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INDEPENDENT AUDITOR'S REPORT

We have auiited the accompanying financial statements of the governmental activities and the aggregate fund
information ¢f Esparto Community Service District as of and for the year then ended, June 30, 2009, which
collectively cbmprise the District’s basic financial statements, as listed in the table of contents. These financial
statements are the responsibility of Esparto Community Service District's management. Qur responsibility is to

express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatements. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and the aggregate remaining fund information of the Esparto
Community Service District as of June 30, 2009, and the respective changes in financial position and cash flows for
the year then ended, in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated March 30, 2010, on our
consideration of the Esparto Community Service District’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regufations, contracts, and grant agreements and other matiers.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internai control over financial
reporting of on compliance, The report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis information and the supplemental information are not a required part
of the basic financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted principally
of inquires of management regarding the methods of measurement and presentation of the reguired
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively

comprise Esparto Community Service District’s basis financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of
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INDEPENDENT AUDITOR'S REPORT
Continued

Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
also not a required part of the basic financial statements of Esparto Community Service District. The combining
and individual nonmajor fund financial statement and the schedule of expenditures of federal awards have been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Zach Pehling
Certified Public Accountant
Master of Business Administration
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ESPARTO COMMUNITY SERVICES BISTRICT

Management’s Discussiosn and Analysis
For the Year Ended June 30, 2009

The discussion and analysis of the Esparto Community Services District’s (the District} financial
activities for the fiscal year ended June 30, 2009, is as follows. Please review it in conjunction with
the District’s basic financial statements.

FINANCIAL HIGHEIGHTS

The District provides water, sewer, and lighting services to the community of Esparta. Commercial
and residential units pay a fee based on vsage of water and sewer, In addition they are charged a
fee to provide street lighting to the community of Esparto. Due to new construction and population
growth the District has been working towards increased service capacity with numerous capital
nrojects being started. To fund these operations the District has raised mointhly fees, which have
resylted in an increase in operating revenues.

The District’s financial statements are prepared on the accrual basis of accounting in accordance
with generally accepted accounting principles set forth by the Governmental Accounting Standards
Board. The District is structured as an enterprise fund. The District’s revenues are recognized when
earned, not when received. Expenses are recognized when incurred, not when paid. Capital assets
are capitalized, and are depreciated over their useful lives.

The District was awarded a Federal USDA loan to pay for water and sewer capacity expansion. As
such the District has used the money o pay for 5,253,859 of canstruction-in-progress.

During the audit year, the district has increased its equipment available to grovide future services hy
$2,742,395. To accomplish this expansion the District relied on the loan from the USDA, which
allowed the district to reptenish S 305,787 of its cash reserves.

Capital Assets Availahle — 2008 54,739,087
Capital Assets Availahie — 2009 7,481,182
Increase in Capital Assets Available — 2009 $2,742,395
Cash Available — 2008 S 725,046
Cash Available — 2009 1,030,833
Increase in Cash Availahle - 2009 ;5__::3%;7&7__



ESPARTO COMMUNITY SERVICES DISTRICT

Management's Discussion and Analysis
For the Year Ended june 30, 2009

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an iniroduction to the District’s basic financial
statements. The District’s basic financial statements are comprised of three statements (1) Net
Assets, [2) Activities, and 3} Cash Flow, as well as Notes 1o the Financial Statements. This report alsa
contains supplermentary information in addition to the basic financial statements themselves.

The District’s financial statements report information about the District as a whole using accounting
methods similar to those used by private-sector companies. The staterment of net assets includes all
of the District’s assets and liabilities, All of the current year’s revenue and expenses are accounted
for in the statement of activities regardless of when cash is received or paid.

Net assets, the difference between the District’s assets and liahilities, are one way to measure the
District’s financial health or position. Qver iime, increases or decreases in the District’s net assets
are an indicator of whether iis financial health is improving or deteriorating, respectively.

