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The Governing Etody

Tenaja Community Service District
Murrieta, CA

INDEPENDENT AUDITORS' REPORT

We have audited the accornpanying financial statements of the governmental activit ies and each major fund of
Tenaja Community Serviice Dislrict, as of and for the year ended June 30, 207g, and the related notes to the
financial statements, which collectiverly comprise Tenaja community Service District 's basic financial statements as
listed in the table of contents.

Management's Responsi bii l i ty frlr the Financial Statements
Tenaja communilly service Dlistrict 's rnanagement is responsible for the preparation and fair presentation of these
financial statements in ar:cordance with accounting principles generally accepted in the United states of America;
this includes the rcesign, intplenrentation, and maintenance of internal control relevant to the preparation and fairpresentation of f inancial stiatem(:nts tltat are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility
our responsibil i ty is to express c'pinions on these financial statements based on our audit. we conducted our auditin accordance with auditirrg s;tandards generally accepted in the United states of America. Those standards require
that we plan and perform ther audit to obtain reasonable assurance about whetherthe financial statements are freefrom material mis:statemenr.

An audit involves perforrning procedures to obtain audit evidence about the amounts and disclosures in thefinancial statemenrts' The procedures :;elected depend on the auditor's judgment, including the assessment of therisks of material rnisstatenlent of the financial statements, whether due to fraud or error. In making those riskassessments, the atuditor considers intr- 'rnal control relevant to the entity's preparation and fair presentation of thefinancial statements in orclerr to clesign audit procedures that are appropriate in the circumstances, but not for thepurpose of expressing an opirrion on the effectiveness of the entit/s internal control. Accordingry, we express nosuch opin ion '  An audi t  a lso inc lude s evaluat ing the appropr iateness of  account ing pol ic ies used and thereasonableness of significant a(:count:ing estimates made by management, as well as evaluating the overallpresentation of the financi,al staterments.

we believe that the audit erri<jenr:e we have obtained is sufficient and approprrate to provide a basis for our auditoprntonS.

Opinions
In our opinion, thel f inancial s;tatr:menr:s referred to above present fairly, in all material respects, the respectivefinancial position of the gc'vernmental activit ies and each major fund of renaja community service District, as ofJune 30, 2018, and the respecll ive chanl]es in financial position thereof for the year then ended in accordance withaccounting principles generally acr;epted in the United states of America.

rwnv.SMCoCPA.com

Iake fu'rorr'head. CAlBrerrhr'oocl. 1'N . Redlands. CA



Tenaja Community Service District
I ndependent Auditors' Report

Year Ended June 30.  2018

Other Mqtters
Re q u i red Su p p le nt e nto ry I pfo rma tio n
Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and Statemerrt of Fievenles, Expenses, and Changes in Fund Balance Budget to Actual, as described in
the table of contents, be presented tr> supplement the basic financial statements. Such information, although not a
part of the basic financial :rtaternents, is required by the Governmental Accounting Standards Board who considers
it to be an esserntial perrt of f inancial reporting for placing the basic financial statements in an appropriate
operational, economic, or hisrlorical context. We have applied certain l imited procedures to the required
supplementary in format ion in  accorCance wi th audi t ing standards general ly  accepted in the Uni ted States of
America, which r:onsisted of inquirir-.s 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 kn,owleclge we obtained during our audit of the basic financial statements. We do not
express an opin ion or  prov ide ar ly  assurance on the in format ion because the l imi ted procedures do not  prov ide us
with sufficient evidence to express an opinion or provide any assurance.

Other lnformation
Our audit was conducted for the purpcse of forrning opinions on the financial statements that collectively comprise
Tenaja Community Service Distr ct 's basic financial statements. The supplemental information, as described in the
table of contents, is presernted for purposes of additional analysis and are not a required part of the basic financial
statements.

The supplemental inform,ation i l; the 'esponsibil i ty of management and were derived from and relates directly to
the underlying acr:ountin6; and other records used to prepare the basic financial statements. Such information has
been subjected t,o the aurditing procedures applied in the audit of the basic financial statements and certain
addi t ional  procedr l res,  inc luding compar ing and reconci l ing such informat ion d i rect ly  to  the under ly ing account ing
and other records used tcl preperre th,-'[35;. f inancial statements or to the basic financial statements themselves,
and other additiorral procerCures in accordance with auditing standards generally accepted in the United States of
Amer ica.  In  our  opin ion,  t f re supplemental  in format ion is  fa i r ly  s tated,  in  a l l  mater ia l  respects,  in  re lat ion to the
basic f inancia l  s tatements as a whole.

January 8,2079



Tenaja Community Service District
Management Discussion & AnalYsis

Year Ended June 30, 2018

As management of the tenaja Comrnunity Services District we offer the readers of the accompanying financial

statements this narrative overview and analysis of the financial activit ies of the District for the fiscal year ending

June 30, 201g. Beginning on page 15, the Notes to the Financial Stotements provide key definit ions and accounting

policies used by the District in presenl.ing its annual f inancial statements. You are encouraged to read those notes to

understand why the f inancia l  s latem?nts c lass i fy  var ious revenues and expenses in the proper,  yet  odd,  way they

do.

