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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Lake Shastina Community Services District
Weed, California

We have audited the accompanying financial statements of the governmental activities of Lake Shastina
Community Services District as of and for the year ended June 30, 2013, and the related notes to the
financial statements, which collectively comprise the District'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 the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the 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 State Controller's Minimum Audit Requirements for California Special Districts. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstaternent.

Aun 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 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 financial statement 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.



Opinions

In our opinion, based on our audit, the financial statements referred to above present fairly, in ail
material respects, the financial position of the governmental activities of Lake Shastina Community
Services District as of June 30, 2013, and the changes in financial position thereof, for the year then
ended in accordance with accounting principles generally accepted in the United States of America as
well as accounting systems prescribed by the State Controller’s Office and state regulations governing
special districts.

Accounting principles in the United States of America require that the management’s discussion and
analysis, the schedule of funding progress for retirement plan, and the budgetary comparison information
as listed in the table of contents, be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Government
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statement 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.
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MANAGEMENT"S DISCUSSION AND ANALYSIS

This discussion and analysis is intended to be a summarized analysis and interpretation of the
Lake Shastina Community Services District’s financial activities for the year ended June 30,
2013. An independent public accountant has andited the accompanying District financial
statements, and the opinion is included in the accompanying independent auditors report. An
independent audit not only provides for the confidence of the public at large regarding the on-
going financial operations of the District, but also allows the District’s management team to
compare its financial operation with recognized standards, and develop useful data for evaluation

of the District’s policies and operations.

Overview of the Financial Statements

The District, like other state and local governments, uses fund accounting to ensure and
demonsirate compliance with finance related legal requirements. Specifically, the District uses a
special revenue governmental fund type to account for its financial activities. Unlike the District-
wide financial statements, the District’s fund financial statements (Balance Sheet and Statement
of Revenues, Expenditure and Change in Fund Balance) focus on the near-term inflow and
outflow of spendable resources, as well as on balances of spendable resources available at the

end of the fiscal year.

The District-wide and fund financial statements should not be considered without factoring in the
financial statement notes and required supplementary information which provide additional
information that is essential to a full understanding of the data provided in the District’s financial

statements.

Financial Analysis of the Fund Financial Statements- Governmental Funds

In FY 12/13, the District received revenues of $660,372 for the General, Police and Fire Funds,
and expended $592,305. The net result was revenues over expenditures of $68,067.

The Public Safety Police Division upgraded a computer and shredder in the office. California
State grant assistance via the COPS program provided $136,738 of assistance, of which
$100,000 was received in cash awards and $36,738 was applied to the current year from cash
awards received but not spent in earlier years. This program partially covers one officer and one
community services person and it’s continuation into future years is essential to the operations of
the Public Safety Police Division. The division shows a net result of revenues over expenditures
of $29,562, which include the $36,738 received in prior years, but recognized in the current year.

e



The Public Safety Fire Division purchased new handheld radios from savings and new LED
firefighting flashlights from a specific donation to assist during structure fires. No major vehicle
purchases were made this year. The Public Safety Department was created to streamline
operational costs. Efforts are ongoing to economize efficiencies in these areas. All staffing in the
department is by volunteers except the Chief of Public Safety and a limited part time Fire

Captain.

There is no long term debt in the Public Safety Police and Fire Divisions, but there is a long term
debt of $534,177 to DECO from the General fund which is payment for the Medical Center
Building on District property. A balloon payment of $500,000 is due in 2014. The District also
has an option to spread this debt over another fifteen years for payment. Payment to the General
Fund is via rental payments from Dignity Health, dba Mercy Medical Center Mt. Shasta, which
currently covers the District’s payments ta DECO.

The District will continue to be faced with challenges in coming years related to increased costs
for services by the Department of Public Safety. Revenues are currently a fixed set fee to
property owners and can only be changed by vote.

The CSD staff (public works and administrative) working jointly with the LSPOA has greatly
enhanced the workability of both the District and the Property Owners Association. In recent
years, management has gone to more temporary workers being hired to help with the seasonai
LSPOA work, leaving more time for permanent siaff to work on CSD issues. This has resulted in

benefits to both entities.

Financial Analysis of the Fund Financial Statements- Enterprise Funds

In FY 12/13, the District received service revenues of $1,044,230 and $6,510 in interest income
for the Sewer and Water Enterprise Funds, and expended $777,878 not including depreciation.
The net result was revenues over expenditures of $272,862, which was added to savings for both

funds.

The Sewer fund took on new long term debt of $600,000 in the 2010/11 FY to expand the
wastewater treatment plant. Payment on the loan is $61,026 per year, principle and interest. The
term of the debt is 15 years. The big challenge in future years is the continued maintenance and
improvements on the twenty sewer pump stations in the District, and the financial needs
associated with that effort, as well ag continued escalation of costs associated with wastewaster

treatment.

The Water fund has no long term debt currently, Upgrades continue on the existing wells and
associated lines, valves, fire hydrants and booster pumps primarily using water revenues from
customers, with savings used for major upgrades or improvements. Plans were prepared for
future well improvements in the District. Continued increases in electrical rates mean higher
operating costs in the future for the water system,



Cash and cash equivalents at the end of the year are §349,972 for the Sewer Fund and
$1,744,905 for the Water Fund, The decreased balance in the Sewer Fund is a result of the
District’s expenditures on upgrades and new additional State requirements at the sewer ponds
and/or upgrades to sewer pump stations. Unfortunately, the stowing of the economy and housing
starls has meant that the District has seen little payback for installed sewer extensions done

during the 1990°s and early 2000’s.

Financial Highlights

< Completion of power to sewer ponds at treatment facility and other upgrades regarding
the State.

% Upgrades to four Sewer Lift Stations with electronics and mechanical upgrades.

% Researched well development at Well site off Big Spring Road and Lake Shore Drive.

% New computer and shredder purchased for the DPS Police Division.

%+ New handheld radios and LED flashlights purchased for the DPS Fire Division.

% Two new computers and printer purchased for Administration.

+ New server installation for CSD.

The configuration of the Lake Shastina Community Services District as a “Special District™
under California law has allowed this organization to be successfully managed, especially in
these trying economic times, Lake Shastina CSD survives today as a healthy special district;
however, serious reduction in services may occur if Police and Fire fees are not increased.

In light of the dynamic economic times we are experiencing, continued detailed management
oversight along with commumty support, will allow the District to progress forward.

