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December 29, 2014

Honorable Mayor and
Members of the City Council
City of EI Monte

11333 Valley Boulevard

El Monte, CA 91731

It is with pleasure that we submit to you a Comprehensive Annual Financial Report (CAFR) of the
City of ElI Monte for the year ended June 30, 2014. This report is prepared in accordance with
Generally Accepted Accounting Principles (GAAP) as set forth by the Governmental Accounting
Standards Board (GASB). Responsibility for both the accuracy of the presented data and the
completeness and fairness of the presentation rests with the City. These financial statements have
been designed and presented in a manner that enhances your understanding of the City's financial
position and activities.

Responsibility for both the accuracy of the data, and the completeness and fairness of the
presentation, including all disclosures, rests with management. Management of the City is
responsible for establishing and maintaining an internal control structure designed to ensure that the
assets of the City are protected from loss, theft or misuse, and to ensure that adequate accounting
data is compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles. The internal control structure is designed to provide reasonable, but
not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes that: ( 1) the cost of a control should not exceed the benefits likely to be derived; and ( 2)
the valuation of costs and benefits requires estimates and judgments by management. All
disclosures necessary to enable the reader to gain an understanding of the City's financial activities
have been included.

The City of EI Monte's financial statements have been audited by the independent certified public
accounting firm of Vasquez & Company. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the City of El Monte for the fiscal year ended
June 30, 2014 are free of material misstatements. The audit involved examining, on a test basis, the
evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and estimates made by management; and evaluating the overall
presentation of financial statements.

Vasquez & Company, the City’s auditor, have issued an unmodified, or “clean”, opinion on the City’'s
financial statements as management continued to address and improve key areas during the past
year and the Finance Department has made significant progress in its accounting processes and
procedures.

11333 VALLEY BOULEVARD, EL MONTE, CALIFORNIA 91731-3293 / (626) 580-2001 / FAX (626) 453-3612
EMAIL: citymanager@elmonteca.qgov WEBSITE: www.elmonteca.gov
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This report was prepared using Governmental Accounting Standards Board Statement No. 34
(GASB 34). The intent of GASB 34 is to present government accounting and financial reporting in a
manner closer to the private sector. GASB requires that management provide a narrative and
summary of significant financial results, which is presented in the form of the Management's
Discussion and Analysis (MD&A) section. This letter of transmittal is designed to complement the
MD&A and should be read in conjunction with it.

The CAFR is comprised of three major sections: The introductory section, the financial statements,
and the statistical section. The introductory section includes the letter of transmittal and the
organizational chart of the City and its elected officials. The financial statements comprise of the
MD&A, the government-wide financial statements (Statement of Net Assets and Statement of
Activities) and the fund financial statements (the Balance Sheets, the Statements of Revenues,
Expenditures/Expenses and Changes in Fund Balances/Net Assets). Additional details are
described in the attached Notes to the Financial Statements. This section also includes the
Independent Auditors’ Report. Finally, the Statistical Section provides financial trend information
based on the information presented in this and prior years' annual reports as well as demographic
information about the City.

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the City of EI Monte's finances and to show the City's
accountability for the money it receives. It is our opinion that the data, as presented, is accurate in all
material respects; that it is presented in a manner designed to fairly set forth the financial position
results of operations of the City as measured by the financial activity of its various funds; and that all
disclosures necessary to enable the reader to gain understanding of the City's financial affairs have
been included.

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement in Financial Reporting to the City of EI Monte for its Comprehensive
Annual Financial Report for the year ended June 30, 2013. This was the first year in many that the
City has received this prestigious award. In order to be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently organized comprehensive annual
financial report. This report must satisfy both generally accepted accounting principles and
applicable legal requirements.

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

The preparation of this report could not have been accomplished without the dedicated efforts of the
entire staff of the Finance Department of the City of EI Monte. | thank the City's independent
auditors, Vasquez & Company, for their technical assistance. | wish to express my appreciation to
the numerous City employees who assisted in gathering information for the preparation of this
report. Finally, | thank the Mayor, Council members, Assistant City Managers and Department
Directors for the unfailing patience and support.