Financial Highlights

. The assets of th,e District ex<:eeded its l iabil i t ies at the close of the fiscal year by 56,5o3,721 (net position,

p.8). Of this amount, 5967,9i.6 may be used to meet the District 's ongoing obligations to cit izens and

creditor:;. Accourrting for the District 's assets is by a modified-accrual method of accounting, which

recognizes revenues and exllenses as they are reported during the year, regardless of the timing of cash

flows for the sarnre items. flence, revenues (property taxes) are recognized twice per fiscal year, even

though ftiversidel r3ounty may actually send the cash in separate calendar years.

. An artifarct of accrual a,ccounting is the recordi ngof depreciotion as an expense, even though it is simply a

book entry and does nclt inv<llve the payment of cash. See Note 5, page 21. Thus, 5170,086 was charged as

an expense in Fy 2011'-18 and while total activit ies expenditures were 5534,24I (on p' 9 Statement of

Activit ie:; l,the 1enerol Government total of 5534,24I has to be reduced by the 5170,086 to 5364,155 to

show reirl cash elxpenditures. The District 's annual budget expenditures for FY 2017-18 was S194,050, the

differenr:e of (51Cr0,85/') to the actual expenditures indicates a negative variance meaning more expenses

were incurred for the fiscal year then what was budgeted. The Budget expenses shown on audit (page 23)

is a combined br,rclget of the tieneral Fund and AD2004-1 Fund.

. The Dislir ict harj several R,)ad Projects this Fiscal Year including, grinding and repaving Calle Pino

(5200,35,4), patch worl (54,'.7251, inspections (5S,Ol+1, sign replacement and new installs (56,191), weed

abatemernt (S4,9150), insurance (51,963), and garbage pickup (5396). This was a total of 5223,653 for the

main arterial roarl sysl:em (' l-enaja Road and Calle Pino). The District paid for these projects from the

fo l lowing funds:

- Rest:rve Fund 5124,825 (this closed this fund as of yearend)
- Redremption Fund i;28,11)4 (this closed this fund as of yearend)
-  General  Fund 552, :193
- AD 2OO4-7 Fund s18,441

Overview of the Financial l5tatetrentti

This discussion aind analvsis intends to serve as an introduction to the basic Financial Statements of the Tenaja

Community Servir:es District. Thr:se firrancial statements comprise three components: 1) government-wide financial

statements, 2) fund financial statements, and 3) notes to the financial statements. The report also contains other,

supplementary in format ion to arnpl i fy  the basic  f inancia l  s tatements.



Tenaja Communitv Service District
Management Discussion & Analysis

Year Ended June 30,  2018

Government-wicle financiial statemernts. The intent of these statements is to provide a lcroad overview of the

District 's f inance:s, in a forrnat similar to a private sector buslness.

fhe Statement o.f Net position presents information on all of the District 's assets and liabil i t ies, with the difference

between the two reportr:cl as net pot;it ion, otherwise known as net assets. Over time, increases or decreases in net

position may serve as a usel'ul indicator of whether the financial position of the District is improving or

deteriorating. In FY 2}tb-17, the net position was 56,719,933. For FY 2077-L8, the net position was 56,503,721

representing a dr:teriorail ing net position value of 5216,212 due to increased expenditures on road maintenance in

the current f iscal year. l load nraintenance costs did not increase the value of our assets (capital) because they

involved,  pr imar i ly ,  gr inc l i r rg and repi rv ing and Pothole repai rs  which is  c lass i f ied as a maintenance expense i tem.

According to our  capi ta l izat ion ru les,  normal  repai rs  and maintenance shal l  not  be considered as capi ta l

expenditures net assets oif the Distrir:t. ln FY2O77-18, there were insignificant amounts of work defined as capital

improvement. Thus, altfrc,ugh ,,,ue received slightly more revenues than budgeted or anticipated, our net asset

posi t ion deter iorated due to the:  cont  nuing aging of  our  roadways.  In  FY 2018-19,  the Dist r ic t  wi l l  complete Phase l l l

o f  the Road Rep,a i r  by gr inding and repaving Tenaja Road f rom Cal le  Pino to Corona Cala Camino increasing the

amount of road vuork using; existing cersh assets.

The Dist r ic t 's  f inancia l  posi t ion and operat ions for  the past  two years are summarized below based on the

informat ion inc luded in thr :  current  ar td pr ior  f inancia l  s tatements.