The District is responsible for ensuring that the assets reported in their funds are used for their
intended purposes. The District’s net assets have increased by 571,009 in the 2009 fiscal year as
found in the statement of Net assets.

Net Assets — 2008 $3,266,646
Net Assets — 2009 3,337,655
increase in Net Assets — 2009 $Z21,009

Matching the revenues and expenses of all of the Districts activiifes for the fiscal year shows the
District is limiting expenses to current revenues, acquiring capital assets, paying debt, as well as
accumulating a reserve of cash, for the 2008 fiscal year as calculated on page eight and nine in the
statement of activities.

Observing the cash flow and cash balances at the District’s year-end shows the funds available 1o
meet the current year operating needs, retirement of debt as well as funds available to meet
capacity expansion and equipment replacement as found on page ten and eleven in the statement
of cash fiow.

REQUESY FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances for all
citizens, taxpayers, customers, investors, and creditors. Questions concerning any of the
information provided in this report or requests for additional information should be addressed to
the Esparto Community Services District, PO Box 349, Esparto, California 05627,

a1



ASSETS

Current Assets:

Funds on Deposit, County of Yolo
Funds on Depesit, Bank
Undeposited Funds

bmprest Cash

Accounts Recejvabie

Total Current Assets

Capital Assets:
Land
Improvements other than Building
Sewer Construction-in-Progress
Water Construction-in-Progress
Buildings and lmprovements
Eaguipment

Canpital Assets

Less: Accumulated Depreciation
Total Capital Asssts

TOTAL ASSETS

ESPARTO COMMUNITY SERVICE DISTRICT

Statement of Net Assets

June 3¢, 2009

Jun-09
Memorandum

466 2469 470 471 472 47 Only
$ 394,993 5 541,864 S - S (44,254) ¢ 81,573 S § 973,977
32,237 - - 32,237
23,869 - - - - 23,569
750 - - - - 750
32,799 - - 74,438 - 107,238
A4 648 541,864 - 29,084 81,573 1,138,070
287,475 - - - - 287,475
8,489 - - - - 8,489
1,348,655 - - - 1,349,655
3,904,204 - - - - 3,004,204
2,496,657 - - - - 2,196,657
299 481 - - - - 299,481
8,345,361 - - - - 8,345,861
(864,479) - - - - (864,479)
7,431,482 - - - - 7,481,482
7,966,130 S41,864 - 29,984 81,573 3,619,552

"The accomnanying nocizs zre an megral part of these financial siatemarnts.”



LIABILITIES AND FUND EQUITY

Current Liabilities:
Accounts Payable

Accrued Expenses

Notes Payabie - Current Portion
Total Corrent Liabilities

LONE- L Erm LIZRIITES:
Noies Payable

{Less) Current Portion
Total Long-Term Liabilities
TOTAL LEABILITIES

MEY ASSETS

Investment in Capital Assets Net
of Related Debt
Undesinated:

Designated

TOTAL NET ASSETS

ESPARTO COMMUNITY SERVICE DESTRICT

Statement ¢f Net Assets
june 30,2009

Jun-09

Memorandum

466 485 4705 471 472 473 Only
34,572 S - 5 - $ 29012 10,634 5 5 74,318
66,564 - - - - 65,564
113,337 - - - - 113,337
314,573 - - 25,012 10,634 254,212
5,143,015 - - - - 5,143,015
{113,337} - - - - (113,337
5,027,673 - - - - 5.027,678
5,242,251 - - 29,012 10,634 5,281,897
2,340,467 - - - - 2,340,467
33,119 541,864 - - 574,883
350,293 - - 25,984 81,573 461,851
2,723,878 S 541,864 5 S 29,984 81,573 s 5 2,377,300

"The stcomapanying noies ara anmiegral part of these tinancial stateimsenis”



REVENUES:

Taxes

Development Fees

Interest

Lighting Servica

Sewel Service

Water Service

Penalties, Interest, & Gther

TOTAL REVENUES

EXPENDITURES:

interast
Depreciation
Sataries and Benefits
Services and Supplies
Maintenance
Miscellarneous

TGTAL EAPENDITURES

ESPARTGC COMMUNITY SERVICE DISTRICT

Statement of Activities
For the Year-Ended
June 30, 2009

Jun-09
Memorandum

4686 469 470 471 472 473 Only
S 49,621 ¢ - S - S . s - - S 49,631
- 54,578 - - - - 54,5759
15,279 {261} - 21,076 4,033 - 1,133
19,684 - - - - 13,534
395,132 - - - - 385,132
£05,204 - - - - - 505,204
27,222 - - - - 27,222
1,113,151 54 318 - 21,076 4,039 - 1,182,585
9,527 - - - - 95,107 9,527
5,498 - - - - §5,498
509,948 - . - - - 509,948
224,378 - - 3,754 3,477 - 294,378
72,535 - - - - 74,535
47,353 - - - - - 47,353
1,519,238 - 3,754 3.477 95,107 1.019,238

"The accompanying notes ars an integral part of theee financial sielemants.”



ESPARTG COMMUNITY SERVICE DISTRICT
Statement of Activities
For the Year-Ended
Jupe 30, 2008

Jun-09
Memorandum
4686 468 470 471 472 473 Only
Excess of Revenues Over
{Under} Expenditures 93,514 54,318 - 17,322 562 {95,107) 166,116
Fund TransTer [428,865) 545,593 {56,289) {263,335] 206,749 85,107 (95,107)
MNET CHANGE IN NET ASSETS {334,951 501,011 156,285) {2346,072) 207,311 - 71,009
MET ASSETS, BEGINNING OF YEAR 3,058,820 {58,147) E6,289 347,046 (136,372 - 3,266,646
MET ASSETS, END OF YEAR § 2,723,578 S 541,864 5 - ) 973 & 70,539 5 - S 3,537,655

"The accompanying notes are an integral pan of these financial statemenis”

S



ESPARTO COMMUNITY SERVICE DISTRICT

Statement of Cash Flow
For the Year-Ended
June 302, 20069

Jun-59
Memorandum
485 459 470 a7 473 Only

CASH FLOWS FROM CPERATING ACTIVITIES:

Cash Recaived from Develapmeant Faes S - 5 54,575 $ N 4 i} 5 54,579

Casti Receivad from Charges for Sarvice 10G84,659 - - - 1,084,699

Cash Received from Penalties & Interest 27,222 - - - 27,242

Deduct: Cash paid for Opersting Expenses (1,644,678} - - (1,044,673)

NET CASH FLOWS FROM OPERATING ACTIVITIES 67,242 54,579 - - 121,822
CASH FLOWS FRONM CAPITAL AND RELATED FINANCING ACTIVITIES

proceeds from Loans - - - 754,037 - 3,182,055

pPayment on Principle on Notes Pavabie 148,76Z) - - (1&8,107) {216,859)

purchase of Cagital Assels {233,285 ,490,588) - (2,87%,508)
NET CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES  {282,048) - - 303,448 [168.107) 12,872,508)
£ASH FLOWS FRONM NONCAPITAL FINANCING ACTIVITIES

Cash Transferred Between Funds 195,049 543,620 i56,289) (208,399; 163,107 -

eroperty Tax Receipts 49,631 - - - - 49,631
HET CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES 247,680 543,620 56,229} {808,359! 168,107 45,631
CASH FLOWS FROM INVESTING ACTIMITIES

Imierest Receipts 16,279 261 - 21,076 41,655
NET CASH FLOWSE FRGIVE INVESTING ACTIVITIES 16,275 261 - 21,079 - 41,655
NET iNCREASE [DECREASE] B CASH 39,154 508,460 (54,289 (483,874) - 305,786
CASH, _BEGINNING OF YEAR 402,695 (56,505 56 789 432,420 . 735,046
CASH, END OF YEAR 3 451,249 5 541,864 4 3 {34454) & 5 5 1,030,232

"Thg accompenying noles it ing Inancidl sielemenis are an inlegial pan o this statement.