Respectfully submitted,

Sincerely,

Raul Godinez Il
City Manager
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REPORT OF INDEPENDENT AUDITORS

The Honorable Mayor and the Members of the City Council
City of ElI Monte, California

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City
of El Monte, California (the City), as of and for the year ended June 30, 2014, and the related notes
to financial statements which collectively comprise the City's basic financial statements, as listed in
the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.



"
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of El Monte, California, as of June 30,
2014, and the respective changes in financial position, and cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 14 and budgetary comparison
information and funded status of pension and other postemployment benefit plans on pages 83
through 89 be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of EI Monte’s basic financial statements. The introductory section,
combining and individual nonmajor fund financial statements and statistical section, are presented
for purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements, budgetary comparison schedules
on pages 92 through 141, and internal service funds financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual
nonmajor fund financial statements, budgetary comparison schedules on pages 92 through 141, and
internal service funds financial statements are fairly stated in all material respects in relation to the
basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we do not express an opinion or
provide any assurance on them.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 29, 2014, on our consideration of the City of EI Monte’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City of El Monte’s internal control over financial reporting and compliance.

V"‘?‘Z*M L

Los Angeles, California
December 29, 2014
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City of EI Monte
Management’s Discussion and Analysis
Year ended June 30, 2014

This management’s discussion and analysis of the City of EI Monte (the “City”) is designed to
provide you with a narrative explanation of our financial position and results of operations over the
fiscal year ended June 30, 2014. We recommend that you read this in conjunction with additional
financial information that we have furnished in the financial statements that follow, our letter of
transmittal and the City’s annual budget in order to develop a more comprehensive perspective of
the City’s overall financial position.

We have organized our management’s discussion and analysis in the following sections:

Financial Highlights — a brief discussion of our current business

Using this Annual Report — a discussion on GASB 34 and the information contained in the
annual report

Reporting the City as a Whole — a discussion on how financial information is presented in the
government-wide financial statements and fund financial statements

Results of Operations — a discussion of our current and prior period results of operations

The City as a Whole — a discussion of our capital assets, long-term debt and governmental
funds

The City as Trustee — a discussion on our fiduciary activities

Economic Factors and Next Year's Budgets — a discussion of our general fund budget and
highlights

Unqualified Audit Opinion — a discussion of our independent auditor's audit opinion on our
financial statements

FINANCIAL HIGHLIGHTS

e The combined assets and deferred outflows of the City exceeded its liabilities and deferred
inflows for fiscal year 2013-14 by $481.8 million. The City’s total net position increased by $1.4
million over fiscal year 2012-13.

e During the year, the City had revenues that were $1.0 million greater than the $85.7 million in
expenses recorded by the City in its governmental activities.

e In fiscal year 2013-2014, the City's business-type activities (water and sewer) expenses
exceeded revenues by $390 thousand. A total of $6.0 million in expenses was recorded for the
Water and the Sewer Funds.



City of EI Monte
Management’s Discussion and Analysis
Year ended June 30, 2014

USING THIS ANNUAL REPORT

The City reports its financial statements using the Governmental Accounting Standards Board
Statement No. 34 (GASB 34). The intent of GASB 34 is to move government accounting and reporting
closer to that of the private sector and to present such information in a format which readers can more
easily assess the financial health of the City and whether its financial position is improving or
deteriorating over time.

This annual report is comprised of three major sections: the introductory section, the financial section
and the statistical section. The introductory section includes the letter of transmittal, the organizational
chart of the City and the list of City's elected officials and management. The financial section provides
the Government-wide Financial Statements, the Fund Financial Statements and the Management's
Discussion and Analysis (MD&A). Additional details are described in the Notes to the Financial
Statements. Finally, the statistical section provides financial trend information based on the information
presented in this fiscal year and prior years’ annual reports as well as demographic information about
the City.

This annual financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the City’s finances and to show the City’s accountability for the
money it receives.

REPORTING THE CITY AS A WHOLE

This discussion is intended to provide the reader with a summary perspective of the financial
operations of the City as a whole.

Government-wide Financial Statements. The government-wide financial statements are designed
to provide readers with a broad overview of the City’s finances, in a manner similar to a private-
sector business.