TABTE 1
STATEMENT OF NET POSITION

2018

s 1,331,1s3
5,535,805
6,866,958

201,7 Cha nge

L,s82,983 5 (2s1,830)

s,70s,891. (170,086)

6,855,958 7,288,87,+ (427,916)

11,980 231.,'t 00 (279,I2O)

5,328 3,320 2,008
17,308 234,420 (277,t721

334,52:l 17,408
s68,941 (20s,704)

5,705,89'.1 (170,086)

967,916 I,0r4,04?. (46,726)

5 s,sot,tzt 5 6,7!e,e3.t 5 Qr6,2r2l

Current  and Other  Assets
Capital Assets, l let
Total Assets

Deferred Inflow of Resources
Total Assets a ncl Deferreol Inflow of l lesources

Current Li a bi I i  t i  es
Long-Term Liabi l  i t ies
Tota l  L iabi l i t ies

Deferred Outfloru of Res,or.rrces
Tota l  L iabi l i t ies and Deferred Out f lo ,v  of  Resources

Net  Investment  in  Capi ta l  Assels
Restri cted
Un restri cted
Tota l  Net  Posi t icrn

7,288,87,4 (42r,916l

345,929
363,237

5,535,805



Tenaja Community Service District
Management Discussion & Analys is

Year Ended June 30.  2018

The Statement of Activit ies prrrsent!; information showing how the District 's net assets changed during the most
recent f iscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardle:ss of thet timinlT of reloted cosh flows. Thus, revenues and expenses are reported in this statement
for  some i tems that  wi l l  on ly  'esul t  in  cash f lows in future f iscal  per iods (e.g.  uncol lected taxes and earned but
unused vacation leave).

The governmental actirrit ies of thr: Tenaja Community Service District include constructing, managing and
maintaining the r:ore road system for the Tenaja area of Riverside county, california.

The government-wide financial staternents can be found on pages 8-14 of this report.

TABTE 2
STATEIlIENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSTTION

The following schredule cornparos the revenues and expenses for the current and previous fiscal year

REVENUES

Benefit fees

Interest  income
Penalty Assessn'lents

M isce l l aneous  i ncome

Total Revenues

EXPENDITURES

Administ rat ive

Pers onnel
Road maintenance

Outs ide serv ices

Office expense

County services

Pr inc ipal  and interest

Total Expenditures

Excess (Deficien<:y) of Re,yenues
Over Expendi tures

2078

5 293,s77
L7,130

1.,382

6,000

2017

288,470

10,333

1,,489

800

Cha nge

$ s,oqt
6,797

(1,O7l.

5,200

318,029 301,,092 L6,937

12,266

68,773

232,425

23,665

20,530

4,488

1,4,71,6

70,625

326,486

27,2I0

20,930

7,463

(1,8s0)
(1 ,8s2  )

(94 ,061)

(3,s4s)
(400)

(2,97s\

362,1.47 466,830

5 (44,118) S (16s,738) 5 s7,746] |

Fund f i nanc ia l  s ta temen ts .  A fund  i sag roup ingo f  re la tedaccoun ts tha t i sused toma in ta incon t ro l  ove r resou rces
that have been segregaterj for specific activit ies or objectives. The Tenaja Community Services District, l ike other
state and local governments, usr3s furrd accounting to ensure and demonstrate compliance with finance-related
legal requirementsi. For exarmple, separate fund accounts are maintained for each zone of benefit, of which there
are seven, so that road maintenilnce i lnd repair revenues and costs are segregated according to which property
owners contribute to and Lre,nefit from these efforts.

(104,683)



Tenaja Community Service District
Management Discussion & AnalYsis

Year Ended June 30,  2018

Governmentql Funds. Go'vernmentat funds are used to account for essentially the same functions reported as

governmentql activit ies irr the government-wide financial statements. However, unlike the government-wide

financial statements, governmeltal fund financial statements focus on near-term inflows ond outflows of spendoble

resources, as well as on balances of spendable resources available at the end of the fiscal year. Such information

may be useful in evaluating a government's near-term financing requirements. All funds accounted for are

governmental  funds.

Both the governrnental fund barlance sheet and the governmental fund statement of revenues, expenditures and

changes in fund balance:; provide a reconcil iation to facil i tate this comparison between governmentol funds and

g ove rn m e nto I act ivitie s.

The Tenaja Communi ty  Serv ices Dist r ic t  mainta ined seven funds on a modi f ied accrual  basis  of  account ing:  1)  the

General Fund, which coverrs rev€rnues and expenditures of the government office and of those roads not included in

zones of benefit;21 the l ledemption Fund, which includes the residual monies from AD 88-01 used for the init ial

paving of the District 's roads;(vrhich is now closed) 3) the Reserve Fund, which constitutes monies available for

specific projects authorized by the Board and not for current expenditures in the General Fund; (which is now

closed) 4l the AD 2004 F,und, which includes funds voted by the property owners for the core roads construction

and maintenance; 5) lhe Zone 2-3 Fund, which holds dedicated funds for revenues and funds in zones of benefit 2

and 3 property owners; 6l the Zone 4 Fund, which holds funds of dedicated revenues and funds for zone 4 property

owners; and 7) the Zone l? Fund, whicl"r holds funds of dedicated revenues and funds for zone 8 property owners. In
the financial statements, expenrlitures in the zone funds are l isted as "Capital Projects" yet they represent slurry-
seal projects that qualify as currc)nt milintenance expense items and not as capital expenditures.

Notes to the Financial Statemelnts. The notes provide key definit ions and explanations of accounting method for

the figures l isted in the Financial Staterments. The content is important for understanding how the various revenue
and expenditure items harve bet:n cla:;sif ied and, in combination with this discussion and analysis, the reader wil l

f ind useful informration for r:omprehending the financial statements.