ESPARTO COMMUNITY SERVICE DISTRICT
Notes to Financial Statements
june 30, 2069

NOTE 1;: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Esparto Community Service Oistrict (the District) have been prepared
in conformity with generally accepled accounting principles (GAAP) as applied to government units.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setiing body for
establishing governmental accounting and financial reporting principles. The mere significant of the
District's accounting policies are described below.

A. Description of the Reporting Entity

The District was established on August 18, 1969 to replace the Esparto Sanitary Seyvice District and
the Yolo Water Warks District No. 1. The District operates under section $1000 et. seq. of the
California State Government Code. The District is located in the western section of Yolo Couniy, and
provides water, sewer, waste disposal, and lighting service to the community of Esparto and
surrounding areas.

The District is a governed entity adminisiered by a Board of Directors (Board) that acts as the
authoritative and legislative hody of the entity. The Board is comprised of five board members who
are elected by voters living within the District’s boundaries. Elections are held within the Board to
appoint the President. The President’s responsibilities are to preside at all meetings of the Board;
be the chief officer of the District; perform all duties commonly incident to the position of presiding
officer ot a board, commission, or business organization; and exercise supervision over the business
of the District, its officers, and its employees. Board of Directors is comprised of the following
members as of:

June 30, 2009

Terrie Buenao, Director
Barry Pomeroy, Director
Joseph Moreland, Director
Laurel Kieny, Director
Vacant, Director

The accompanying generai-purpose financial statements comply with the provisions of GASE
Statement No. 14, “The Financial Reporting Entity,” in that the financial statements include all
arganizations, activities, and functions that comprise the District. Component units are legally
separate entities for which the District (the primary entity] is financially accountable. Financial
accountability is defined as the ability to appoint a voting majority of the organization’s governing
body and either (1) the District’s ability to impose its will over the arganization or (2) the potential
that the organizatiot will provide a financial berefit to, or impose a financial burden on, the District,
Using these criteria, the District has no component uniis.

B. Basis of Presentation of Government-wide Finangjal Statements

The statements of net assets, activities, and cash flows dispiay infarmation about the primary
government, the District. These statements include all the financial activities of ihe overall District
activities.



ESPARTO COMMUMITY SERVICE DISTRICT
Notes to Financial Statements
June 30, 2609

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

B. Basis of Presentation of Governrnent-wide Financial Statements - continued

The statement of activities presents a comparison between direct expenses and program revenues
for each function of the District’s governmental activities demonstrating the degree to which the
direct expenses of a given project are offset by project revenues. Direct expenses are those that are
specifically assodiated with a program or function and therefore, are clearly identifiable to a
particular function or segment. Program revenues include (1) charges pald by the recipients of
services offered by the program and (2) grants and contributions that arc restricted to mecting the
operational or capital requirements if a particular program. Revenues that are not classified as
prograin revenues, including taxes and development fees are presented instead as general
revenues.

C. Basis of Accounting — Measurement Focus

The financial statements are reported using the accrual basis of accounting and the ecanomic
recourses measurement focus. Revenues are recorded when a liahility is incuired, regardiess of the
timing of the related cash flows. Grants, entitlements, and similar items are recognized as revenue
as soon as all eligibility requirements imposed by the provider have been met. Taxes and interest
associared with the current fiscal period are all considered being susceptible to accrual and so have
heen recognized as revenues of the current fiscal period,

Fund Accounting — The District uses funds to maintain its financial records during the year. A fund is
defined as a fiscal and accounting entity with a self-halancing set of accounts. The District only uses
governmental funds.