Statement of Net Position (Balance Sheet) presents information on all of the City’s assets, liabilities
and deferred inflows and outflows. Deferred inflows are defined as the acquisition of net assets
applicable to a future reporting period while deferred outflows are defined as the consumption of net
assets applicable to a future reporting period. The difference between net assets plus deferred
outflows less liabilities and deferred inflows is reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the City
is improving or deteriorating.

Statement of Activities (Income Statement) provides a snhapshot of the City’s annual operating
revenues and expenses and the impact of net operating income (deficit) on the Net Position of the
City. Revenues include property taxes, sales tax, transient occupancy tax, user fees, interest
income, franchise fees, state and federal grants, contributions from other agencies and other
revenues that finance the City’s activities. The Statement of Activities covers all of the current year's
revenues and expenses taken into account regardless of when cash is received or paid. Net
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position is the difference between assets plus deferred outflows and liabilities plus deferred outflows,
which is one way to measure the City’s financial health or financial position.

We separate the City’s activities into two main activities: Governmental Activities and Business-type
Activities

Governmental Activities — The majority of the City’s primary functions are reported in this category,
including: general government (city manager, city clerk, finance, etc.), public safety, parks,
recreation and cultural, public works and economic development. The financial activities of the
special revenue funds and grant programs are also incorporated into this category.

Business-type Activities — These represent the City’s two enterprise funds: the Water Fund and the
Sewer Fund. The City charges a fee to customers to cover all or most of the cost of certain services
it provides.

Following these Government-wide Financial Statements, we provide the Fund Financial Statements
that summarize the financial activity of the City’s major funds categories.

Fund Financial Statements. A fund is a separate account or grouping of related accounts, which is
used to maintain control and oversight over resources that have been segregated for specific
activities or objectives. The City, like other state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements established by State
law, bond covenants or grant/funding guidelines.

All of the City’s funds can be divided into three categories: governmental funds, proprietary funds
and fiduciary funds, which are grouped into the following major funds:

Governmental Funds
e General Fund
¢ Retirement Fund
Housing and Community Development Fund
Housing Assets Fund
Nonmajor Governmental Funds

Proprietary Funds
e Water Fund
e Sewer Fund
e Self-Insurance Fund

Fiduciary Funds
o SEIU Retiree Medical Insurance Fund
e Successor Agency to the Dissolved ElI Monte Redevelopment Agency
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Governmental Funds. The majority of the City’s basic services are reported in Governmental
Funds. Therefore, they are essentially the same functions reported as governmental activities in the
government-wide financial statements. Governmental fund financial statements provide a more
detailed view of the City’'s general government operations and the basic services it provides. They
have a near-term focus: they report how money flows in and out of each fund and the balance of
spendable resources left at the end of each fiscal year.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the City’s near-term financial
decisions.

Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures and changes in fund balances provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

Proprietary Funds. Proprietary Funds are funds that charge customers for the services that they
provide. These include the City’s business-type activities: Water Authority and the Sewer Fund, plus
the City's Internal Service Fund (i.e., Self-Insurance Funds for General Liability and Worker's
Compensation Costs). Proprietary Funds are reported on accrual basis of accounting.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the City’s own
programs. The City maintains separate funds to report the activities of the Successor Agency to the
Dissolved Redevelopment Agency, and to pay a subsidy for retiree medical insurance cost for
members of the SEIU. These assets do not belong to the City. The accounting used for fiduciary
funds is much like that used for proprietary funds.

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

RESULTS OF OPERATIONS

Statement of Net Position (Balance Sheet) - As noted earlier, net assets may serve over time as a
useful indicator of a government’s financial position. When compared to the prior year, the City's
combined balance sheet (net position) for this fiscal year increased by $1.4 million from $480.0
million to $481.8 million, as summarized in Table 1 below. This change is primarily reflected in the
cash and other (non-capital) assets which increased due to notes receivable relative to the City's
Gateway Project and advances to the Successor Agency.