Required Supplementary Inforntation. In addition to the basic financial information and accompanying notes, the
Tenaja Communil:y Servicr:s District provides certain required information. The District annually adopts an
appropriated budget for its gerteral and special reserve funds. A budgetary comparison statement has been
provided to show compliarnr:e with this budget. Required supplementary information can be found at page 23.

Government-wide Financiial Analysis. As noted earlier, net positions over time may serve as a useful indicator of a
government's f inancial stertus. In the case of the Tenaja Community Services District, assets exceeded liabil i t ies by
56,503,721at the close of t lre most rec:ent f iscal year.

The largest portion of the District 's nel position reflects its investment in the core road structure (roads and water
flow drainage). Thr: only long-terrn l iabil i t ies were 55,328 in accrued emplovee leave for the Districr.

Governmentaf Activit ies. t3overnment,al activit ies represented a net reduction in the net position bV SZLA,ZLZ due
primarily to depre<:iation of 5170,086.



Tenaja Community Service District
Management Discussion & Analysis

Year Ended June 30. 2018

The statement of Reven'ues, Ex,penditures, & charges in Fund Balances - Budget to Actuol - Generol Fund qs of lune
30, 2018 shows a comparrison betureen the budget to actual amounts and the variance between the two. We
received an lncrease in benefit fees (property taxes) of 5!4,877 due to a 2o-year payoff of certain assessments, a
cPl increase on direct bil l ings, and parcel splits. A separate agreement for a 2}-year pay-off was entered into for
those parcels. VVe receiv,ed an unarrticipated increase in revenue of $3,200 for permit income, and 56,223 more
than planned for investnnr:nt income. our actual revenue was$22,622 more than budgeted. The final variance of
budget versus actual is a negative vatiance in rood maintenance (S118,8s0) due to extensive road repairs. see p. 23
for  the deta i led schedule.

On pages 30 through 32 is the Combined Stotement of Revenues,
Governmental Funds for the year Ended June 30, 201g with each
indiv idual  and combined fund balances.

Expenditures ond Chonges in Fund Balances -

of the seven funds detail presented with the

capitaf Assets' At June 30, 2Q78, t1e District had 55,535,805 invested in capital assets (net of accumulated
depreciation) which included structurr:s and, equipment, construction in progress and land.

TABLE 3
CAPITAT ASSETS AT YEAR-END

2018
5 3,414,900 S

4,430,5L9
L4I ,452
32,027

(2,s43,Oe31 (2,373,007)

s,53s,80s s s,70s,891

Right  oF Way

Roa ds

Repa i  rs

Eq u  ipment

Accu mul a ted Dc'prreci a t i  on

Tota I

2077
3,474,900
4,430,5I9

14'J.,452
32,O27

Further detail of changes in r:apitarl assets can be found in the Notes to the Financial Statements.

Long Term liabilitires and Derbt

The District has no debt as ofJune 30,2018.

Economic Factors' The District ctepends upon the property tax assessments collected through the county of
Riverside for the funding of its rrperations; therefore, the District is highly affected mostly by local economic
conditions. The District budgrets are approved by the District,s Board of Directors.

FINANCIAI. CONTACT

This financial report is designed to provide a general overview of the District,s accountabil ity for all thoseinterested' lf you have additional questions concerning any of the information provided in this report or needadditional f inancial informatiion yrru should address your concerns to the District,s General Manager at Tenajacommunityservices District,, )4g3i'Jefferson#2o7,Murrieta, carifornia 92562.



Tenaja Community Service District
Statement of Net position

June 30, 2018

ASSETS
Current Assets

Cash and cash equivalents
Benefit fees receiva bl e
Interest receivable
Other current assets

Current fusets Total

Non-current Assets:
Capital assets (net)

Non-current Assets Tota I

'IOTAL 
ASSET!;

DEFERRED OI'FLOWS OF RESOURCES

LIABI LITIES
Current  L iabi l i t ies:
Accounts payable
Wages and taxes payable
Permit deposits

Current Lia bi l i t i  es Total

Non-current Li a bi I i t ies :
Compensated absences - long-terrm
Loan payable -  due in more than one year

Non-current Liabi I i t i  es Tota I

TOTAL LIABILIll ES

DEFERRED INFLOWS OF RESOURCES
Prepayments of tax assess ments

rOTAL DEFERRED INFLOWS OF RESOURCES

NFT POSITION
Investment  in  capi ta l  assets
Unrestri cted

TOTAL NET POSITION

GOVERNMENTAL
ACTIVITIES

5,328

5,329

t 7 308

345,929

See Notes to Financial Statements
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Tenaja Community Service District
Reconcil iation ofStatement of Revenues, Expenditures, and Changes in Fund Balances ofGovernmental Funds to

the Statement of Activities
Year Ended June 30. 2018

Amounts reported forgovernmentalactivit ies in thestatementof activit ies are
different because:

Net change in fund balances - total governmental funds 5 @4,7t81

Governmental funds reportcapital outlays as expenditures. However, in the
statement of a ctivit ies the cost of those a ssets is a I located over their esti ma ted
useful l ives and reported as; depreciation expense. This is the amount by which
depreciation exceed capital outlays in the current period. (170,0g6)

Decrease in assets incurred for capital assets in the government-wide

f inancia l  s tatements.

