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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Spalding Community Services District
Spalding, California

Report on the Financial Statements

We have audited the accompanying financial statements of the enterprise activities and the
governmental activities of Spalding Community Services District, as of and for the year ended
June 30, 2017, 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 in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express 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 and the State Controller’s
Minimum Audit Requirements for California Special Districts. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.



Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the enterprise activities and governmental activities of Spalding
Community Services District as of June 30, 2017, and the respective changes in financial position
and, where applicable, cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America, as well as the accounting systems
prescribed by the State Controller’s Office and State Regulations governing Special Districts.

Other-Matters
Required Supplementary Information

The Management’s Discussion and Analysis is not a required part of the financial statements but is
supplemental information required by the Government Auditing Standards Board. Management has
elected to omit the Management’s Discussion and Analysis.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The supplemental information listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements.

The information has been subjected to the auditing procedures applied in the audit of the financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 3, 2018 on our consideration of the District’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the District’s internal
control over financial reporting and compliance.

T, koo A et Crs

Citrus Heights, California
January 3, 2018



SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF NET POSITION AND GOVERNMENTAL FUND BALANCE SHEET

June 30, 2017

Governmental Enterprise
Fund Fund
Fire and Marina Sewer
ASSETS
Statement
General of Net
Fund Adjustments _Position Total
Current assets:
Cash and investments
(Note 3) $ 75,630 $ - $ 75630 $ 46,752 § 122,382
Accounts receivable - - - 13.674 13,674
Total current assets 75.630 - 75.630 60.426 136,056
Capital assets, at cost
(Note 5): - 5,947,588 5,947,588 13,398,338 19,345,926
Less, accumulated
depreciation - 1.410.715 1.410.715 3.805.580 5,216,295
= 4,536,873 4,536,873 9.592.758 14.129.631
Restricted cash (Note 4) 106.796 - 106,796 433.898 540.694
$_182426 $4.536.873 $4.719.299 $10.087,082 $14.806,381

See notes to financial statements
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Governmental Enterprise

Fund Fund
Fire and Marina Sewer
LIABILITIES AND NET POSITION
Statement
General of Net
Fund Adjustments _ Position Total
Current liabilities:
Accounts payable P A TSNS - S m5iRi1iSES 35T % 9,332
Payroll liabilities 1.265 - 1.265 995 2.260
Total current liabilities 7.080 - 7.080 4.512 11.592
Fund balances (Note 6):
Restricted - - -
Committed 108,008 ( 108,008) -
Unassigned 67.338 ( 67.338) -
Total fund balances 175346 ( 175.346) -
Total liabilities and
fund balances $_182.426
Net position (Note 6):
Net investment in
capital assets 4,536,873 4,536,873 9,592,758 14,129,631
Restricted - - - -
Unrestricted 175,346 175.346 489.812 665.158
4712219 4712219 10.082.570 14.794.789

$4,536,873 $4,719,299 $10,087.082

$14,806,381



SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF ACTIVITIES AND CHANGES IN NET POSITION
for the year ended June 30, 2017

Program Revenues

Functions/Programs
Primary government: Charges for ~ Grants and
Expenses Services ~ Contributions
Governmental activities: :
Fire $ 70,718 $ 28,020 $ 30728
Marina 85.398 5.336 -
Total governmental activities 156,116 33.356 3.728
Business-type activities:
Sewer 622.564 201,921 -
Total business-type activities 622,564 201,921 -
Total primary government $_778.680 $0235:277 03728
General revenues:
Property taxes
Interest income
Other
Donations

Total general revenues
Changes in net position
Net position — beginning

Net position — ending

See notes to financial statements
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Net (Expense) Revenue and Changes in Net Position

Primary Government

Governmental Business-type
Activities Activities
$( 38,970)

(_80.,062)

(_119.032)
= $(__420.643)
- (_420,643)

(119.032) (420.643)
38,996 26,138
1,925 5,841
9,546 -
3.834 -
54.301 3115979

( 64,731) ( 388,664)

4,776,950 10,471,234

$4,712.219 $10,082,570

Total

$( 38,970
(_ 80.062)

(_119.032)

(_420,643)
(__420.643)
(_539.675)

65,134
7,766
9,546

3.834

86.280
( 453,395)
15,248,184

$14,794.789



SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
ENTERPRISE FUND - SEWER
for the year ended June 30, 2017

Operating revenues:

Sewer service fees $_ 201,921
Total operating revenues 201,921

Operating expenses:

Salaries and benefits Heo (05787

Communications 5,853

Insurance 10,984

Maintenance 7,788

Spec. dept. 8,162

Utilities 6,451

Admin’t transfer 86,195

Depreciation 435,544

Memberships 13952

Bad debt 15337

Household 1,015

Rent 575

Other 9.971

Total operating expenses 622,564

Operating income (loss) ( 420,643)
Non-operating revenues (expenses):

Property taxes 26,138

Interest income 5.841

8113979

Income (loss) before contributions ( 388,664)
Capital contributions -
Changes in net position ( 388,664)
Total net position:

Beginning, as restated (Note 7) 10,471,234

Ending $10,082,570

See notes to financial statements
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SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF CASH FLOWS — ENTERPRISE FUND - SEWER
for the year ended June 30, 2017

Cash flows from operating activities:

Receipts from customers $ 190,278

Payments to suppliers E599793)

Payment to employees (_50,736)
Net cash provided by operating activities 39,749

Cash flows from noncapital financing activities:
Receipts from property taxes and other
nonoperating income 26,138

Cash flows from capital and related financing

activities:

Purchase of capital assets $( 43,337)

Other (_28.610)

( 71,947)
Cash flows from investing activities:

Interest income 5.841
Net decrease in cash and cash equivalents ( 219)
Cash at beginning of year 480.869
Cash at end of year $_480.650

See notes to financial statements
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SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF CASH FLOWS — ENTERPRISE FUND — SEWER, continued
for the year ended June 30, 2017

Reconciliation of operating income (loss) to
net cash provided by operating activities:

Loss $( 388,664)
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation expense $ 435,544
Changes in operating assets and liabilities:
Receivables ( 11,643)
Prepaids -
Accounts payable 35l
Accrued liabilities 995
428.413
Net cash provided by
operating activities $_ 39.749

See notes to financial statements
-8-



SPALDING COMMUNITY SERVICES DISTRICT

STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES

AND EXPENDITURES — FIRE DEPARTMENT
for the year ended June 30, 2017

General Statement of
Fund Adjustments Activities
Program expenditures/expenses:
Public protection $ 39,495 $ - $ 39,495
Support services - - -
Capital outlay 34,051 ( 34,051) -
Depreciation - 812223 31,223
Total program expenditures/
expenses 73.546 (5002:828) 70.718
Program revenues:
Charges for services 28.020 - 28.020
General revenues:
Property taxes 38,996 - 38,996
Interest income 1,884 - 1,884
Rents & concessions 1,580 - 1,580
Grant income 3,728 - 3,728
Miscellaneous 6,734 - 6,734
Donations 3.834 - 3.834
Total general revenues 56,756 - 56.756
Excess of revenues over (expenditures)/
change in net position $__11.230 $__ 2.828 $__ 14,058

See notes to financial statements
-9-



SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES AND EXPENDITURES

Revenues:
Property taxes
Interest income
Rents & concessions
Grant income
Miscellaneous
Charges for services
Donations

Total revenues

Expenditures:

Salaries and benefits
Clothing and personal
Communications
Food
Household
Insurance
Mtce. — equip.

— vehicles

— bldgs.
Medical supplies
Memberships
Office
Postage
Professional services
Publications
Rent
Small tools
Spec. Dept.
Travel
Conferences/training

BUDGET AND ACTUAL
FIRE DEPARTMENT
for the year ended June 30, 2017

Favorable/
(Unfavorable)
Budget Actual Variance
$ 34,798 $ 38,996 $ 4,198
225 1,884 1,659
1,320 1,580 260
12,054 3,728 ( 8,3206)
7,050 6,734 ( 316)
- 28,020 28,020
- 3.834 3.834
55,447 84.776 29.329
59,214 28,524 30,690
650 250 400
7,630 53125 2,505
1,100 1,930 ( 830
1,450 1,896 (  446)
17,720 11,503 6,217
1,950 974 976
3,550 7,529 ( 3,979)
1,100 3,836 ( 2,736)
1,050 486 564
1,825 400 1,425
1,250 617 633
450 652 (55202)
29,550 38,472 ( 8,922)
500 1,312 ( 812)
1,740 1,435 305
13,860 13,433 427
2,970 2,919 51
1,750 150 1,600
650 296 354
(continued)

See notes to financial statements
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SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL, continued
FIRE DEPARTMENT
for the year ended June 30, 2017