The largest portion of the City’s net position at June 30, 2014 ($414 million or 86% of the total net
position) reflects its investment in capital assets (e.g., land, infrastructure, buildings, machinery and
equipment) less any related outstanding debt used to acquire those assets. The City uses these
capital assets to provide services to citizens. These assets are not available for future spending.
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ASSETS
Cash and other assets $
Capital assets net of accumulated depreciation

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Unamortized loss on defeasance of debt
Total deferred outflows of resources

LIABILITIES
Current and other liabilities
Long-term liabilities

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Total deferred inflows of resources

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total net position $

Net Position
Governmental Activities Business-type Activities Total

2014 2013 2014 2013 2014 2013
129,167 $ 119,829 11,451 $ 10,730 $ 140,618 $ 130,559
442,309 441,868 37,772 38,912 480,081 480,780
571,475 561,697 49,224 49,642 620,699 611,339
30 - 682 714 712 714

30 - 682 714 712 714
26,541 19,225 18,956 19,338 45,497 38,563
77,467 75,941 16,622 17,080 94,089 93,021
104,008 95,166 35,578 36,418 139,586 131,584
410,145 408,943 3,575 14,198 413,720 423,141
62,080 67,566 - - 62,080 67,566
(4,728) (9,978) 10,752 (260) 6,024 (10,238)
467,497 $ 466,531 $ 14,327 $ 13,938 $ 481,825 $ 480,469

Statement of Activities (Statement of Revenues, Expenses/Expenditures and Changes in Net
Position/Fund Balances) - Given the current economic climate, a review of operating income can
provide a telling picture of the City’s overall financial health. Overall, the City generated $1.4 million
more in revenues than expenses for the fiscal year 2013-14 as compared to the $3.0 million excess
of expenses over revenues in fiscal year 2012-13, as illustrated in Table 2 below.
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Governmental Activities Business-type Activities Total
2014 2013 2014 2013 2014 2013
Program revenues
Charges for services $ 6,103 $ 6,512 $ 6,579 $ 6,499 $ 12,682 $ 13,011
Operating grants and contributions 12,338 12,051 62 42 12,400 12,093
Capital grants and contributions 3,788 2,961 - - 3,788 2,961
General revenues
Taxes
Property taxes 24,510 23,682 - - 24,510 23,682
Sales taxes 22,812 21,908 - - 22,812 21,908
Franchise taxes 3,284 2,428 - - 3,284 2,428
Other taxes 10,245 9,920 - - 10,245 9,920
Motor vehicle in-lieu taxes 54 65 - - 54 65
Use of money and property 1,146 1,302 a7 43 1,193 1,345
Other revenue 1,582 597 - - 1,582 597
Net change in fair value of investments 509 (929) 509 (929)
Total 86,370 80,497 6,689 6,583 93,059 87,081
Expenses
Governmental activities
General government 22,732 20,789 - - 22,732 20,789
Public safety 35,303 33,814 - - 35,303 33,814
Community services 2,928 3,164 - - 2,928 3,164
Public works 16,274 15,097 - - 16,274 15,097
Economic development 5,679 8,240 - - 5,679 8,240
Interest on long-term debt 2,618 2,492 - - 2,618 2,492
Bond issue costs 166 - - - 166 -
Water and sewer - - 6,003 6,498 6,003 6,498
Total 85,701 83,595 6,003 6,498 91,704 90,094
Change in net position before transfers 669 (3,098) 686 85 1,355 (3,013)
Transfers in/(out) 296 200 (296) (200) - -
Change in net position 966 (2,898) 390 (115) 1,355 (3,013)
Net position, beginning as restated 466,532 469,429 13,938 14,053 480,469 483,482
Net position, ending $ 467,497 $ 466,531 $ 14,327 $ 13,938 $ 481,825 $ 480,469

A separate review of the change in net position in the governmental and business-type activities
showed the following: the business-type activities generated a marginal net operating surplus of
$390 thousand while the governmental activities had a combined $1.0 million operating surplus,
which resulted primarily from an increase in property, sales and franchise taxes compared to the
prior year.