General Manager
Lake Shastina Community Services District



LAKE SHASTINA COMMUNITY SERVICES DISTRICT

Statement of Net Position
June 30, 2013
Business-
Governmental Type
Activities Activities Total
ASSETS
Current assets:
Cash and investraents (Note 2) i 680,277 3 2,094 877 b 2,775,154
Assessments and accounts receivable (Note 3) 54,103 43,280 07,475
Unbilled services receivable - 212,023 212,023
Tax roll receivable 85,779 79.876 165,855
Grant receivable 26,163 - 26,163
Prepaid expense 15,385 12,313 27,698
Inventory of supplies (Note 1 E) - 17.229 17.229
Total current assets 861,799 2.459.598 3.321.397
Capital assets:
Non depreciable 37,506 33,164 70,670
Depreciable, net of aceumulated depreciation
of $1,262,490 and $3,951,977 950,038 4.643.321 5.593.359
Capital assets, net (Note 4) 887.544 4.676.485 5.664.029
Total assets 1,849,343 7,136,083 8,585,426
DEFERRED OUTFLOWS OF RESOURCES - - -
Assets and Deferred Cuiflows of Resources . 1840343 § 7136083 B .. 8985426
LIABILITIES
Current Liabilities:
Accounts payable 17,074 27,211 44,285
Compensated absences (Note 7) 20,630 44,950 65,580
Deferred lease payable (Note 5) 83,300 - 83,300
Deferred grant revenue 6,338 - 6,338
Current portion of long-term debt (Note 5) - 298,760 29,760
Capital lease, due within one year (Note 5) 16.405 - 16403
Total current liabilities 143,747 101,921 245,668
Noncurrent Liabilities;
Capital leaze due in more than one year (Note 5) 517,772 - 517,772
L.ong-term capital loan (Note 5) - 503.045 503.045
Total liabilities 661,519 604,966 1,266,485
DEFERRED INFLOWS OF RESOURCES - - -
NET POSITION
Invested in capital assets, net of relaied debt 370,067 4,143,680 4,513,747
Restricted:
Debt service 617,477 532,805 1,150,282
Unrestricted 200.280 1,854,632 2.054.912
Total net position 1.187.824 6,531,117 7.718.941
Liahilities, Deferred Inflows of Resources
and Net Position b 1.849343 § 7136083 § §,.985.426

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Siatement of Activities
For The Year Ended June 30, 2013

Net (Expense) Revenues and

Propram Revenues Changes in Net Assets
Operating Capital
Charges for Grants and Grants and Governmental Business-
Expenses Services Contributions Contributions Activities Tvpe Activities Total
FUNCTIONS/PROGRAMS

Governmenial activities:

General government $ 114,445 % - ¥ - 3 - 8 (114,445} § . (114,445)

Police 404,326 266,741 136,738 - (857) - (857)

Tire 130.606 122.787 - - (7.819) - (7.819)

Total governmental activities 649.377 389 528 136.738 - (123311 - (123.111)
Business-type activities:

Sewer 570,267 348,379 - - - (21,888) (21,888)

Water 468.475 495851 - - - 27.376 27.376

Total business-type activities 1,038,742 1,044,230 - - - 5.488 5.488

Total 3 688,119 5 1433758 § 136,738 & - 8 (123111 % 5488 % {117.623)

General revenues:

Interest and investment earnings 1,924 6,510 8,434

Rental income 93,358 - 95,358

Other income 28.625 - 28.625

Total general revenues 125,907 6.510 132,417

Gain (loss) on sale of capital assets 8.200 - 8.200

Totel Revenues 134.107 6.310 140.617

Increase (decrease)} in net position 10,996 11,998 22,994

Net position — beginning of year 1.176.828 6.319.11% 7,695.947

Net position — end of year b 1187824 3 6331117 & ___ 7718094}

The accompanying notes are an inlegral part of these financial statements.



LARE SHASTINA COMMUNITY SERVICES DISTRICT

Balance Sheet-Governmental Funds and

Reconciliation of Total Governmental Fund Balances to the
Government-wide Statement of Net Position-Governmental Activities

June 30, 2013
General Police Fire
Fund Funds Fund Total
ASSETS
Cash and cash equivalents $ 3187208 §% 201,943 8 160,036 8 680,277
Assessments and accounts receivable - 38,220 15,975 54,195
Tax roll receivable - 61,489 24,290 83,779
Grant receivable - 26,163 26,163
Prepaid expense 8.737 6,237 411 15.385
Total assets 327,035 334,042 200,712 861,799
DEFERRED QUTFLOWS OF RESQURCES - - - -
Assets and Deferred Ouifiows
of Resources § 327035 § 334052 S 200,712 5. 861,799
LIABILITIES
Accounts payable 3 9.690 § 5158 % 2,226 § 17,074
Deferred revenue - 6,338 - 6,338
Compensated absences (Note 7) - 20,630 - 20,630
Deferred lease payable 83.300 - - 83.300
T'otal liabilities 92,990 32,126 2,226 127,342
DEFERRED INFLOWS QF RESOURCES - - - -
FUND BALANCE
Committed - fire equipment - - 83,805 83,805
Assigned - police - 301,926 - 301,926
Assigned - fire - - 114,681 4,681
Unassigned - general 234,045 - - 234.045
Total fund balances 234.045 301.926 198.486 734 457
Liabilities, Deferred Inflows of
Resources and Fund Balance g 327035 § 334052 § 260712 % 861.799
Total Government Fund Balances 3 734,457
Amounts reporied for governmental activities
in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. 987,544
Long-term liabilities are not due and payabie in the
current pertod and therefore, are not repotted in the funds. (534.177)
Net Position of Governmental Activities $_ 1.187.824

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Statement of Revenues, Expenditures and Changes in Fund Balances-Governmental Funds
For The Year Ended June 30, 2013

_Geperal Fund _ Police Funds Fire Fund Total
REVENUES
Special tax assessments $ - 5 266,741 8 122,787 % 389,528
Federal and state grants - * 136,738 - 136,738
Other operating revenues 4,686 11,325 7,589 23,600
Interest 767 673 484 1,924
Rents - building 79,200 - - 79,200
Rents - antenna 16,158 - - 16,158
Other non-operating revenues - 5,060 24 5,024
Gains (losses) on sale of capital assets - £.200 - 8.200
Total revenues 100.811 438 677 130.884 660.372
EXPENDITURES
Advertising - 1,437 - 1,437
Animal control - 335 - 335
Auditing - 2,800 2,800 5,600
Contingency - - 1,500 1,500
Contract services - 2,900 1,232 4,132
Dues and subscriptions - 2,741 1,667 4,408
Events - 3,595 81 3,676
Fuel and vehicle maintenance - 16,483 7,233 23,716
Insurance - 10,093 6,609 16,762
Legal - 421 - 421
License and permits - - 264 264
Meals - 273 366 639
Office Supplies - 4,147 641 5.388
Labor - 308,571 45,203 353,864
Repairs and mainienance - 997 3,768 4,765
Supplies and small tools - 1,222 1,385 2,607
Travel and training - 196 461 657
Utilities - 10,227 5,784 16,011
Uniforims - 936 2,322 3,258
Administrative overhead - 19,208 19,208 38,416
Capital ouflay 20,116 1,638 1,000 22,754
Debt service:
Principal on capital lease { Note 5) - 9.613 - 9.613
Interest on capital lease - 682 - 682
Deferred lease payments (Note 5) 71.400 - - 71.400
Total expenditures 91.516 399.115 101.674 592.305
Excess of revenues over (under) expenditures 9,283 * 29,562 29,210 68,067
FUND BALANCES
Beginning of the year 2257258 271,856 169,276 666,390
Funds transfer {508) 508 - -
End of the year A 234045 § 301926 3 [98.486 & 734,457