Governmental Funds — Governmental funds are those through which most governmental functions
typically are financed. Governmental funds reporting focuses on the sources, uses, and balances of
current financial resources. Expendahle assets are assigned to various governmental funds
according to the purpose for which they may or must be used. Current liabilities are assigned to the
fund from which they will be paid. The difference between governmental assets and liahilities is
reported as net assets. The District reports using the major governmental funds of enterprise fund.

Enterprise Funds — The enterprises funds are used to account for all the financial resources oi the
District. The enterprise fund balance is available to the District for any purpose, provided it is
expended or transferred according to the general laws of Calitornia and the bylaws of the Districi.
The District maintains separate funds for General {466), Development Fees (469), Loan
requirements (470}, USDA water loan (471), USDA sewer foan {472} and USDA repayment (473).

Exchange and Non-[xchange Transactions of Revenues — Revenue resulting from exchange
transactions, in which each party gives and receives essentially equal value, is recorded on the
accrual basis when the exchange takes place. Non-exchange transactions, in which the District
recefves value without directly giving value in return, include faxes and donations. Revenues are

12



ESPARTO COMMUNITY SERVICE DISTRICT
Netes to Financial Statements
June 3¢, 2009

NOTE 1; SUMMARY GF SIGNIFICANT ACCOUNTING POLICIES - continued

€. Basis of Accounting — Measurement Focus — continued

recognized when susceptible to accrual, when they become both measurable and available,
Measurable means the amount of the transaction can be determined and available means
collectible within the current period or soon enough thereafter to he used to pay liabilities of the
current period. The District considers property taxes as available if they are collected within 60 days
atter year-end. The assessor of the County of Yolo determines the assessed valuations of such
property and the tax collector of the County collects the taxes. On an accrual basis, revenue from
grants and denations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Fligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the fiscal year when use is first permitted, matching
requirements, in which the District must provide local resources to he used for a specific purpose,
and expenditure requirements, in which the resources are provided to the District on a
reimbursement basis.

Expenses/Expenditures- On an accrual basis of accounting, expenses are recognized at the time they
are incurred.  The measurement focus of governmental fund accounting is on decreases in net
financial resources (expenditures) rather than expenses. Expenditures are generaily recognized in
the accounting period in which the related fund hahility is incurred, if measurable.

E. Funds on Deposit, County of Yolo and Bank

The District maintains its cash in a pool managed by the County of Yolo Treasury. The County
Treasury, in turn, invests its cash with the State of California in the local agency investment fund as
well as other banking institutions. The District does not own any specific identifiable investments in
the pool. The risk of loss is nvinimal. The district also has funds in a commercial bank for timely
deposits, but ultimately all money is eventually deposited with the County.

F.__Accounts Receivahle

Accounts receivable are recorded at their gross value, where appropriate are reduced by the portion
that is considered uncollectable. Accounts receivable consists primarily of service fees that have
hean billed but not paid as of year-end. Management believes its receivables to be fully collectable
and, accordingly no allowance for doubtful accounts is necessary.

G, Accounts Payable

On an accrual basis, expenses are recognized in the fiscal year in which the goods or services are
received. Payables are liabilities of the District hased upon current year charges for goods or
sarvices received but nat paid in the current year.



ESPARTO COMMUNITY SERVICE DISTRICT
Notes to Financial Statemments
June 30, 2009

NOTE 1; SUMMARY OF SIGMIFICANT ACCOUNTING POLICIES - continued

H. Fixed Assets

General capital assets generally result from expenditures in the governmental funds. All capital
assets are capitaiized at cost (or estimated histarical cost} and updated for additions and
retirements during the year. Improvements are capitalized; the cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend the asset’s life are not. The
assets are depreciated over their astimated useful life, ranging from 5 to 75 years.