Over time, increases or decreases in the City’s net position are an indication of whether its financial
health is improving or deteriorating. One still needs to consider other non-financial factors, such as
changes in the economy or external factors that will cause a decrease in consumer spending. From
the picture presented in these two summary tables, it appears that the City’s financial position is
stable and improving.
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THE CITY AS A WHOLE

Capital Assets

The majority of the City’s assets comprised of land and rights of way, totaling $342 million of the total
$480 million in Net Capital Assets. At the end of fiscal year 2014, the City had $480 million invested
in a broad range of capital assets.

CAPITAL ASSETS
JUNE 30, 2014
(Net of Depreciation, In Thousands)

Governmental Activities Business-type Activities Total
2014 2013 2014 2013 2014 2013

Land $ 74,443 $ 74,742 $ 311 $ 311 $ 74,754 $ 75,052
Rights-of-way 266,802 266,802 - - 266,802 266,802
Construction in progress 17,128 11,364 - - 17,128 11,364
Equipment in progress - 869 - 869
Improvement other than buildings 6,590 6,929 - - 6,590 6,929
Structures and improvements 18,919 20,493 558 572 19,477 21,065
Land and improvements - - 710 761 710 761
Furniture and equipment 3,429 3,033 864 940 4,293 3,973
Infrastructure 54,998 57,637 35,330 36,328 90,329 93,965

Totals $ 442,309 $ 441,868 $ 37,772 $ 38,912 $ 480,081 $ 480,780

Additional information on the City's Capital Assets can be found in the Note 6 of the Notes to
Financial Statements.

Long-term Debt

At year-end, the City’s combined long-term debt increased by $1.1 million to $94.0 million. The net
increase in the City’s long-term debt resulted from the following as summarized in the Table 4 below:

e $2.9 million net increase in OPEB liability and claims, compensated absence, and judgments
payable.

e $1.8 million decrease in bonded indebtedness due to principal retirements and the issuance
of the 2013 Certificates of Participation to defease the 2003 Certificates of Participation.
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City of EI Monte
Management’s Discussion and Analysis
Year ended June 30, 2014

LONG-TERM DEBT
JUNE 30, 2014
(In Thousands)

Governmental Activities Business-Type Activities Total
2014 2013 2014 2013 2014 2013

Lease revenue bonds $ 28,430 $ 28,755 $ - $ - $ 28,430 $ 28,755
Certificates of Participation 3,920 4,435 - - 3,920 4,435
Notes payable 6,843 7,399 - - 6,843 7,399
Revenue bonds - - 16,120 16,570 16,120 16,570
Lease payable 312 342 - - 312 342
OPERB liability 23,152 19,896 - - 23,152 19,896
Compensated absences 4,991 5,351 402 405 5,393 5,756
Claims and judgments 10,288 10,371 - - 10,288 10,371
Unamortized bond premium and discoount (469) (608) 100 105 (369) (503)

Totals $ 77,467 $ 75941 $ 16,622 $ 17,080 $ 94,089 $ 93,021

Four bond issues comprise the City 's long-term debt: the 2011 Lease Revenue Bond, Series 2011
(EB5 Bonds), the 2010 Lease Revenue Bonds (Recovery Zone Economic Development Bonds
(Series A) and Build America bonds (Series B), the 2006 Water Revenue Refunding Bonds and the
2013 Certificates of Participation. The City was able to materially meet all its legal debt covenants
and pay its current debt obligations in a timely manner.

Other Postemployment Benefits (OPEB) - The City currently pays the annual pay-as-you-go costs
(actual costs of bills) as opposed to the recommended Annual Required Contribution (“ARC”) of $5.0
million. GASB 45 requires the City to accrue the net difference between the ARC and the actual
amount paid for pay-as-you-go costs ($1.7 million) plus any additional amount set-aside to fund
future OPEB payments. A net amount of $3.3 million was added to the City’s Net OPEB liability,
which has now increased to $23.2 million as of June 30, 2014.

This increasing figure effectively illustrates that the City did not make progress toward paying its
unfunded actuarial liability for its OPEB costs. Like many cities, OPEB is a significant and a growing

liability, which is a challenge that the City must address in the future.