See accompanying notes. % Note from GM: A one time grant revenue of
-10- $36,738 was unexpected and was left over
from a previous year. If this revenue is
deducted, the bottom line changes to a deficit
of <$7,176> for 2012/13 Police
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LAIKE SHASTINA COMMUNITY SERVICES DISTRICT
Reconciliation of Statement of Revenues, Expenditures and Changes in Fund Balances-Governmental Funds
to the Government-wide Statement of Activities-Governmental Activities
For the Year Ended June 30, 2013

Net Changes in Fund Balances-Total Governmental Funds 3 68,007

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

Governmental funds report capital outlays as expenditures. However, in the

Statement of Activities, the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is the amount

by which depreciation expense ($90,121) exceeds capital outlays (522,755)

in the current period, (67,366)
Governmental fands report repayment of capital lease obligations as an

expenditure, but the repayment reduces long-term liabilities in the

Statement of Net Assets and does not affect the Statement of Activities. 10,295
Changes in Net Position of Governmental Activities p 10.9%6

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT

Statement of Net Position-Proprictary Funds

Liabilities, Deferred Inflows of Resources
and Net Position

June 30, 2013
Enterprise Funds
Sewer Water Total
ASSETS
Current assets:
Cash and investments (Note 2) $ 349972 §  1,744905 § 2,094,877
Assessments and accounts receivable (Note 3) 15,434 27,846 43,280
Unbilled services receivable 119270 92,753 212,023
Tax roll receivable 35,989 43,887 79,876
Prepaid expense 12,251 62 12,313
Inventory of supplies (Note 1 E) 6.006 11.223 17.22%
Total current assets 538922 1.920.676 2.459.598
Capital assets:
Non depreciable 5,297 27,867 33,164
Depreciable, net of accumulated depreciation
of $2,812,853 and $1,139,124 (Noie 4) 3,519,152 1.124.169 4,643,321
Capital assets, net of accumnlated depreciation 3.524,449 1,152,036 4.676.485
Total assets 4,063,371 3,072,712 7,136,083
DEFERRED OUTFLOWS OF RESOURCES - - -
Assets and Deferred Qutflows of Resources § 4063371 §. 3072712 § 7136083
LIABILITIES
Current Liabilities:
Accounts payable 7,463 19,748 27.211
Compensated absences (Note 7) 44,950 - 44,950
Current portion of long-term debt (Note 5) 29,760 - 28,760
Total current liabilities and total liabilities 82.173 19,748 101.921
Noncurrent Liabilities:
Capital loan payable in more than one year (Note 5) 503.045 - 503.045
Total liabilities 585,218 19,748 604,966
DEFERRED INFLOWS OF RESOURCES - - -
NET POSITION
Invested in capital assets, net of related debt 2,991,644 1,152,036 4,143,680
Restricted:
Debt service 332,805 - 532,805
Unrestricted {46.296) 1.900.928 1.854.632
Total Net Position 3,478,153 3,052,964 6,531,117

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT

OPERATING REVENUES
Charges for services

Total revenues

OPERATING EXPENSES
Auditing
Contract Services
Depreciation
Dues and subscriptions

Fuel and vehicle maintenance

Insurance

Licenses and permits

Miscellaneous

Labor

Repairs and Maintenance

Small toois and supplies

Travel and training

Utilities

Uniforms

Administrative overhead
Totial operating expenses

Operating gain (loss)

NONOPERATING REVENUES AND {EXPENSES)

Interest
Interest expense

Total non-operating revenues (Josses)

Increase (decrease) in net assets

NET ASSETS

Beginning of the year
End of the vear

Statement of Activities-Proprietary Funds
For The Year Ended June 30, 2013

Enterprise Funds

Sewer Water Total
b 548379 § 495 851 § 1.044.230
548.379 495 851 1.044.230
2,800 2,800 5,600
2210 8,760 10,970
151,786 109,078 260,864
549 1,202 1,751
14,649 9,190 23,839
21,514 23,250 44,764
3,838 7,513 11,351
154 857 1,011
175,434 00,069 265,303
32,759 11,702 44,461
4283 1,367 5.650
330 53 383
25,294 100,927 126,221
864 864 1,728
100.843 100.843 201.686
537.307 468.475 1.005.782
11,072 27,376 38,448
1,091 5419 6,510
(32.960) - (32.960)
{31.869) 5419 {26.450)
(20,797) 32,795 11,998
3.498 950 3.020.169 6.519.119
$ 3478153 5 _ 3.052.964 6,531,117

See accompanying notes.
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LAICE SHASTINA COMMUNITY SERVICES DISTRICT

Statement of Cash Flows-Propriety Funds

For the Year Ended June 30, 2013

Cash Flows From Qperating Activities
Receipts from customers b
Payments to suppliers
Payments to employees

Net Cash provided (used) by operating activities

Cash Flows (Used) By Capital and Related Financing Activities

Purchase of property, plant and equipment
Payment on long-term debt
Interest on long-term debt

Total cash flows provided (used) by

capital and financing activities

Cash Flows Provided By Investing Activities

Interest received

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year i

Enterprise Funds

Sewer Water Total
528268 % 478,754 % 1,007,022
(244,208) (265,901) (510,109
(175.434) {20.069) (265.503)
108.626 122,784 231.410
(67,828) (38,188) (106,016)
(28,065) - (28,065)
(32.960) - {32.960)
{128.839 (38.188) {167.041)
1.091 5,419 6.510
(19,136) 90,015 70,875
369.108 1.654.890 2.023.998
349972 8 1,744905 § 2.004 877

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Statement of Cash Flows-Propriety Funds (Continued)

For The Year Ended June 30, 2013

Reconciliation of Operating Income (Loss) to Net Cash Provided

by Operating Activities
Operating gain (loss)
Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Depreciation
{Increase) decrease in:
Accounts receivable
Unbilled services receivable
Tax roll receivable
Prepaid expense
Inventory

Increase (decrease) in:
Accounts payable

Compensated absences

Net cash provided {used) by operating activities

$ 11,072 § 27376 § 38,448
151,786 109,078 260,864

(174) (4,531) (4,705)

(11,029) (5,033) (16,062)
(8,908) (7,533) (16,441}
(12,251) (62) (12,313)
(1,197) (479) (1,676)
(27,466) 3,968 (23,498)

6.793 - 6.793

$ 108626 B 122784 3 231,410

See accompanying notes..
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 1. Summary of Significant Accounfing Policies

A, Nature of Operations and Reporting Entity:

Lake Shastina Community Services District (“District™) is a legal subdivision of the state of California,
similar to counties and cities, and is governed by Section 61000 through Section 61934 of the California
Government Code. While a2 comrunity services district is similar to counties and cities, one district
power not generally available to a community services district is land use planning. The District provides
residents with police and fire protection, and provides water and wastewater collection and treatment.