The tollowing is a schedule of the District’s general fixed assets and the activity incurrad during the
yvear ended Jupe 30, 2009,

. Long-Term Debt

The following is a summary of the long-term liability transactions for the year ended June 30, 2009:

Ralance at Balance at
June 30, June 30,
2008 Additions _(Deletions) 2009

Notes Payable - CDBG 5 67,917 § - s {5,970) 5 61,947
Notes Payable - Bank of West 19,946 - {6,597) 13,349
USDA Water Loan 1,789,963 1,794,037 {59,000) 3,525,000
USDA Sewer Loan 80,744 1,388,018 (14,000) 1,454,762
Capital Leases 112,137 - (24,_3__7__2)ﬁ_ _ 8b,585
Total Long-Term Liabilities S 2,071,196 5 3,182,055 _ s {133,553) 5 2,071,196

J. CDBG Loan Pavable

in Miay of 2003 the District Obtained a Community Developmeit Block Grant{CDBG) loan from the
County of Yolo in the amount of $ 20,748 to help finance the purchase of eguipment and the
installation of a new sewage lift station. The term of the loan is fifteen years, with payments being
deferred for one year from the date of closirg. Interest will be paid at 3% per annum.

As of June 30, 2003, annual debt service requirerents to maturity are as follows:

2009
Current Portion Due S 5,989
Long-Term Portion Due 55,958
Total Due 561,947



ESPARTO COMMIUNITY SERVICE DISTRICT
Noteg to Financial Statements
June 34, 2009

NOTE 1. SUMMARY OF SIGMNIFICANT ACCOUNTING POLICIES — continued

K. RCAC Loan Payable

In June of 2004, the District obtained two bridge loans from the Rural Community Assistance
Corparation {RCAC), a loan for the Esparto Water Impravement Project and a loan for the Esparto
Sewer Improvement Project. The District was approved for § 50,000 for each loan. However, as of
June 30, 2009, only 549,414 had been borrowed for the Esparto Sewer Improvement Project ancl
547,808 for the Esparto Water Improvement Project. The Interest rate on these loans is 5%. The
loans matured on June 1, 2007 at which time the total amount due was due to be paid. The loans
were rapaid in 2008.

As of June 30, 2009, annual debt service requirements to maturity are as follows:

Current Portion Due 5___,*;
Total Due S~

L. Bank of West Loan Payable

In February of 2007 the District obtained a loan from Bank of the West for the purchase of a 2005
Ford Truck. The term of the loan is five years, interest will be paid at 8.24% per annum.

As of June 30, 2009, annual debt service requirements to maturity are as follows:

2009
Current Portion Due S 7,236
Long-Term Portion Due 6,113
Total Due $13.349

M. Capital Lease

In April of 2002 the District leased » 500,000 gallon tank and related eguipment. The first paymeni
was due on October 13, 2002. The asset and related ohligation have been recorded using the
interest rate implicit in the lease. The lease expires on October 13, 2011. The cost of the tank and
related equipment js $250,000.

As of June 30, 2009, annual future minimum lease payments are as follows:

2009
Current Portion Due $ 27,160
Long-Term Portion Due 59,485
Total Due 586,585



ESPARTO COMMUNITY SERVICE DISTRICT
Wotes to Financial Statements
June 30, 2009

NOTE 1: SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES — continued

N. USDA Water Loan

In February of 2008 the District received a USDA Loan to contruct expanded water facilities. The
amount of the loan is not to excead § 3,584,000, As of June 30, 2009 the District has drawn down
£3,584,000 of this loan.  The first payment is due on February of 2009. The term of the loan is
twenty years. {nterest will be paid at 4.125% per annun.

As of lune 30, 2009, annual future minimum lease payments are as follows:

2009
Current Portion Due S 59,000
Long-Term Portion Due 3,466,000
Total Due 63,525,000

0. USDA Sewer Loan

In February of 2008 the District received a USDA Loan to construct expanded water facilities. The
amount of the loan is not to exceed $ 1,579,000, As of June 20, 2009 the District has drawn down
S 1,468,762 of this loan.  The first payment is due on February of 2009. The term of the loan is
twenty years. Interest will be paid at 4.125% per annum.