Increase in l iabil i ty incurred for compensated absences in the government-wide

f inancia l  s tatements.  (2,OOg)

Change in net positon ofgovernmental activit ies 5 Q76,2r2',)

See Notes to Financial Statements



Tenaja Community Service District
Notes to Financial Statements

Year Ended June 30, 2018

L. SUMMARY OF SIGNIFICAN'f ACCTOUNTTNG pOLtCtES

lntroduction

The Tenaja Comrnunity l ierrvice:; Dist' ict was organized on July 30, 1985, by Resolution 85-409 of the Board of
Supervisors, County of Riverside. The District was formed primarily for the purpose of providing road
maintenance, public recreartion, f ire arrd police protection, and waste and storm water disposal. The District has no
component  uni ts  and is  nr l t  a  corrponent  uni t  o f  another  pnmary government .

The financial statoments of Tenaja Cornmunity Service District (the District) have been prepared in conformity with
Generally Accepted Accounting Princicles (GAAP) as applied to government units. The Governmental Accounting
Standards Board (GASB) ir; the accepted standard-setting body for establishing governmental accounting and
financial reporting principlers. The mor e significant of the District 's accounting policies are described below.

A. Government-wide anp! fund financial statements

The government-\/vide finarncial staternents (i.e., the statement of net position and the statement of activit ies)
report information on all of the rronfiduciary activit ies of the primary government. Forthe most part, the effect of
interfund activity has beren rernoved from these statements. Governmenta! activit ies, which normally are
supported by taxe's and intr- 'rgovernmr:ntal revenues, are reported separately from business-type octivit ies, which
rely to a significant extent on feel; and charges for support.

The statement of activit ies demo nstrates the degree to wh ich the direct expenses of the given function or segment
are offset by program revenues. Direct expenses are those that are clearly identif iable with a specific function or
segment. Progront revenu'es include 1) charges to customers or applicants who purchase, use. Or directly benefit
from goods, services, or privilegers provided by a given function or segment and 2) grants and contributions that
are restricted to meeting the opt:ratioral or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general revenues.

B. Measure focus, basis r! aggqgq!!4g, and financial statement presentation

The government-wide finanr:ial statemonts are reported using the economic resources meosurementlocus and the
accruol bosis of occountinlT. Revenues are recorded when earned and expenses are recorded when a l iabil i ty is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are lev ied.  Grants and s int i lar  i tems are recognized as revenue as soon as a l l  e l ig ib le requi rements
imposed by the provider harve been met:.

Governmental  funcl  f inanci ; l l  s tatement ;arereportedusingthe current f inoncia l  resourcesmeosurement focusand
the modified accrual bosis ttf occounting. Revenues are recognized as soon as they are both measurable and
available. Revenue:s are considered to be available when they are collectible with in the current period or soon
enough thereafter to pay l i;rbil i t ier; of t lre current period. For this purpose, the government considers revenues to
be available if they are colk:cted vrithin 60 days of the end of the current f iscal period. Expenditures generally are
recorded when a l iabil i ty is incurrtld, as under accrual accounting. However, debt service expenditures, as well as
expenditures relate'd to co,mpensrlted absences and claims and judgments, are recorded only when payment is
due.

Property taxes and interest associated \/\/ i th the current f iscal period are all considered to be susceptible to accrual
and so have been rr-'cognizerd as r€rvenurts of the current f iscal period is considered to be susceptible to accrual as
revenue of the current perirrd. All other revenue items are considered to be measurable and available onlv when
cash is received by the governmenrt.



Tenaja Community Service District
Notes to Financial Statements

Year  Ended June 30 ,  2018

The District reports the frcllowing major governmental funds:

The general funrj is the government's primary operation fund. lt accounts for all f inancial resources of the
general governnlent, ei(cept those required to be accounted in anther fund.

The debt service fund accolnts for the resources accumulated and payments made for principal and
interest on long-term general obligation debt of the governmental funds.

The capital fund acc;ountsr for deposits and expenditures related to the capital construction,
improvements ar.rrJ equipment of the District.

Amounts reported as miscellane'ous r'?venues include 1) charges to customers or applicants for goods, service, orprivileges provided, 2) opr-'ration granl:s and contributions, and 3) capital grants and contributions, including specialassessments' Internally clerdicated re:;ources are reported as generol revenues rather than as program revenues.
Likewise, general revenues inclurje all taxes.

C. Budeetarv Dals

Budgets are adopted on ;a basis consistent with generally accepted accounting principles. Annual appropriated
budgets are adopted for the genrlral fund.

D. Financial Statement lqcounlts and Other Matters

Cosh and Cash Equivolents
Tenaja Community Servictl District maintains current operating cash with financial institutions and in a pooled,
common interest-loearing accourrt with the Local Area Investment Fund (LAIF) in order to maximize investment
opportunities' Tenaja community Service District considers cash and investments with an init ial maturity of ninety
days or less to be cash.