Additional information on the City’s long-term debt can be found in Note 9 of the Notes to Financial
Statements.
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City of EI Monte
Management’s Discussion and Analysis
Year ended June 30, 2014

Governmental Funds

Although the City has a number of programs and funding sources, a significant amount of attention
is focused on the City’s General Fund. The City’'s General Fund pays for the majority of the City’s
salaries and primary services, such as administration, public works, public safety, and parks and
recreation.

These basic costs and services are supplemented by various special revenue funds, which are
typically State and Federal grant programs. These include: CDBG and HOME, which pay for
community development and affordable housing programs; various transportation-specific funding
sources, such as Proposition A, C, and Measure M, as well as a number of other specific programs
(e.g., Senior Lunch, Emergency Shelter Assistance Program and CHRP).

The Fund Financial Statements, which provide greater detail about these funds/programs, follow the
Government-wide Financial Statements in the annual report. The following section summarizes the
financial activity reported in the Governmental Funds.

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

As of the end of the current fiscal year, the City’'s governmental funds reported combined ending
fund balances of $92.9 million. The City’'s governmental funds report $9.1 million and $1.4 million in
its assigned and unassigned fund balance respectively. The remainder of the fund balance is
restricted to indicate that it is not available for new spending because it has already been allocated
for special projects, capital projects or debt service or classified as non-spendable as it represents
assets that are long-term in nature and thus, do not represent available spendable resources.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the
General Fund'’s total fund balance was $35.0 million.

Unassigned Fund Balance, Cash on Hand and Working Capital — The General Fund’'s unassigned
fund balance is $3.2 million, which represents 6.03% of total General Fund expenditures of $54.4
million. The working capital balance consists of $12.9 million in cash and investments plus $13.8
million in net receivables and other current assets, less $8.2 million in current liabilities and deposits on
hand. A true measure of General Fund’s liquidity is the ending balance of cash and investments. This
amount totaled $12.9 million at the end of the fiscal year as compared to $9.9 million at the end of the
prior fiscal year (June 30, 2013). However, this amount only represents 87 days of cash on hand. The
City has a stated goal of at least $10 million in cash reserves in order to provide adequate self-liquidity
to the General Fund.
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Increases in fund balances for the general fund is a result of passage of the Measure GG sales tax
initiative while keeping tight rein on expenditures, while decreases in the retirement fund balances is
a result of revenue losses to the successor agency. The fund balances for the housing and
community development fund and the housing assets fund were consistent with those of the
previous years.

In addition to the General Fund, Governmental Activities include a number of special revenue funds
(e.g. CDBG, HOME, Measure R, etc) that have multi-year projects/funding sources. As such, these
funds may spend prior year roll-over amounts to complete a project, which requires the use of
“reserves” and an apparent operating deficit when simply taking current year revenues and
expenses into account.

THE CITY AS TRUSTEE

Reporting the City’s Fiduciary Responsibilities - The City is the trustee, or fiduciary, for certain funds
held on behalf of those entities outside of the government. The City’s fiduciary activities are reported
in a separate Statement of Fiduciary Net Assets. We exclude these activities from the City’s other
financial statements because the City cannot use these assets to finance its operations. The City is
responsible for ensuring that the assets reported in these funds are used for their intended
purposes.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS

General Fund Revenues are projected to be approximately $55.6 million in FY2014-15, an increase
of $6.5 million over the FY2013-14 budget of $49.1 million due largely to increases in Sales taxes
over Fiscal year 2014 estimates. Fiscal year 2015 budgeted expenditures also increase to
approximately $57.1 million from $56.4 million in fiscal year 2014 as the City is still recovering from
structural deficits from past financial crisis and the reallocation of personnel costs from the former
Community Redevelopment Agency. Except for slight increases in the Economic Development
function, the FY2014-15 budget is status quo with the previous year.

Other Funds estimated revenues and appropriations are anticipated to increase in fiscal year 2015
from fiscal year 2014, due to a more aggressive capital improvement program funded through
federal, state and local programs.

