physical movement of securities certificates. Direct Participants include securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is
owned by a number of its Direct Participants and by the New York Stock Exchange, Inc., the
American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Access
to the DTC system 1s also available to others such as securities brokers and dealers, banks, and
wrust companies that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants™). The rules applicable to DTC and its
Participants are on file with the Securities and Exchange Commission.

Purchases of 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 purchaser of each Bond (“Beneficial Owner”) 1s in tum to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase, but Beneficial Owners are 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 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 Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of Bonds with
DTC and their registration in the name of Cede & Co. effect no 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 Participants will remain responsible for keeping
account of their holdings on behalf of their customers.
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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 Cede & Co. If less than all of the Bonds within an
issue are being redeemed, DTC’s practice 1s to determine by lot the amount of the interest of
each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Bonds. Under its usual
procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date.
The Omnibus Proxy assigns Cede & Co. a consenting or voting rights to those Direct
Participants to whose accounts the Bonds are credited on the record date (identified in a listing
attached to the Omnibus Proxy).

Principal and interest payments on the Bonds will be made to DTC. DTC’s practice 1s to
credit Direct Participants’ accounts on a payable date in accordance with their respective
holdings shown on DTC’s records unless DTC has reason to believe that it will not receive
payment on a payment date. Payments by Participants to Beneficial Owners will be governed by
standing instructions and customary practices, as is the case with securities held for the accounts
of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, the Paying Agent, or the City, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of principal and interest to DTC is
the responsibility of the City or the Paying Agent, 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 City or the Paying Agent, or the City may
decide to discontinue use of the system of book-enwy transfers through DTC. Under such
circumstances, in the event that a successor securities depository i1s not obtained, Bond
certificates are required to be printed and delivered.
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FINANCIAL GUARANTY INSURANCE POLICY

MBIA Insurance Corporation
Armonk, New York 10504

Policy No. (NUMBER]

MBIA Insurance Corporation (the "Insurer"), in consideration of the payment of the premium and subject to the terms of this policy,
hereby unconditionally and irevocably guarantees to any owner, as hereinafter defined, of the following described obligations, the
full and complete payment required to be made by or on behalf of the Issuer to [PAYING AGENT/TRUSTEE] or its successor (the
"Paying Agent") of an amount equal to (i) the principal of (either at the stated maturity or by any advancement of maturity pursuant
to amandatory sinking find pavment) and interest on, the Obligations (as that tenn is defined below) as such pavments shall become
due but shall not be so paid (except that in the event of any acceleration of the due date of such principal by reason of mandatory or
optional redemption or acceleration resulting from default or otherwise, other than any advancement of maturity pursuant to a
mandatory sinking fund payment, the payments guaranteed hereby shall be made in such amounts and at such times as such
pavments of principal would have been due had there not been any such acceleration, unless the Insurer elects in its sole discretion, to
pay in whole or in part any principal due by reason of such acceleration); and (i1) the remmbursement of any such payment which 1s
subsequently recovered from any owner pursuant to a final judgment by a court of competent jurisdiction that such payment
constitutes an avoidable preference to such owner within the meaning of any applicable banlauptcy law. The amounts referred to in
clauses (1) and (i1) of the preceding sentence shall be referred to herem collectively as the "Insured Amownts." "Obligations" shall
mean:

[PAR]
[LEGAL NAME OF ISSUE]

Upon receipt of telephonic or telegraphic notice, such notice subsequently confinmed in writing by registered or certified mail, or
upon receipt of written notice by registered or certfied mail, by the Insurer from the Paying Agent or any owner of an Obligation the
payment of an Insured Amownt for which is then due, that such required payment has not been made, the Insurer on the due date of
such payment or within one business day after receipt of notice of such nonpayvment, whichever is later, will make a deposit of finds,
m an account with U.S. Bank Trust National Association, in New York, New York, or its successor, sufficient for the pavment of
any such Insured Amounts which are then due. Upon presentment and surrender of such Obligations or presentment of such other
proof of ownership of the Obligations, together with any appropriate mstruments of assignment to evidence the assignment of the
Insured Amounts due on the Obligations as are paid by the Insurer, and appropriate mstruments to effect the appomtment of the
Insurer as agent for such owners of the Obligations in any legal procesding related to payment of Insured Amownts on the
Obligations, such mstruments being in a form satisfactory to U.S. Bank Trust National Association, U.S. Bank Trust National
Association shall disburse to such owners, or the Paying Agent pavment of the Insured Amounts due on such Obligations, less any
amount held by the Paying Agent for the payment of such Insured Amounts and legally available therefor. This policy does not
msure agaist loss of any prepavment premiwum which may at any time be payable with respect to any Obligation.

As used heremn, the tenn "owner" shall mean the registered owner of any Obligation as indicated in the books maintained by the
Paying Agent, the Issuer, or any designee of the Issuer for such purpose. The term owner shall not include the Issuer or any party
whose agreement with the Issuer constitutes the underlymg security for the Obligations.

Any service of process on the Insurer may be made to the Insurer at it oflices located at 113 King Street, Anmonk, New York 10504
and such service of process shall be valid and binding.

This policy 1s non-cancellable for any reason. The premium on this policy is not refindable for any reason including the payment
prior to maturity of the Obligations.

In the event the Insurer were to become msolvent, any claims arising under a policy of financial guaranty insurance are excluded
from coverage by the California Insurance Guaranty Association, established pursuant to Article 14.2 (commencing with Section
1063) of Chapter 1 of Part 2 of Division 1 of the California Insurance Code.

IN WITNESS WHEREQOF, the Insurer has caused this policy to be executed in facsimile on its behalf by its duly authorized oflicers,
this [DAY] day of [MONTH, YEAR].
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