I nte rf u nd Re ce ivo b le s a n d t>ctya bles.
Activity between funds thart are repres,3ntative of lending/borr.owing arrangements outstanding at the end of thefiscal year are referred to as either "due:to/from other funds" (i.e. the current portion of interfund loans).

Capital Assets.
capital assets, which include property, t:quipment, and infrastructure assets (e.g. roads, bridges and similar items),
are reported in the applicable gor,'ernmental or business-type activit ies columns in the government-wide financial
statements. Capital assets are derfined by the government as assets with an init ial, individual cost of more than
Sr ,oooandanes t i n ra teduse fu l  l i f , e i ne ;<cesso f twoyea rs .  suchasse tsa re reco rdeda th i s to r i ca l  cos to res t ima ted
historical cost if purchased or conr;tructed. Donated capital assets are recorded at estimated fair market value atthe date of donation.

Property, plant, ancl equipntent of the primary government is depreciated using the straight l ine method over thefollowing estimated useful l i ives:

As:;ets
R,oads
Office ecluipment
Computer  equ ipment

Years
35
5
5



Tenaja Community Service District
Notes to Financial Statemenrs

Year Ended June 30,  2018

Defe rred O utf lows/t nflow,s of Aie so u rce s.
In addition to etssets, t l ' le statement of f inancial position wil l sometimes repon a separate section for deferred
outflows of resources. This se'parate financial statement element, deferred outflows of resources, represents aconsumption of net position that apltl ies to future periods and so wil l not be recognized as an outflow of resources(expense/expenditure) unti l then. Tlte District currently does not have any items that qualify for reporting in thiscategory.

In addition to l iabil i t ies, the statement of f inancial position wil l sometimes report a separate section for deferredinflows of resources' This separate financial statement element, deferred inflows of resources, represents anacquisit ion of net positicrn that applit:s to a future period(s) and so wil l not be recognized as an inflow of resources(revenue) unti l that t ime. The District has only one type of item, which arose through the prepayment of twentyyears' worth of property tiax assessmr-'nts by the Nature Conservancy, received by the District in 2006.

Lo n g -Te rm Ob I i g otio n s,
In the government-wide lt inanr:ial statements long-term obligations are reported asgovernmental  act iv i t ies,or  business- :ype act iv i t ies s tatemeniof  net  posi t ion.  There
discount associated with these obliga.:ions.

Com pe n soted Ab:;e nce s.
Under the terms of the ernployrnent (:ontracts and District personnel policies, the District,s employees are grantedvacation and sick leave in varyirg anrounts. In the event of terminaiion, an employee is paid for vacation leaveaccumulated and vested ;rccumttlated sick leave. vesting of sick leave by employees and the maximum number ofhours that can be accumulated f 'cr vacation and sick leave are dependent upon an employee,s years of service.

A liabil i ty has been recorcled within the government-wide financial statements for accrued vacation and sick leaveand certain salary payments associate'j with the payment of compensated absences. An estimate oy managementof 3oo/o of this l iabil i ty is cl;a:;sif iecl as cLrrent and is expected to be used during the next 12-month period. A l iabil i tyfor compensated absence:s is onl'1 reported in governmental funds if they have matured, for example, as a result ofemployee resignations and retirement:;.

Fund Equity.
In the government-wide f inant:ial slatements, equity is classified as net position and displayed in threecomponents:

Investment in r:apital assets - consists of capital assets, net of accumulated depreciation and reducedby thr: outstainrl ing Lralance of any notes or other borrowings attributable to those capital assets.Restricted net position - (:onsists of net assets with constraints placed on the use either by externalgroups' such ;rs; grantors or laws and regulations of other governments, or law through constitutionalprovisions or c.nablin g legi slation.
Unrestricted net position - All other assets that do not meet the definit ion of ,,restricted,. 

or"investment in capital asse,ts,,.

when both restrictr:d and unrestricted rret positions are available for use, generally it is the District,s policy to userestricted resource:; f irst.

l iab i l i t ies in  the appl icable
are no bond premiums or

a )

b)

c )



Tenaja Community Service District
Notes to Financial Statements

Year Ended June 30, 2018

Governmental fund equiit 'y is classified as fund balance. Fund balance is further classified as follows:

a)  Nonspendable -  Inc ludes fund balance amounts that  cannot  be spent  wi ther  because i t  is  not  in
spendable form or bec:ause of legal or contractual requirements.
Restricted - lrrcludes func balance amounts that are constrained for specific purposes which are
externally impo:;ed by providers, such as creditors or amounts constrained due to constitutional
prov is ions or  enabl ing legis lat ion.
Commil.ted - Includes fund balance amounts that are constrained for specific purposes that are internally
imposerJ by thc' District through formal action of the highest level of decision making authority. The
District 's Board r:f Ditectors are the District 's highest level of decision making authority that can, by
adopt ion of  a resolut ion,  c( )mmit  fund balance.  Once adopted,  the resolut ion remains in  p lace unt i l  a
similar action by the District 's Board of Directors is taken to remove or revise the l imitation.
Assigned - Includes fund b;l lance amounts that are constrained by the District 's intent to be used for
specific purposc:s, but are neither restricted nor committed. Intent can be stipulated by the District 's
Board of Directors.
Unassigned -  Inc ludes the res idual  balance of the General  Fund that  has not  been assigned to other funds
and that has not been restric:ted, committed, or assigned to specific purposes.