Favorable/
(Unfavorable)
Budget Actual Variance
Expenditures (continued):
Utilities $ 3,630 $ 3,920 8( 290)
Capital outlay 15,000 34,051 ( 19,051)
PTA fee - 31 ( 31)
Admin transfer (in)/out 17.369 ( 86.195) 103,564
Total expenditures 185.958 73.546 112,412
Excess of revenues
over (expenditures) $(130,511) $_11.230 $_141,741

See notes to financial statements
18



SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND REVENUES
AND EXPENDITURES — MARINA

for the year ended June 30, 2017

Program expenditures/expenses:
Recreation
Support services
Capital outlay
Depreciation

Total program expenditures/
expenses

Program revenues:

Charge for services

General revenues:
Interest income
Miscellaneous

Total general revenues

Excess of revenues over (expenditures)/
change in net position

See notes to financial statements

General
Fund

$ 2,768

9,286

12.054

5,336

4]

1232

12273

$(__ 5.445)

i

Statement of

Adjustments Activities
$ - $ 2,768
(  9,286) -
82.630 82,630
73.344 85,398
e 5.336
- 41
= 15282
£ 1,273
$(_73.,344) $(__78.789)



SPALDING COMMUNITY SERVICES DISTRICT
STATEMENT OF REVENUES AND EXPENDITURES
BUDGET AND ACTUAL
MARINA
for the year ended June 30, 2017

(1)
Budget Actual
Revenues:
Interest income $ 41
Miscellaneous 1,232
Charges for services 5.336
Total revenues 6,609
Expenditures:
Household 221
Maint. — buildings 1,837
Professional services 146
Small tools 358
Utilities 206
Capital outlay 9.286
12,054
Excess of revenues
over (expenditures) $(_ 5.445)

(1) Note — Marina had no budget; the marina operated for only 1 month in 2016-17.

See notes to financial statements
Silak
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SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS

Organization:

Spalding Community Services District (the “District”) was formed in 1985 and provides sewer,
fire protection and recreational services to residents of the District.

The District’s financial and administrative functions are governed by a five member Board of
Directors elected by the voting population within the District.

Summary of Significant Accounting Policies:

The basic financial statements of Spalding Community Services District have been prepared in
conformity with generally accepted accounting principles as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting principles. The more significant
of the District’s accounting policies are described below.

Fund Accounting

The accounts of the District are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of
self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures or expenses, as appropriate. Government resources are allocated to and accounted
for in individual funds based upon the purpose for which they are to be spent and the means by
which spending activities are controlled.

Enterprise Funds

The Enterprise Fund is used to account for sewer operations that are financed and operated in a
manner similar to private business enterprises. The intent of the District is that the costs
(expenses, including depreciation) of providing goods and services to the general public on a
continuing basis be financed or recovered primarily through user charges.

-14-
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SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

Summary of Significant Accounting Policies, continued:

Governmental Fund

The governmental fund is used to account for all financial resources of the fire and marina
departments. This fund is also used to establish accounting control and accountability for fixed
assets of the aforementioned activities.

Fixed Assets

Fixed assets are stated at cost or estimated historical cost.

Depreciation of those assets is computed by the use of the straight-line method over the
estimated useful lives.

Maintenance, repairs and renewals of a minor nature are charged to expense as incurred. Major
repairs or renewals and betterments which extend the useful life are capitalized. Upon sale or
retirement, cost and accumulated depreciation are eliminated from the accounts and any gain or
loss on disposal is included in the statement of income and changes in retained earnings.

Basis of Accounting

The basis of accounting refers to when revenues and expenditures or expenses are recognized in
the accounts and reported in the financial statements. The accounting and financial reporting
treatment applied to a fund is determined by its measurement focus. All government funds are
accounted for using the current financial resources measurement focus. Under this
measurement focus, only current assets and current liabilities generally are included on the
balance sheet. Operating statements of these funds present increases (i.e., revenues and other
financing sources) and decreases (i.e., expenditures and other financing uses) as changes in net
current assets.

Governmental funds are maintained on the modified accrual basis of accounting. Under the
modified accrual basis of accounting, revenues are recognized in the accounting period they
become measurable and available. The District considers revenues as available if they are
collectible in the current period or soon enough thereafter to be used to pay liabilities of the
current period. Revenues considered susceptible to accrual include property taxes, interest and
certain other intergovernmental revenues. Expenditures are recognized in the accounting period
in which the liability is incurred.

-15-



SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

2. Summary of Significant Accounting Policies, continued:

Basis of Accounting, continued

Proprietary funds are maintained on the accrual basis of accounting wherein revenues are
recognized in the period earned and expenses are recognized in the period incurred. Under this
measurement focus, all assets and all liabilities associated with the operation of these funds are
included on the balance sheet. Fund equity (i.e., net total assets) is segregated into retained
earnings components. Proprietary fund-type operating statements present increases (e.g.,
revenues) and decreases (e.g., expenses) as changes in net total assets.