The basic financial statements of Lake Shastina Community Services District have been prepared in
conformity with generally accepted accounting principles (GAAP) generally accepted in the United States
of America. The District’s reporting entity applies all relevant Governmental Accounting Standards
Board (GASB) pronouncements. The sewer and water funds (enterprise/proprietary fund types) apply
Financial Accounting Standards Board (FASB) pronouncements and Accounting Principles Board (APB)
Opinions issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements, in which case, GASB prevails.

The District reports related organizations under the guidance of Statement No. 14 of the Governmental
Accounting Standards Board. Statement No. 14 defines the primary government, and establishes the
criteria for which potential component units are included in the reporting entity. Statement No. 14 defines
financial accountability of the primary government as being determined on the basis of fiscal dependency,
appointment of a voting majority of a governing board, ability to impose its will or potential for the
organization to provide specific financial benefits to, or impose specific financial burdens on, the primary
government.

The accompanying basic financial statements include only the operations of the District, since
management has determined that there are no other organizations that meet the criteria for inclusion in the
reporting entity of the District.

B. Basis of Presentation:

Government-wide Financial Statements:

The statement of net position and statement of activities include the financial activities of the overall
government, except for fiduciary activities. Eliminations have been made to minimize the double
counting of internal activities. These statements distinguish between the governmental and business-type
activities of the District. Governmental activities (such as police and fire) are reported separately from
the business-type activities (such as sewer and water).
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30,2013

Note 1. Summary of Sigpificant Accounting Policies (continued)

The statement of activities presents a comparison between direct expenses and program revenues for each
different identifiable activity of the District’s business-type activities and for each function of the
District’s governmental activities. Direct expenses are those that are specifically associated with a
program or function and therefore are clearly identifiable to a particular function. Program revenues
include charges paid by recipients of goods and services offered by the program, and grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program.
Revenues that are not classified as program revenues are presented instead as general revenues,

When both restricted and unrestricted resources are available for use, restricted resources are depleted
first before the unrestricted resources are used.

Fund Financial Statements:

Fund financial statements of the District are organized into funds, each of which is considered to be a
separate account entity. Each fund is accounted for by providing a separate set of self-balancing accounts
that constitute its assets, liabilities, fund equity, revenues, and expenditures/expenses. Funds are
organized into three major categories: governmental, proprietary, and fiduciary. An emphasis is placed
on major funds within the governmental and proprietary categories. A fund is considered major if it is the
primary operating fund of the District or meets the following criteria:

Total assets, labilities, revenues or expenditures/expenses of that individual governmental or enterprise fund are
at least 10 percent of the corresponding total for all funds of that category type; and

Total assets, liabilities revenues, or expenditures/expenses for the individual governmental or enterprise fund are
at least 5 percent of the line corresponding total for all governmental and enterprise funds combined,

The funds of the District are described below:

Major Governmental Funds;
The General Fund is the general operating fund of the District. It is used to account for all financial
resources except those required to be accounted for in another fund.

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally

restricted fo expenditures for specific purposes. The District has two special revenue funds; the police
fund and the fire fund.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 1. Summary of Sigmificant Accounting Policies (continued)

Major Proprietary Funds:

The Enterprise Funds (sewer and water) are used to account for operations that are financed and operated
in a manner similar to a private business enterprise where the intent of the governing body is that the costs
{expenses) of providing goods or services to the general public on a continuing basis be financed or
recovered primarily through user charges, or where the goverming body has decided that periodic
determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management conirol, accountability, or other purposes. In addition, operating
revenues and expenses are distingnished from non-operating items.

The District has elected to report all of the above as major funds, and therefore it has no non-major funds.

C. Measurement Focus and Basis of Accounting:

Measurement focus is a term used to describe “which™ transactions are recorded within the various
financial statements. Basis of accounting refers to “when” iransactions are recorded regardless of the
measurement focus applied.

Measurement Focus:
In the government-wide statements, both governmental and business-type activities are presented using
the economic resources measurement focus as defined below.

In the fund financial statements, the current financial resources measurement focus or the economic
resources measurement focus is used as appropriate:

All governmental funds utilize a current financial resources measurement focus. Only current financial
assets and liabilities are generally included on their balance sheets. Their operating statements present
resources and uses of available spendable financial resources during a given period. These funds use
fund balance as their measure of available spendable financial resources at the end of the year.

All proprietary (enterprise) funds utilize an economic resources measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net assets
(or cost recover), financial position, and cash flows. All assets and liabilities (whether current or
noncurrent) associated with their activities are reported. Proprietary fund equity is classified as a net
position.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
MNotes 1o the Financial Statements
June 30, 2013

Note 1, Summary of Sionificant Accounting Policies (continued)

Basis of Accounting:

In the government-wide statements, both governmental and business-type activities are presented using
the accrual basis of accounting. Under the accrual basis of accounting, revenues are recognized when
earned and expenses are recorded when the liability is incurred or economic asset used. Revenues,
expenses, gains, losses, assets, and liabilities resulting from exchange and exchange-like transactions are
recognized when the exchange takes place.

In the fund financial statements, governmental and agency funds are presented on the modified accrual
basis of accouniing. Under the modified accrual basis of accounting, revenues are recognized when
measureable and available. Measureable means knowing or being able to reasonably estimate the
amount. Available means collectible within the current period or within 60 days after year-end.
Expenditures (including capital outlays) are recorded when the related fund liability is incurred

All proprietary funds utilize the accrual basis of accounting, as described above.

. Cash and Cash Equivalents

For purposes of the statement of cash flows, the District considers all highly liquid investments with a
maturity at the date of purchase of three months or less and all local government investment pools to be
cash equivalents, as well as cash on hand and demand deposits.

E. Inventory of Supplies

The inventory of supplies is valued at cost and is determined on a first-in, first-out basis, which
approximates market.

F. Capital Agsets

The accounting treatment of property, plant and equipment (capital assets) depends on whether the assets
are used in governmental fund operations or proprietary fund operations and whether they are reported in
the government-wide or fund financial statements.

In the government-wide financial statements, property, plant and equipment are accounted for as capital
assets. All capital assets are valued as historical cost, or estimated historical cost if actual historical cost is
not available, except donated capital assets are recorded at their estimated fair market value at the date of
donation. The District capitalizes those items that have an initial cost of $1,000 or more.



LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 1. Summary of Significant Accounting Policies (continued)

F. Capital Assets (continued)

The cost of normal maintenance and repairs that do not add to the value or materially extend the useful
life of the asset are not capitalized. Major outlays for capital assets and improvements are capitalized as
projects are constructed.

Depreciation of all exhaustible capital assets is recorded as an allocated expense in the Statement of
Activities, with accumulated depreciation reflected in the Statement of Net Position. Depreciation is
provided over the assets’ estimated useful lives using the straight-line method of depreciation. The range
of estimated useful lives by type of assets is as follows:

Subsurface sewer lines 40 to 50 years
Sewage collection facilities 10 to 40 years
Sewage disposal facilities 40 years
Water system 5 to 35 years
Buildings 20 to 40 years
Equipment 5 to 12 years
Vehicles 2 to 10 years

In the fund financial statements, capital assets used in governmental fund operations are accounted for as
capital outlay expenditures of the governmental fund upon acquisition. Capital assets used in proprietary
fund operations are accounted for the same as in the government-wide statements.