General Fund Budgetary Highlights

Revenues - The City received $4.6 million more in taxes as well as $1.1 million more in charges for
services, $171 thousand more for fines and forfeitures and $451 thousand for miscellaneous revenues
than budgeted due to conservative budget estimates. This is magnified somewhat by a $509 thousand
change in the fair value of investments which increased in 2013-14 due primarily to less volatility in
interest rates in the fiscal year. Overall, General Fund revenues totaled $55.6 million in fiscal year
2013-14, which is 13% higher than the original budgeted amount of $49.1 million.
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Expenses — The City reported a total of $54.4 million in General Fund expenditures for the fiscal
year, which was $2.0 million less than the budgeted amount of $56.4 million. All department
expenditures were less than budgeted with Public safety expenditures accounting for $1.7 million of
that savings.

Economic Development Initiatives - The City, through its Economic Development Department
continues to pursue a number of economic development initiatives and other new business
opportunities in order to broaden and realign the City’s economic base. The City continued the
approval process for the construction of a new Norm’s Restaurant and continues to make
commercial improvements along Valley Boulevard including the construction of the Santa Fe Trail
Plaza, a life-style retail center that will feature 110,000 square feet of nationally and regionally
branded stores and restaurants to provide grocery, soft goods, retail, and casual dining options for El
Monte residents and visitors. This project is the first newly constructed project of its kind and size in
El Monte in more than 25 years. The project is slated to open in time for the 2015 holiday season.
Additionally, work is underway at a transit oriented commercial and residential project adjacent to the
Metropolitan Transit Authority Bus Station.

UNMODIFIED AUDIT OPINION

The financial statements were audited by the independent public accounting firm of Vasquez &
Company LLP, Certified Public Accountants, whose unmodified opinion is included within this annual
report.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to:

City of El Monte
Finance Department
11333 Valley Blvd.,
El Monte, CA 91731

Telephone number: (626) 580-2023
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City of EI Monte
Statement of Net Position
June 30, 2014

Primary Government

Governmental Business-type
Activities Activities Total
ASSETS

Cash and investments 69,975,852 $ 10,132,932 $ 80,108,784
Receivables

Accounts 2,181,557 956,702 3,138,259

Taxes 2,975,056 - 2,975,056

Notes and loans, net 15,377,682 - 15,377,682

Accrued interest - other 110,423 45,496 155,919
Internal balances 90,255 (90,255) -
Prepaid costs 1,168,325 3,158 1,171,483
Due from other governments 3,241,067 - 3,241,067
Advances to Successor Agency 2,498,549 - 2,498,549
Land held for resale 1,759,645 - 1,759,645
Capital lease receivable (payable) 17,977,364 (17,977,364) -
Restricted assets:

Cash and investments with fiscal agents 11,810,727 403,422 12,214,149
Capital assets, not being depreciated 358,372,674 310,748 358,683,422
Capital assets, net of accumulated depreciation 83,936,180 37,461,715 121,397,895

Total assets 571,475,356 31,246,554 602,721,910
DEFERRED OUTFLOWS OF RESOURCES
Unamortized loss on defeasance of debt 29,826 681,734 711,560
Total deferred outflows of resources 29,826 681,734 711,560
LIABILITIES

Accounts payable 3,479,720 211,503 3,691,223
Accrued liabilities 1,972,404 - 1,972,404
Accrued interest 990,087 249,840 1,239,927
Unearned revenues 5,724 - 5,724
Deposits payable 4,494,109 517,606 5,011,715
Due to other governments 15,598,531 - 15,598,531

Noncurrent liabilities:
Due within one year 4,477,476 565,503 5,042,979
Due in more than one year 72,990,012 16,056,428 89,046,440
Total liabilities 104,008,063 17,600,880 121,608,943

DEFERRED INFLOWS OF RESOURCES - - -
NET POSITION
Net investment in capital assets 410,145,295 3,575,181 413,720,476
Restricted for:

Public works projects 16,000,750 - 16,000,750
Public safety 5,070,411 - 5,070,411
Parks, recreation and cultural 1,879,096 - 1,879,096
Community development 18,080,684 - 18,080,684
Debt service 1,826,837 - 1,826,837
Retirement 19,222,421 - 19,222,421
Unrestricted (deficit) (4,728,375) 10,752,227 6,023,852
Total net position $ 467,497,119 $ 14,327,408 $ 481,824,527

See notes to financial statements.
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City of EI Monte
Statement of Activities
Year ended June 30, 2014