The District distinguishes operating revenues and expenses from non-operating items.
Operating revenues result from providing goods and services in connection with ongoing
operations; they usually come from exchange or exchange-like transactions. All other revenues
are nonoperating. Operating expenses can be tied specifically to the production of the goods
and services, such as materials and labor and direct overhead; other expenses are nonoperating.

Statement of Cash Flows

All highly liquid investments with a maturity of three months or less when purchased, are
considered to be cash equivalents.

Compensated Absences

Vested or accumulated vacation and comp. time (non-exempt employees) that is expected to be
liquidated with expendable available financial resources is reported as an expense and as a
current liability. Sick pay is not vested.

Budget and Budgetary Accounting

The Board of Directors annually adopts an operating budget. The operating budgets are
prepared on the accrual basis.

-16-



SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

2. Summary of Significant Accounting Policies. continued:

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results may differ from those
estimates.

Property Taxes

The District receives property taxes from Lassen County. Property taxes receivable are
recorded in the fiscal year for which the tax is levied based on the assessed value as of
September 1 of the preceding fiscal year. They become a lien on the first day of the year they
are levied. Secured property tax is levied on September 1 and due in two installments, on
November 1 and March 1. They become delinquent on December 10 and April 10, respectively.
Unsecured property taxes are due on July 1, and become delinquent on August 31. The District
elected to receive the property taxes from the County under the Teeter Bill Program. Under this
Program, the District receives 100% of the levied property taxes in periodic payments, with the
County assuming responsibility for delinquencies.

Cash and Investments

The District maintains cash balances with the Treasurer of Lassen County in an interest-bearing
pooled investment account. The County is authorized to deposit cash and invest excess funds
by California Government Code Section 53648 et. seq. The funds maintained by the County are
secured by federal depository insurance.

7=



SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

3. Cash and Investments:

The District had the following unrestricted cash balances at June 30, 2017:

Fire &
Marina Sewer
Petty cash $ 126 $ -
Cash with County — admin. 32,639 -
— fire 39,407 -
— recreation 2,246 -
— recreation trust 1,212 -
— sewer - 46,752
$_75.630 $_ 46,752
4. Restricted Cash:
Fire &
Marina Sewer
Fire capital improvement trust $ 106,796 $ -
Sewer capital replacement fund - 433.898
$.106.796 $_433.898

SIQE



SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

5. Capital Assets:

Changes in governmental (fire and marina) capital assets for the year ended June 30, 2017 are as
follows:

Balance Balance
6/30/2016 Additions Disposals 6/30/2017

Land & impts. ' $ 1,350,000 $ = $ - $ 1,350,000
Buildings & infras. 3,837,343 - - 3,837,343
Vehicles & other 376,108 34,051 - 410,159
Marina dredging 340.800 9.286 - 350.086

$55.904 951 8§ 143337 +°$ > $_5,947,588

Changes in enterprise (sewer) capital assets for the year ended June 30, 2017 are as follows:

Balance Balance
6/30/2016 Additions Disposals 6/30/2017

Land & impts. St b9 - $ - SS9 211
Utility plant & infras. 12,440,552 - - 12,440,552
Buildings 664,302 - - 664,302
Vehicles & other 174,273 - - 174,273

$13,398338 §$ - $ - $13,398.338

S0



SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

6. Net Position/Fund Balance:

Net position at June 30, 2017 is analyzed as follows:

Net investment in capital assets
Restricted

Unrestricted:
 Designated by Board

Undesignated

Total net position

General fund (Fire and Marina):

Total fund balances consists of:

Committed:
Recreation Trust

Fire Capital Improvement

Unassigned

Governmental

Fund

$4,536,873

108,008
67,338

$4,712.219

$ 1,212

106,796
108,008

67,338

$_175,346

20-

Enterprise

Fund Total
$ 9,592,758 $14,129,631
433,898 541,906
55.914 123.252
$10,082,570 $14,794,789
$ 1,212
106,796
108,008
67.338
$__175.346



SPALDING COMMUNITY SERVICES DISTRICT
NOTES TO FINANCIAL STATEMENTS, continued

7. Restatement:
Net position (sewer fund equity),
beginning of year, as originally

reported $ 2,869,365

Add, bond liability, net of
Assessment District cash

transferred to separate fund 7.601.869
Beginning sewer equity, as restated $10.471,234

8. Risk of Loss:
The District is exposed to various risks of loss related to theft of, damage to, and destruction of

assets; and injuries to employees. During the 2017 fiscal year, the District purchased certain
commercial insurance coverages to provide for these risks.