G. Equity Classifications

In the government-wide financial statements, equity is classified as net position and displayed as follows:

Invested in capiial assets, net of related debt, which consist of capital assets net of accumulated depreciation and
reduced by any outstanding balances of bonds, mortgages, notes, or other borrowings that are attributable to the
acquisition, construction or improvement of those assets.

Restricted, which consists of net assets with constraints placed on the use either by external groups such as
creditors, grantors, contributors, or laws or regulations of other governments, or by law through constitutional
provisions or enabling legisiation.

Unrestricted, which consists of all other equity that does not meet the definition of restricted ar invested in capital
assets, net of related debt.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 1. Summary of Significant Accounting Policies (continued)

. Equity Classifications (continued)

In the fund financial statements, governmental fund equity is classified as fund balance. Fund balance is
further classified as:

Restricted fund balance, which includes amounts that can be spent only for specific purposes as stipulated by
law, external resource providers, contract, or through enabling legislation.

Comumitted fund halance, which includes amounts that can be spent only for specific purposes determined by a
formal action of the district's governing body.

Assigned fund belance, which includes amounts that are intended to be spent by the District for specific purposes
but do not meet the criteria to be classified as restricted or committed.

Unassigned fund balence, which is the residual classification for the District's general fund and includes all
spendable amounts not contained in the other classifications.

H. Estimates

The preparation of basic financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

I. Budgets

The District prepares annual budgets for the general fund and the special revenue funds on a basis
consistent with accounting principles generatly accepted in the United States of America. Prior to June 1,
the General Manager submits a proposed operating budget for the fiscal year commencing the following
Julyl to the Board of Directors. The operating budget includes proposed expenditures and the means of
financing them. Prior to July 1, the budget is legally enacted by action of the Board of Directors. The
Board of Directors must approve any revisions that alter the total expenditures of any fund.

Note 2. Cash and Invesiments

The District follows the practice of pooling cash of all funds, unless the funds are required by law, debt
covenant or other instrument to be held in a separate account. Interest income on pooled cash invested is
allocated monthly to the various funds based on the same proportion that such funds bear to the total
monies invested.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 2. Cash and Investments (continued)

Cash and investments as of June 30, 2013 are classified in the accompanying financial statements as
follows:

Statermnent of net assets:
Governmental activities/governmental funds $ 680,277

Business-type activities/proprietary funds 2.094 877
Total cash and investments § 2775154

Consisting of the following:

Cash on hand 3 375
Deposits with financial institutions 238,307
Investments (LAIF) 2,536,472
Total cash and investments 5 2.775.154

Investments Authorized:

The District manages its pooled idle cash investments under the guidelines of the State of California
Government Code Section 53601, which specifically authorizes investments in the following instruments:
treasury bills, treasury notes, federal agency securities, bankers’ acceptances, nonnegotiable certificates of
deposit, commercial paper, negotiable certificates of deposit, and repurchase agreements. All investments
activities are conducted with financial institutions approved by the Board of Directors.

Disclosure Relating to Interest Rate Risic:

Interest rate risk is the risk that changes in market rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the seasitivity of its fair value
to market interest rates. As of year-end, the weighted average maturity, as well as the estimated fair value
of each investment is shown in the table, below.

Cost Fair Value _ Maturity Date
L.ocal Agency Investment Fund § 2,536,472  §2,536,472 203 day average

Digclosure Relating to Credit Risl:

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder
of the investment. This is measured by the assignment of a rating by a nationally recognized statistical
rating organization. LAIF does not have such a rating.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30,2013

Note 2. Cash and Investments (continued)

Concentration of Credit Risk:

The investment policy of the District contains no limitation on the amount that can be invested in any one
issuer beyond that stipulated by the California Government Code. There are no investments in any one
issuer that represent 5 percent or more of fotal District investments.

Cusitodial Credit Risl:
Custodial credit risk of deposits is the risk that, in the event of the failure of a depository financial

institution, a government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The California Government Code and the
District’s investment policy do not contain legal or policy requirements that would limit the exposure to
custodial credit risk for deposits, other than the following provisions for deposits: The California
Government Code requires that a financial institution secure deposits made by state or local governmental
units by pledging securities in an undivided collateral pool held by a depository regulated under state law
(unless so waived by the governmental unit). The market value of the pledged securities in the collateral
pool must equal 110 percent of the total amount deposited by the public agencies. California law also
allows financial institutions to secure District deposits by pledging first trust deed mortgage notes having
a value of 150 percent of the secured public deposits.

The custodial credit risk for investments is the risk that, in the event of the failure of the counterparty
(e.g., broker-dealer) to a transaction, a government will not be able to recover the value of its investment
or collateral securities that are in possession of another party. The California Governmental Code and the
District’s investment policy do not contain legal or policy requirements that would limit the exposure to
custodial credit risk for investments. With respect to investments, custodial credit risk generally applies
only to direct investments in marketable securities.

Custodial credit risk does not apply to a local government’s indirect investment in securities through the
use of mutual funds or government investment pools (such as LAITF).

Investment in State Investment Pool (LAIF):

The District is a voluntary participant in the Local Agency Investment Fund (L AIF) that is regulated by
the California Government Code under the oversight of the Local Agency Investment Board and the
Treasurer of the State of California. LAIF is an external investment pool through which local
governments may pool investments. The fair value of the District’s investment in this pool is reported in
the accompanying financial statements at amounts based upon the District’s pro-rata share of the value
provided by LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio).

The balance available for withdrawal is based on accounting records maintained by LAIF, which are
recorded on an amortized cost basis. Investments in LAIF are highly liquid, as deposits can be converted
to cash within 24 hours without the {oss of interest.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
Tune 30, 2013

Note 3. Assessments and Accounis Receivable

Major receivable balances for both governmental and business-type activities include assessments for
services and assessments for services placed on the Siskiyou County tax rolls. There is no allowance for
uncollectible accounts as management feels all amounts are collectible.

Charges for sewer and water service are recorded when earned. Services provided but unbilled at year-end
have been included in the accompanying financial statements.