As of June 30, 2009, annual future minimum payments are as follows:

2009
Current Portion Due 14000
Long-Term Portion Due 1,440,762
Tatal Due $1.454,762

P. Accrued Expenses

The District allows it employaes to accumulate up 1o 280 hours of vacation and sick leave. Any
accumulated sick leave is paid-out to employees at their most recent rate of pay upon termination.
The District records a liability for compensated absences based upon total accumulated vacation
and sick leave hours.

16



ESPARTO COMMUNITY SERVICE BISTRICT
Mates to Financial Staiements
June 338, 2009

MNOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

P. Met Assets

The District’s net assets represent the difference between its assets and liabilities in the statement
of net assets. Net assets are reported as restricted when there are legal limitations imposed on
their use by their source. Portions of the unreserved net assets or fund balance may be designated
to indicate tentative plans for financial resources utilization in a fuiure period, such as for general
contingencies, purchase of capital assats, or debt service. Such plans or intent are subject to change
and may never be legally authorized or result in expendiiures,

Q. Property Tax Revenue

Yolo County, through the Auditor-Controiler’s Office and the Treasury-Tax Collector, is responsihle
for collecting and distributing property taxes according to the alternative method of distributing
knownin as the Teeter Plan. Under the Teeter Plan, the current year’s secured property tax levy is
distributed to participating agencies with the County without consideration of whether the tax has
been collected.

R._Estimates
The preparation of financial statements in conformity with generally accepted accounting principies
requires management to make estimates and assumptions that affect the amounts reported in the

financial statements and accompanying notes. Aciual results may differ from those estimates.

NOTE 2: RISK MANAGEMENT

"

The District is exposed to various risks of loss related to torts; damage to, and theft or destruciion of
assets; errors and omissions; injuries to employees; and natural disasters, During 2009, the District
contracted with private insurance agencies for liability, property, crime damage, and employee and
director insurances.

NOTE 3: DEFINED BENEFIT PENSION PLAN

The Esparto Community Service District District contribiutes to the Calitornia Public Employees
Retirement System (PERS), an agent multiple-employer public employee retirement system that acts
as a commaon investment and administrative agent for participating public entities within the State
of California. The benefits for the public agencies are established by coniract with CalPERS in
accordance with the provisions of the Public Employee Retirement Law. CalPERS issues & publicly
availahie Comprehensive Annual Financial Report that includes financial statementis and required
supplementary information. A copy of that report may hie obtained by writing to CaiPERS, Central
Supply, P.O. Box 342715, Sacramento, CA942729-2715.

I/
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NOTE 4: CONTIGENCIES

As of June 30, 2009, the District did not have any pending [itigation or potential nondisciosed
liabilities that imanzgement believes would have a material effect on the financial staterments.
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Zach Pehling, Certified Public Accountant, Master of Business Administration

March 30, 2010

To the Board of Directors

Esparto Community Service District
PO Box 349

Esparto, CA 95627

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT

AUDITING STANDARDS

We have audited the financial statements of Esparto Community Service District as of and for the
year ended June 30, 2009, and have issued ocur report thereon dated March 30, 2010. We
conducted our audit in accordance with auditing standards geﬁera”y accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether Esparto Community Service’s general-
purpose financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts.
However, praviding an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an gpinion. The results of gur tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing Standards.

internal Control Over Financial Reporting

In planning and performing our audit, we considered Esparto Community Service's internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Qur consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of
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Page 2
Board of Directors
Esparto Community Service District

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

{continued)

performing their assigned functions. We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

This report is intended solely for the informaticn and use of the audit committee, management,
others within the organization, and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Zach Pehling

Certified Public Accountant
Master of Business Administration
March 30, 2010
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Zach Pehling, Certified Public Accountant, Master of Business Admuinistration