Net (Expenses) Revenues and Changes in Net Position
Primary Government

Program Revenues

Charges Operating Capital
for Contributions  Contributions ~ Governmental Business-type
Expenses Services and Grants and Grants Activities Activities Total
Primary Government:
Governmental activities:
General government $ 22,732,447 $ 377,054 $ 1,490,228 $ - 8 (20,865,165) $ - $ (20,865,165)
Public safety 35,302,886 1,516,786 2,816,082 - (30,970,018) - (30,970,018)
Parks, recreation and cultural 2,928,453 505,314 591,244 - (1,831,895) - (1,831,895)
Public works 16,274,135 1,505,903 888,108 3,788,170 (10,091,954) - (10,091,954)
Economic development 5,679,490 2,198,057 6,551,875 - 3,070,442 - 3,070,442
Interest on long-term debt 2,617,503 - - - (2,617,503) - (2,617,503)
Bond issue costs 166,147 - - - (166,147) - (166,147)
Total governmental activities 85,701,061 6,103,114 12,337,537 3,788,170 (63,472,240) - (63,472,240)
Business-type activities:
Water and Sewer Funds 6,003,145 6,579,007 62,487 - - 638,349 638,349
Total business-type activities 6,003,145 6,579,007 62,487 - - 638,349 638,349
Total primary government $ 91,704,206 $ 12,682,121 $ 12,400,024 $ 3,788,170 (63,472,240) 638,349 (62,833,891)
General revenues
Taxes:
Property taxes levied for general purposes 24,509,692 - 24,509,692
Transient occupancy taxes 318,023 - 318,023
Sales taxes 22,812,015 - 22,812,015
Franchise taxes 3,284,097 - 3,284,097
Business license taxes 2,183,836 - 2,183,836
Utility users taxes 7,134,428 - 7,134,428
Other taxes 608,814 - 608,814
Motor vehicle in lieu - unrestricted 53,652 - 53,652
Use of money and property 1,146,044 47,440 1,193,484
Other revenue 1,581,528 - 1,581,528
Net change in fair value of investments 509,360 - 509,360
Transfers in/out 296,273 (296,273) -
Total general revenues 64,437,762 (248,833) 64,188,929
Net change in net position 965,522 389,516 1,355,038
Net position - beginning of year, as restated 466,531,597 13,937,892 480,469,489
Net position - end of year $ 467,497,119 $ 14,327,408 $ 481,824,527

See notes to financial statements.
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City of EI Monte
Governmental Funds
Balance Sheet

June 30, 2014

Special Revenue Funds

Housing and Nonmajor
Community Housing Governmental
General Retirement Development Assets Funds Total
ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
Assets:
Cash and investments $ 12,877,981 $ 20,074,230 $ 2,666,160 $ 193,475 $ 24,907,036 $ 60,718,882
Receivables:
Accounts 1,874,908 15,310 (4,645) 3,332 292,652 2,181,557
Taxes 2,828,842 120,285 - - 25,929 2,975,056
Notes and loans, net 4,946,542 - 13,116,115 1,308,200 2,607,946 21,978,803
Accrued interest 110,423 - - - - 110,423
Prepaid items 1,113,714 - - - 54,611 1,168,325
Due from other governments - - 289,030 - 2,952,037 3,241,067
Due from other funds 2,903,268 - - - - 2,903,268
Advances to other funds 300,000 - - - - 300,000
Advances to Successor Agency 2,498,549 - - - - 2,498,549
Land held for resale - - 420,000 1,339,645 - 1,759,645
Capital lease receivable 17,977,364 - - - - 17,977,364
Restricted assets:
Cash and investments with fiscal agents 501,994 - - 1,982,072 9,326,661 11,810,727
Total assets 47,933,585 20,209,825 16,486,660 $ 4,826,724 40,166,872 129,623,666

Deferred outflows of resources - - - - - -
Total assets and deferred outflows of resources $ 47,933,585 $ 20,209,825 $ 16,486,660 $ 4,826,724 $ 40,166,872 $ 129,623,666

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Liabilities:
Accounts payable $ 1,963,042 $ 405,344 142,451 -8 964,633 $ 3,4