Note 4. Capital Assets and Depreciation

Capital assets activity for the year ended June 30, 2013 was as follows:

Balance Balance
June 30.2012 Additions _Retirements  _June 30,2013
Government Activities:
Capital assets not depreciated:
Land g 37.506 3 - 3 - & 37.506
Capital assets being
Depreciaied:
Buildings and improvements 1,040,715 - - 1,040,715
Plant and equipment 504,260 22,754 - 527,014
Vehicles and rolling stock 706,729 - 61.930 644,799
2.251.704 22.754 61.5930 2.212.528
Less accumatiated depreciation:
Buildings and improvements 281,436 34,690 - 316,126
Plant and equipment 374,703 29,927 - 404,630
Vehicles and rolling stock 578,161 25,503 61.930 541.734
1.234.300 90.120 61,930 1.262.490
Net Capital assets being
Depreciated 1.017.404 (67.366) - 950.038
Net Capital assets used in
Governmental activities 5 1.054910 § (67.366) % - 3 087,544
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT

Notes to the Financial Statements

June 30, 2013

Note 4. Capital Assets and Depreciation (continued}

Depreciation expense was charged to governmental functions as follows:

Business-type Activities:
Capital assets not depreciated:
Land
Construction in progress

Capital assets being
Depreciated:
Buildings and improvements
Plant and equipment
Vehicles and rolling stock

Less Accumulated
Depreciation:
Buildings and improvements
Plant and equipment
Vehicles and rolling stock

Net Capital assets being
Depreciated

Net Capital assets used in
Business-type activities

General government 5 43,045
Police 17.145
Fire 29,930
$ 90.120
Balance Balance
June 30.2012 Additions Retirements June 30.2013
kN 31,433 8§ - % - 31,433
1.731 50.331 - 50,331
33.164 50.331 - 83.495
276,937 - - 276,937
8,002,260 55,685 - 8,057,945
210,085 - - 210.085
8.489.282 55.685 - 8.544.967
126,463 7,664 - 134,127
3,308,221 241,215 - 3,639,436
166,429 11.985 - 178.414
3.691.113 260.864 - 3.951.977
4.798.169 {205.179) - 4592 990
b 4831333 % 154,848 & - 4,676,485

Depreciation expense was charged to business-type functions as follows:

Sewer $ 151,786
Water 109.078
3 260.864
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 5. Capital Leases and Long-term Debt

A. Government Activities:

The District has entered into a capital lease agreement for financing the acquisition of a building. The
lease agreement is treated as a capital lease for accounting purposes and, therefore, has been reported at
the present value of the future minimum lease payments as of the inception date of the lease in the basic

financial statementis.

The building is leased out by the District for use as a medical center to Dignity Health Care, Inc. under
the following terms: $4,850 per month for the period September 1, 2007 through August 31, 2014. On
May 1, 2012, the monthly rent was increased to $6,600 due to additional square footage added to the area
occupied by the tenant. There is an option to renew this lease for an additional 10-year period, with an
adjustment to the monthly lease payment.

The asset acquired through the capital lease is as follows:

Governmental Activities:

Building 5 614,625
Less accumulated depreciation (184.388)
Total $ 430.237

The future debt service requirements of the lease will be provided by the General Fund. Ten years after
the commencement of this Purchase Agreement beginning September 1, 2004, the District shall be
obligated to pay the additional sum of $500,000 in cash or in 180 equal monthly instailments bearing
interest at 6.9% per annum.

On May 1, 2012, based on the increased monthly lease charged to the tenant by the District, the lessor of
the building increased the monthly lease payments receivable from the District from $4,200 per month to
$5,950 per month. The District is currently renegotiating the increased lease amount and the terms of the
lease in general with the lessor and has withheld the increased lease payments beginning in May, 2012,
and through the date of this audit report. These funds have been moved to a savings account, and have
been reserved for future lease payments. The total amount of deferred lease payable at June 30, 2013 was
$83.300.

During the year ended June 30, 2011, the District entered into a capital lease agreement to purchase a new
vehicle for the police department. The total lease payments are $30,887 and are due in three equal
installments of $10,296, including interest at 7.10%. During the year ended June 30, 2013 the final lease
payment of $10,296 was made and there was a zero balance due at June 30, 2013.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements

June 36, 2013

Note 5. Capital Leases and Long-term Debt (continued)

A. Government Activities (continued):

The changes in long-term debt, governmental funds, for the year ended June 30, 2013, is shown below:

Balance Balance
July 1, 2012 __Additions  Deductions June 30, 2013
Governmental Funds:
Building capital lease b 534,177 3 - % -3 534,177
Vehicle lease 10.296 - 10.296 -
Total b 544 473 5 -5 10296 534,177
Less amount due within one year {16.405)
Long-term debt, net of current portion h 517,772
The annual debt service requirements to maturity are as follows:
Governmental Funds:
Year ending Total
June 30, Payment Interest Principle
2013 $ 58,800 $ 42395 § 16,405
2014 50,400 35,253 15,147
2015 53,062 34,104 18,958
2016 53,595 32,721 20,874
2017 53,595 31,235 22,360
2018-2030 652,072 211.639 440.433
Totals b 921524 § 387.347 % 534,177

B. Business-type Activities:

On August 18, 2010, the sewer fund obtained a $600,000 loan to finance the sewer pond construction.
The loan, with interest calculated at 5.95%, is to be repaid in thirty semi-annual payments of $30,513 over
fifteen years. The changes in long-term debt, proprietary funds, for the year ended June 30, 2013, is

shown below:

Balance Balance
Juiv 1. 2012 Additions Deductions June 30. 2013
Proprietary Funds:
Sewer pond loan 5 560,870 $ - 5 28065 %  532.805
Total §  560.870 b - § 28,065 532,805
Less amount due within one year {29.760)
Long-term debt, net of current portion 503,04



LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 5. Capital L eases and Long-term Debt (continued)

B. Business-type Activities (continued):

The annual debt service requirements to maturity are as follows:

Proprietary Funds:

Year ending Total
June 30, Payment Interest Principle
2014 61,025 31,265 29,760
2015 61,025 29,468 31,557
2016 61,025 27,563 33,462
2017 61,025 25,542 35,483
2018 61,025 23,390 37,635
2019- 2026 457,694 92.786 364.908

Totals 3 762,819 § 230014 % 532,805

Neote 6. Deferred Grant Revenue

Deferred revenue in the Police Fund represents grant funds not yet expended and thus not yet earned as
revenues. Amounts will be recognized as revenue when spent in accordance with grant provisions.

Note 7. Compensated Ahsences

The District’s policy regarding vacation and sick leave is to permit employees to accumulate earned but
unused vacation and leave, up to certain limits. The District has accrued vacation and sick leave that is
payable to employees upon separation from employment. Included in compensated absences on the
statement of net position and balance sheet is $20,630 and $44,950 for the police fund and sewer fund,
respectively. Included in the sewer fund amount is $ 23,970 for administrative employees, which is
allocated to all other funds at the same ratio as general administrative overhead.

Mote 8. Revenues, Expenditures, and Expenses

Special Tax Assessments:

Special tax assessment revenue represent periodic assessments, levied against property owners within the
District, for providing police and fire services. The revenues are recognized when billed to, and due from,
the property owner.

Operating Revenues and Expenses:

Operating revenues and expenses for proprietary funds (sewer and water) are those that result from
providing services and producing and delivering goods and/or services. It also includes all revenues and
expenses not related to capital and related financing, noncapital financing, or investing activities.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

Note 8. Revenues, Expenditures, and Expenses (continued

Expenditures/Expenses:
In the government-wide financial statements, expenses are classified by function for both governmental

and business-type activities.