When both restricted and unrestrictr:d sources (the total of committed, assigned, and unassigned fund balance)
are available for use, generally it is the District 's policy to use restricted resources first. Further, when components
of unrestricted fund balance can be used for the same purpose, committed fund balance is depleted first, followed
by assigned fund balance.  Unassigned fund balance is  appl ied last .

Property Tox Colendar.
Our assessments are included on county property tax bil ls. Property taxes are assessed and collected each fiscal
year according to the follorving proper-ty tax calendar:

b)

c )

d)

e)

Lien date
Levy dater
Due date

Del inqurent  date

March 1
July L to June 30
November l  -  F i rs t  insta l lment
March 1 -Secondinsta l lment

December 10 -  F i rs t  insta l lment
April 10 - Second installment

Use of Estimotes.
The preparation of f inancial statements in conformity with generally accepted accounting principles as applied to
governmental units require managem(]nt to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual re:;ults could differ from those estimates.

Subsequent Event:;.
we evaluated sub:;equent events through January 8,zOLg,the date these financial statements were issued.



Tenaja Community Service District
Notes to Financial Statements

Year Ended June 30,  20L8

Organization anrd Principal Off icers
The organizat ion and pr inc ipal  of f icers were compr ised of  the fo l lowing indiv iduals as of  june 30,  201g:

Name Title Term

Mi l l i ng ton Pres i dent t2 / 0 4 I 20Ls -1.2 / 06 / 20rs
Rob McDanie l President Pro Tem t2 / o 4 / 20Ls -72 / 0 6 / 20 19
Karol Hoboy-Tenor Di rector L2 / 0 4 I 20 1.s - 12 I 0 6 I 20 79
Derbra Natale Di rector 72 I 0 4 I 20 L8-72 / 0 6 / 2018
Scott Beckelr Di rector 3 / 02 / 2016 - 12 / 0 r / 20 1.8

In addition to tl"re above officr:rs, the Administrator of the District is Arlene Miller, who served as the General
Manager.

2. REcoNclLlA'rloN oF GovERNMt:NT-wtDE AND FUND F|NANCIAL STATEMENTS
Explanation of certain diffelrencers between the governmental fund balance sheet and the government-wide
statement o1f net position - The Sovernment fund balance sheet includes reconcil iation between fund balance-
total governmental fr"rnds irnd net position - governmental activit ies as reported in the government-wide
statement o1' net position. one 3lement of that reconcil iation explains that "Long-term liabil i t ies, including
loans payablr-'and conrpens;ated absences, are not due and payable in the current period and, therefore, are
not reported in the funds." 'the 

dr-'tails of the differences are as follows:

Compensated absernces
Net  adjustment  to rerduce fund ra lance -  to ta l  government  funds to arr ive at
n et pos i ti rc n - goVr_or 1.1 1'1 1p6'11ta I a cti vi ti es

CASH AND CASH EQt lt'yAtEtVTS
Cash and cash equivalents consist(]d of the fol lowing at iune 30, 201g:

Unrestrided
Cash and Monc'y  Market l ,ccounts
Loca I Agency l rrvestrnent Funds

5u btota I

Restrided
Cash lleld in l-rust - l)ermi i Deposits

Su btota I

Tota l  Cash and C,ash Equivalents

3.



Tenaja Community Service District
Notes to Financial Statements

Year Ended June 30,  2018

Investments Authorizred by the California Government Code and the District 's Investment Policy

The table below identif ies the investment types that are authorized for the District by the California

Government Code. 
'fhe 

table also identif ies certain provisions of the California Government Code that address

interest rate risk, credit risk, and concentration credit risk. This table does not address investment of debt

proceeds held by bond trur;tee that are governed by the provisions of debt agreements of the District, rather

than the general pro'uisions of the California Government Code or the District investment policy.

A,uthorized
Inv(:stmenl: Type

Maximum Maximum

Maximum Percentage Investment

Matur i t v  o f  *  Por t fo l io  in  One lssuer

Local Agency Bonds

U.S. Treasury Obl  gat ions

U 5 Agency Secur ities
Banker's Acceptances

Commercia l  Paper
Negotiatrler Certificates o' Deposit

Repurchase Agreoments
Reverse llepurche se Agr€rements
Medium'Term Notes
Mutual  tunds
Money l \4arket  Mutual  Ft tnds
Mortgage Pass-Tl" rough :;ecurities

County Pooled Investmetrt Funds

Local Agency Investment Fund (LAIF)

JPA Pool:; (other i lvestrn,lnt pools)

5 years None

5 years None

None
None

5 years  None None

180 days 40%

270 days 25%

5 years 30%

1 year None

30%
70%
None
None

92 days 2Qo/o of base value None

5 years 30% None

N/A 20% ro%

ttlA 20% 10%

5 years 20% None

N/A None None

N/A None None

t l /A  None None

* Excluding amounts held by bond trustee that are not subject to California Government Code restrictions

Disclosure Relating to lnterest R:rte Risk
Interest rate risk is the risk that changes in market interest rates wil l adversely affect the fair value of an

investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to

changes in market int€rrest Iates.