9. Subsequent Events:

Management has evaluated subsequent events through January 3, 2018, the date these
June 30, 2017 financial statements were available to be issued.

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

Independent Auditor’s Report

To the Board of Directors
Spalding Community Services District
Spalding, California

We have audited, in accordance with the 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 and the State Controller’s
Minimum Audit Requirements for California Special Districts, the financial statements of Spalding
Community Services District as of and for the year ended June 30, 2017, and the related notes to the
financial statements, and have issued our report thereon dated January 3, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Spalding
Community Services District’s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the District’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
managemént or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

3s



Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did not
identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Spalding Community Services
District’s financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests
disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain other minor matters that we reported to management of the Spalding Community
Services District in a separate letter dated January 3, 2018.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

W. b, A Aot Lop T~

Robert W. Johnson, An Accountancy Corporation
January 3, 2018
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SPALDING COMMUNITY SERVICES DISTRICT
ASSESSMENT DISTRICT NO. 2004-1

COMBINED BALANCE SHEET
June 30, 2017

ASSETS
Cash
Restricted cash
Accounts receivable
Assessments receivable

Capital assets, net

LIABILITIES AND EQUITY
Accounts payable
Payroll liabilities
Bonds payable
Total liabilities

Equity

Community

Service Assessment
District District Combined
$ 122,382 $ 878,497 § 1,000,879
540,694 - 540,694
13,674 - 13,674
- 7,768,421 7,768,421
14,129,631 - 14.129.631
$14.806,381 $8.646.918  $23.453,299
$ 9,332 $ = $ 95832
2,260 - 2,260
- 8,118,936 8,118,936
113592 8,118,936 8,130,528
14,794,789 527,982 15,322 741
$14.806,381 $8.646,918  $23.453.299

L7



ASSESSMENT DISTRICT NO. 2004-1
STATEMENT OF NET POSITION — BOND FUND
June 30, 2017
ASSETS
Cash with County — debt service : $ 347,115
— redemption fund 531,382

Future assessments receivable 7.768.421

$_8.646,918

LIABILITIES AND NET POSITION
Assessment bonds payable — series 2007A $ 6,940,484
— series 2007B 1,178,452
Net position 527.982

$_8.646,918

28-
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ASSESSMENT DISTRICT NO. 2004-1
BOND DEBT
June 30,2017

USDA Special Assessment Bonds — In 2007, the District borrowed $9,427,703 from the USDA
to finance major improvements to the sewer system. The bonds consist of two issues, series
2007A and 2007B, have a combined face value of $9,427,703, an interest rate of 4.25%, annual
principal payments and semiannual interest payments, and a final maturity date in September of
2047. These are limited obligation bonds issued to the Spalding Community Services District
Assessment District No. 2004-1, with the primary source of funding for the bond principal and
interest payments from property assessments. The assessments are billed and collected by the
County of Lassen, then the proceeds are deposited into bond trust funds and accumulated for
future bond debt service payments.

The following is a summary of bond activities for the year ended June 30, 2017:

Balance Debt Balance

_2016 Retired _2017
Series 2007A $7,077,985 $ 137,501 $6,940,484
Series 2007B 1,202,405 E8231953 1,178,452
$8.280,390 $161454  $8.118.936

Bond Redemption:

In 2017 the District established a reassessment district (Reassessment District No. 2016-1) to
defease and redeem the obligations of District Assessment District No. 2004-1. The refunding
bonds are being issued pursuant to the provisions of the Refunding Act of 1984 for 1915
Improvement Act Bonds.

On July 27, 2017 the Reassessment District issued $7,940,000 of limited obligation refunding
improvement bonds with principal payable annually through September 2, 2047.

Interest on the bonds is payable on March 2 and September 2 of each year on rates of 3 2% to
5%. Reassessments serve as security for the bonds.

9.



ASSESSMENT DISTRICT NO. 2004-1
ANALYSIS OF NET POSITION - BOND FUND
for the year ended June 30, 2017

Balance, June 30, 2016 $ 454,263
Add, Interest income — County $§ 6,489
— Assessments 452,344

458,833
Deduct, Interest expense 348,492
Administrative expense 36,622

( 385.114)
Balance, June 30, 2017 $_527.982
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