In the fund financial statements, expenditures are classified by character (current, debt service or capital
outlay) for governmental funds, and by operating or non-operating classifications for proprietary funds.

In the fund financial statements, governmental funds report expenditures of financial resources.
Proprietary funds report expenses relating to use of economic resources,

Note 0. Risk Masagement

The District participates in a joint powers agreement with the Special District Risk Management
Authority (“SDRMA™), which arranges for and provides property and liability insurance to its member
special districts. SDRMA provides liability coverage of $10,000,000 per occurrence through liability
self-funded layers.

The District also participates in the Special Districts Workers® Compensation Authority (“SDWCA?”),
which provides workers’ compensation insurance to the participating districts.

The District pays premiums commensurate with the levels of coverage requested. The joint powers
authorities are governed by boards consisting of members elected from the participating districts, which
control the operations of the joint powers authorities, independent of any influence by the Disirict beyond
the Disirict’s representation on the governing boards. The joint powers authorities are independently
accountable for their fiscal matters, and thus are not component units of the District for financial reporting
purposes. Condensed financial information, as well as the District’s share of assets, liabilities and fund
balance of the joint powers authorities, was not available for disclosure as of the date of this financial
statement.

Note 10. Employee Pension Plang

Money Purchase Pension Plan:

The Lake Shastina Community Services District Money Purchase Pension Plan was adopted for the
purpose of rewarding long and loyal service to the District by providing to Police Officer employees
additional financial security at retirement. Incidental benefits are provided in the case of disability, death
or other termination of employment. This Plan is a type of qualified retirement plan commonly referred
to as a money purchase plan.
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MNotes to the Financial Statements
June 30, 2013

Note 10. Emplovee Pension Plans (continued)

Momney Purchase Pension Plan (continued):

Since the principal purpose of the plan is to provide benefits at normal retirement age, the principal goal
of the investment of the funds in the plan should be both security and long-term stability with moderate
growth commensurate with the anticipated retirement dates of participants. Investments, other than
“fixed doliar” investments, should be included among the plan’s investments to prevent erosion by
inflation. However, investments should be sufficiently liquid to enable the plan, on short notice, to make
some distributions in the event of death or disability of a participant. Employees are generally not faxed
on the amounts the District contributes to the Plan on their behalf until they withdraw these amounts from

the Plan.

The District contributes an amount equal to 6 percent of eligible police department employees’ regular
wages. Total contributions for the year ended June 30, 2013 were $8,305. Police department eligible
employees are also covered by Social Security.

Befined Benefit Pension Plan:

Plan Description-The District’s defined benefit pension plan, Lake Shastina Community Services
District Pension Plan (“the Plan™) provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. All employees except public safety
employees participate in this plan; however, plan participants do not participate in Social Security.

The Plan is part of the Public Agency portion of the California Public Retirement System (CalPERS), a
cost-sharing multiple-employer plan administered by CalPERS, which acts as a common investment and
administrative agent for participating public employers within the State of California. A menu of benefit
provisions are established by State Statutes within the Public Employees’ Retirement Law. The District
selects optional benefit provisions from the benefit menu by contract with CalPERS and adopts those
benefits through local resolutions. CalPERS issues a separate comprehensive annual financial report.
Copies of the CalPERS annual financial report may be obtained from the CalPERS Executive Office, 400
Q Street, Sacramento, California 95814,

Funding Policy — Active plan members of the Plan are required to contribute 7.00% of their annuai
covered salary. The District is required to contribute the actuarially determined remaining amounts
necessary to fund the benefits for its members. The actuarial methods and assumptions used are those
adopted by the CalPERS Board of Administrative. The required employer contribution rate for the year
ended June 30, 2013 was 16.632%. The contribution requirements of the plan members are established by
State statute and the employer contribution rate is established and may be amended by CalPERS,
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Notes to the Financial Statements
June 30,2013

Note 18. Emplovee Pension Plans (continued)

Defined Benefit Pension Plan (continued):

Anrual Pension Cost-For the year ended June 30, 2013, the Districts annnal pension cost was $85,485
which is also the amount the District contributed. The required contribution for the year ended June 30,
2013 was determined as part of the June 30, 2011 actuarial valuation using the entry age normal actuarial
cost method with the contributions determined as a percentage of pay. The actuarial assumptions included
(a) 7.50% investment rate of return (net of administrative expenses); (b} projected salary increases that
vary by duration of service ranging from 3.30% to 14.20%, and; (c¢) 3.00% cost-of-living adjustment.
Both (a) and (b) include an inflation component of 2.75%. The actuarial value of the Plan's assets was
determined using a technique that smoothes the effect of short-term volatility in the market value of
investments over a fifteen-year period depending on the size of investment gains and/or losses. The Plan’s
unfunded actuarial accrued liability (or excess assets) is being amortized as a level percentage of
projected payroll on a closed basis. The remaining amortization period at June 30, 2011 was 16 years.

Four-Year trend Information for PERS

Fiscal Annual Pension Percentage of Net Pension
Year Cost (APC) APC Contributed Obligation
6/30/10 35,261 100% -0-
6/30/11 54,859 100% -0-
6/30/12 64,287 100% -0-
6/30/13 85,485 100% -0~

During the year ended June 30, 2003, CalPERS grouped all small employers (defined as those with less
than 100 members in the plan) into a risk pool. See the required supplementary information for the risk
pool as 2 whole on page 37, which shows the funded status of the plan pool.

Note 11. Subsequent Events
No events have occurred subsequent to June 30, 2013 and through the date of this audit report that

would require adjustments to or disclosure in the financial statements for the year ended
June 30, 2013.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Budgetary Comparison Schedule
General Fund
For the Year Ended June 30, 2013

Variance
Original Final Actual Favorable
Budget Budget Amounts (Unfavorable)
REVENUES
Interest $ 1,450 % 1,450 % 767 % (683)
Rents - building 79,200 79,260 79,200 -
Rents - antenna 14,400 14,400 16,158 1,758
Other operating revenues 3.000 3.060 4.686 1.686
Total revenunes 98.050 08.050 100.811 2.761
EXPENDITURES
Current:
Capital Outlay - - 20,116 (20,116)
Debt service:
Deferred lease payments 71.400 71.400 71.400 -
Total expenditures 71.400 71,460 91,516 (20.116)
Excess of revenues
Over expendifures 26,650 26,650 9,295 (17.355)
FUND BALANCES
Beginning of the year 225258 225.258 225258 -
End of the year i 251,908 % 251,908 3§ 234553 § (17355

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Budgetary Comparison Schedule