Disclosure Relating to Crediit Risk
Generally, credit risk i:s the risk tlrat an issuer of an investment wil l not fulf i l l  i ts obligation to the holder of the

investment. This is measured by the assignment of a rating by a nationally recognized statistical rating

organizat ion.

Concentrat ion of Credit Rislk

The inves tment  po l i cy  o f  the  D is t r i c t  con ta ins  no  l im i ta t ions  on  the  amount  tha t  can  be  inves ted  in  any  one

issuer beyond that st ipulatr:d by the Cali fornia Government Code. There are no investments in anyone issuer

that reoresents5/oor nrore oftotal Distr ict investments

Custodial Credit Risk
Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a

government wil l not bre able: to r€rcover its deposits or wil l not be able to recover collateral securit ies that are in

the possession of an outsidr-' party. The California Government code and the District 's investment policy do not

contain legal or polic'/ requirement that would l imit the exposure to custodial credit risk for deposits, other than
the following provision for deposits: The California

Government Code re,qruires that a financial institution secure deposits made by state or local governmental units

by pledging securit ies; in an r.rndivided collateral pool held by a depository regulated under state law. The market

value of the pledged srecurit ies in the collateral pool must equal at least 710% 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 nrrtes having a value of 750% of the secured public deposit.



Tenaja Community Service District
Notes to Financial Statements

Year Ended June 30, 2018

At year end the District 's cash balance was covered by federal depository insurance'

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 wil l not be able to recover the value of its investment or collateral

securit ies that are in the posse:;sion of another party. The California Government Code and the District 's

investment policy do not contain legal or policy requirements that would l imit the exposure to custodial credit

risk for investments. With respect to investment, custodial credit risk generally applies only to direct

investments in marketable securit ies. Custodial credit risk does not apply to a local government's indirect

investment in securit ies through the use of a mutual funds or Sovernment investment pool'

OTHER CURRENT ASSETS
The following schedule presents the composition of other current assets as of June 30, 2018:

Prepa i d rent
Space lease deposi t

Total other current assets

5. CAPITAT ASSETS
The following is a sunrmary of changes in the capital assets during the fiscal year:

5
1,500

5 1,500

2077 Additions Deletions 2018

53,474,900 S S s3,474,900
3,474,900 3,474,900

Non-Depreciable
Right of Way

Total  Non-Depreciable

Depreciable
Roads
Repa i rs
Equi  pment

Total Capital Assets being Depreciated

4,430,519
14t,452
32,027

4,430,5r9
147,452
32,027

4,603,998 4,503,998

Accumulated Depreciation (2,373,007) (!70,086l' - (2,543,093)

Capital Assets (net) 55,705,891 S (170

Depreciation expense for thr: year ended June 30, 2018 was S170,086.

6. LONG-TERMLIABIIITIES
The following schedule presents the activity for long-term liabil i t ies during the current f iscal year:

July 0L,2017 I ncreases Decrea s es June 30,  2018

s
5

- s
(3,320)  S

Loa ns
Compensated absences

s
5

5
s3,320 s,328 5,328



Tenaja Community Service District
Notes to Financial Statements

Year Ended June 3O 2018

7. PROPOSITION 111 APPROPRIATION TIMITS
Proposition 111, which added Article XtllB to the State Constitution, established limits on budget
appropriations in order to restrict government spending. We have reviewed the appropriations of taxes
received by the District during the 2OL7-2OLB fiscal year, and have found them to be wirthin the guidelines
established by Proposition 111.



Tenaja Community Service District

statement of Revenues, Expr:nditures, and changes in Fund Balances - Budget and Actual - General Fund

Year Ended June 30, 2018

BUDGETAMOUNTS
ORIGINAL FINAL

VARIANCE WITH
FINAL BUDGET -

POSITIVE
(NEGATIVE)

REVENUES

Benefit fees
lnterest income

Administration fees

Penalty assessments

Other income
TOTAL REVENUES

EXPENDITURES

Administrative
Personnel
Road maintenance

Outside services
Office expense
County Services

TOTAL EXPENDITURES

Excess (Deficiency) of Revenues

Over Expenditures

5 209,763
t,200
5,800

5 209,763
t,200
s,800

224,580 s
7,423

L,382
6,000

(74,817)
(5,2231
5,800
(1,382)

216,763 276,763 239,38s (22,6221

32,700
76,750
46,500
30,300
4,900
3,500

194,050

32,100
76,750
46,500

30,300
4,900
3,500

194,050

t2,266
68,773

165,380
23,665
20,530
4,293

294,9Q7

(6,000)

19,834
7,977

(118,880)

6,535
(15,630)

(7e3)

Fund Balance,  Beginning ofYear

Interfund activit ies (shown as roarl maintenance)

Fund Balance, End of Year

493,472

s 437,950
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