March 30, 2010

Esparto Community Service District

PO Box 349
Esparto, CA 95627
REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJIOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE WITH OMB CIRCULAR A-133
Compliance

We have audited the compliance of Esparto Cornmunity Service District with the types of compliance
requirements described in the U.S. Dffice of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2009.
Esparto Community Service District's major federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs
is the responsibility of Esparto Community Service District's management. Cur responsibility is to
express an opinion on Esparto Community Service District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether non-
compliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal pragram occurred. An audii includes examining, on a test basis,
evidence about Esparto Community Service District's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination
of Esparto Community Service District's compliance with those requirements.

In our opinion, Esparto Community Service District complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2009.
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Internal! Control Over Compliance

The management of Esparto Community Service District is responsibie for establishing and maintaining
effective internal control over compliance with the requirements of {aws, regulations, contracts, and
grants applicable to federal programs. In planning and performing our audit, we considered Esparto
Community Service District's internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on the internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
the internal control that might be material weaknesses. A material weakness is a reportable condition
in which the design or operation of one or more of the internal control compenents does not reduce to
a relatively low level the risk that noncompliance with applicable requirements of laws, regulations,
contracts, and grants caused by error or fraud that would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal
control over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the audit committee, management, and
federal awarding agencies and pass through entities and is not intended to be and should not be used by
anyone other than these specified parties.

Zach Pehling

Certified Public Accountant
Master of Business Administration
Kelseyville, California

March 30, 2010
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ESPARTO COMMUNITY SERVICE DHSTRICT
Scheduie of Expenditures of Federal Awards
For the Year-Ended

June 30, 2009
Pass-Through
Grantor/Pass-Through Federal CDFA Entity ldentifying Guaranteed
Grantor/ of Program Title Number Number Loan Amount Expenditures
FEDERAL AWARDS:

UNITED STATES DEPARTMENT
OF AGRICULTURE RURUAL
DEVELOPMENT FARM SERVICE

AGENCY 10.760 1300835 S 3,584,000 S 1,794,037

UNITED STATES DEPARTMENT
OF AGRICULTURE RURUAL
DEVELCPMENT FARM SERVICE

AGENCY 10.760 1300825 1,575,000 L[,388,018

Total Federa! Awards $ 5,163,000 S 3,182,055




ESPARTO COMMUNITY SERVICE DESTRICT

Schedule of Fiadings and Questioned Costs

For the Year-Ended
june 30, 2009

ECTION1-SITMMARY OF AUDITOR'S BESULT

Financial Stafements

Type of auditors report issued:
Internal control over financial repoirting:
Material weakness(es} identified?
Reportable condition(s) identified thai are not
considered to be material wealkness{as)?
Norcompliance matarial to financial statements noted?

Federal Awards

Internal Control over major programs:
Material weakness{es} identified?
Reportable condition(s) identified that are not

considered to be material weakness{es)?

Type of auditors report issusd on compliance for major
Programs:

Any audit findings disciosed that are required to he reported in
accordance with section %10(a) of Circular A-1337

ldentification of Major Prosrains

10.760

Doltar threshold used to distinguish between type A and
type B programs:

Auditer qualitied as low risk audii?

Finangial Statements

Internal control over major programs:
Material weakness(es) identified?
Reportable condition{s} identified that are not
considered to be material weakness(es)?
Type of auditors report issued on compliance for major

prograns:

SECTION N FINANCIAL STATEMENT FINDINGS
None

SECTION Iil - FEDERAIL AWARD FINDEINGS AND
Mone

PRIOR-YEAR FINDINGS AND RECOMMENDATIONS
None

Ungualified

. yes ¥ no

yes v oo

o yes ¥ e

yaes 1o

yas v ro
Ungualitied

yes v i

Name of Fedaral Program or Clusier
Water and Waste Dispasal

5300,000

_oyes Y oo
B _oyes v _no
_ _oyes v N
Ungualitied