Police Funds

For the Year Ended June 30, 2013

Variance
Original Final Actual Favorable
Budget Budget Amounts (Unfavorabie)
REVENUES
Special tax assessments h) 266,130 § 266,130 % 266,741 % 611
Federal and state grants 100,000 100,000 *136,738 36,738
Other operating revenues 13,900 13,900 19,525 5,625
Non-operating revenues 500 500 5,000 4,500
Interest 1,100 1.100 673 (4273
Total revenues 381.630 381.630 428.677 47.047
EXPENDITURES
Advertising 200 200 1,437 (1,237
Animal control - - 335 (335)
Auditing 3,500 3,500 2,800 700
Contract services 3,000 3,000 2,900 100
Dues and subscriptions 2,600 2,600 2,741 (141
Events 2,500 2,500 3,595 (1,095)
Fuel and vehicle maintenance 13,000 13,000 16,483 (3.483)
Insurance 9,300 9,300 10,093 {793)
Legal 1,000 1,000 421 579
Meals 100 100 273 (173)
Office supplies 4,800 4,800 4,747 53
Labor 312,327 312,327 308,571 3,756
Repairs and maintenance 1,500 1,500 997 503
Supplies and small tools 1,500 1,500 1,222 278
Travel and training 1,500 1,500 196 1,304
Utilities 10,200 10,200 10,227 27N
Uniforms 1,000 1,000 036 64
Administrative overhead 16,256 16,256 19,208 (2,952)
Debt service - - 10,295 {10,295)
Capital Outlay 10.296 10.296 1.638 8.658
Total expenditures 394.579 394.579 399.115 (4.536)
Excess of revenues over expenditures (12,949 {12,949) * 29,562 42,511
FUND BALANCES
Beginning of the year 271.856 271.856 271.856 -
End of the year $ 258907 § 258907 $ 301418 § 42,511

See accompanying notes.

* Note from GM: A one time grant revenue of
$36,738 was unexpected and was left over
from a previous year. If this revenue is
deducted, the bottom line changes to a deficit
of <$7,176> for 2012/13 Police
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Budgetary Comparison Schedule

Fire Fund
For The Year Ended June 30, 2013
Variance
Original Final Actual Favorable
Budget Budget Amounts (Unfavorable)
REVENUES
Special tax assessments b 120,770 % 120,770 § 122,787 § 2.017
Other operating revenues 6,132 6,132 7,589 1,457
Interest 400 400 484 84
Other non-operating revenues - - 24 24
Total revenues 127,302 127.302 130.884 3.582
EXPENDITURES
Auditing 3,500 3,500 2,800 700
Contingency 8,000 8,000 1,500 6,500
Conftract services 1,000 1,000 1,232 {232)
Dues and subscriptions 500 500 1,667 (1,167)
Events 500 500 81 419
Fuel and vehicle maintenance 10,000 106,000 7,233 2,767
Insurance 6,300 6,300 6,669 (369)
Licenses and permits 75 75 264 (189)
Meals 1,800 1,800 366 1,434
Office supplies 1,200 1,200 641 559
Labor 55,130 55,130 45,293 9.837
Public safety 6,000 6,000 - 6,000
Repairs and maintenance 4,000 4,000 3,768 232
Supplies and small tools 1,000 1,000 1,385 (383)
Travel and training 4,000 4,000 461 3,539
Ultilities 5,600 5,600 5,784 (184)
Uniforms 2,000 2,000 2,322 (322)
Administrative overhead 16,256 16,256 19,208 (2,952)
Capital outlay - - 1.000 (1.000)
Total expenditures 128.861 126.861 101.674 25187
Excess of revenues over expenditures 441 441 29,210 28,769
FUND BALANCES
Beginning of the year 169.276 169.276 169.276 -
End of the year 3 169.717 § 169,717 § 198486 § 28.769

See accompanying notes.

-34-



LAKE SHASTINA COMMUNITY SERVICES DISTRICT

Combining Balance Sheet-Police Special Revenue Funds

ASSETS
Cash and cash equivalents

Assessments and accounts receivable

Tax roll receivable
Grant receivable
Prepaid expense

Total assets

LIABILITIES AND FUND EQUITY

Liabilities:
Accounts payable
Compensated absences
Deferred grant revenue
Total Liabilities

Equity:
Fund balance {(deficit):

Unreserved, designated for police

Unreserved, undesignated

Total liabilities and fund equity

June 30, 2013
COPS
Program Combined
Police Fund Total
5 225,706 $§ (23,763) $ 201,943
38,220 - 38,220
61489 - 61,489
- 26,163 26,163
2.950 3.287 6.237
by 328365 3 5687 3% 334.052
b 5158 % - 3 5,158
20,630 - 20,630
- 6.338 6.338
25,788 6,338 32,126
302,577 - 302,577
- (631 {6513
302.577 (651 301.926
§ 328365 § 5687 § 334,052

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT

Combining Statement of Revenues, Expenditures and Changes in Fund Balance
Police Special Revenue Funds

REVENUES

Special tax assessments

Federal and state grants

Other operating revenues

Interest

Other non-operating revenues
Gain (loss) on sale of capital assets
Total revenues

EXPENDITURES
Advertising
Animal control
Auditing
Contract services
Dues and subscriptions
Events
Fuel and vehicie maintenance
Insurance
Legal
Meals
Office supplies
Labor
Repairs and maintenance
Supplies and small tools
Travel and training
Utikities
Uniforms
Administrative overhead
Capital outlay
Debt service:
Principal on capital lease (Note 3)
Interest on capital lease
Total expenditures
Excess of revenues over expenditures
FUND BALANCES
Beginning of the year
Fund transfer
End of year

June 30, 2013

COPS
Program Combined
Police Fund Total
$ 266,741 - 8 266,741
- 136,738 136,738
11,325 - 11,325
673 - 673
3,000 - 5,000
8.200 - 8.200
291,939 136,738 428,677
1,437 - 1,437
335 - 335
2,800 - 2,800
2,900 - 2,900
2,741 - 2,74
3,595 - 3,595
16,483 - 16,483
10,093 - 10,093
42] - 421
273 - 273
4,747 - 4,747
171,833 136,738 308,571
097 - 997
1,222 - 1,222
196 - 196
10,227 - 10,227
936 - 936
19,208 - 19,208
1,638 - 1,638
9,613 - 9,613
682 - 682
262,377 136.738 399.115
29,562 - 29,3562
272,507 (651) 271,856
508 - 508
£ 302,577 3 {631) 301,926

See accompanying notes.
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LAKE SHASTINA COMMUNITY SERVICES DISTRICT
Notes to the Financial Statements
June 30, 2013

PENSION PLAN — Required suppiementary information required by GASB 27 for a cost-sharing
multiple-employer defined benefit plan:

Required Supplementary Information
Funded Status of Plan Pool — CalPERS

Unfunded

Norimal Actuarial  Liability/ Annual UAAL
Valuation Accrued Value (Excess Funded Covered Asa % of

Date Liability of Assets Assets) Status Payroll Payroll

(Per $1.000)  (Per $1.000) (Per $1,000) {(Per $1.000)

6/30/09 3,104,798 2,758,511 346,287 88.9% 742,941 46.6%
6/30/10 3,305,065 2,945,408 362,657 89.0% 748,401 48.5%
6/30/11 3,619,836 3,203,215 416,621 38.5% 759,264 54.8%

-37-





