PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
FINANCIAL STATEMENTS

FOR THE YEAR ENDED JUNE 30, 2021



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
LIST OF APPOINTED OFFICIALS

JUNE 30, 2021

CURRENT BOARD OF DIRECTORS

Title Director Term Expires
President Sanford Coplin November 2021
Vice-President Robert Moody November 2023
Treasurer Harry Wiggins November 2021
Secretary Darlene Lamboley November 2023
Assistant Secretary Michael Moore November 2021
MANAGEMENT
General Manager Donald Rosa

Pajaro/Sunny Mesa Community Service District
136 San Juan Road
Royal Oaks, California 95076
(831) 722-1389
WWwWw.pajarosunnymesa.com



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
TABLE OF CONTENTS

JUNE 30, 2021

INDEPENDENT AUDITORS’ REPORT ........coooiiiiiiii e

BASIC FINANCIAL STATEMENTS
Statement of Net POSItION .........oooiviiiiiiiiiiiieeee e
Statement of Revenues, Expenses and Changes in Net Position ....................
Statement Of CasSh FIOWS .........ooeeeiieiiireeeeiieieiiieiiseneaaeenraeereeasareesanaaaaan——.

NOTES TO BASIC FINANCIAL STATEMENTS ..o

REQUIRED SUPPLEMENTARY INFORMATION
Statement of Revenues and Expenses,
Budget and Actual — Water Enterprise ...

Statement of Revenues and Expenses,
Budget and Actual — Street Maintenance Enterprise .............ccccooeiiiiiiineen.

Statement of Revenues and Expenses,
Budget and Actual — Lighting Enterprise.........cccccoviiiiiiiiieiieiicieeeceeeee e

Statement of Revenues and Expenses,
Budget and Actual — Parks ENterprise ............occeeeiiiiiiiiiiiiiiic e

INDEPENDENT AUDITORS' 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 .............cccooiiiiiiiiiie e






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 financial position of the District, as of June 30, 2021, and the respective
changes in financial position and, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of
America, as well as accounting systems prescribed by the California State Controller’s
Office and California regulations governing Special Districts.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
budgetary comparison information on pages 30-33 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted the management's discussion and analysis that accounting
principles generally accepted in the United States of America require to be presented to
supplement the basic financial statements. Such missing information, although not part
of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or
historical context. Our opinion on the basic financial statements is not affected by this
missing information.



Other Reporting Required by Government Auditing Standards

In accordance with Governmental Auditing Standards, we also issued our report dated
January 29, 2022, 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 matter. The purpose of that report is solely
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
effectiveness of the District’s 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.

tiehl, Koo a5 bpe, 5557

Salinas, California
January 29, 2022



BASIC FINANCIAL STATEMENTS



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
STATEMENT OF NET POSITION

JUNE 30, 2021

Street
Water Maintenance Lighting Parks
Enterprise Enterprise Enterprise Enterprise Total
CURRENT ASSETS
Cash and cash equivalents - Note 2 $ 815127 § - $ - $ 139,728 § 954,855
Restricted cash - street maintenance - Note 2 - 299,417 - - 299,417
Receivables, net - Note 3 234,183 5,379 3,400 - 242,962
Grants receivable 367,638 - - - 367,638
Bond repayment assessments receivable,
current - Note 4 180,508 - - - 180,508
Due from other funds 107,931 24,105 50,531 105,117 287,684
TOTAL CURRENT ASSETS 1,705,387 328,901 53,931 244,845 2,333,064
OTHER ASSETS
Restricted cash - bond reserve fund - Note 2 305,904 - - - 305,904
Bond repayment assessments receivable,
net of current portion - Note 4 3,499,306 - - - 3,499,306
TOTAL OTHER ASSETS 3,805,210 - - - 3,805,210
CAPITAL ASSETS - net - Note 5 6,887,951 - - 4,846,212 11,734,163
TOTAL ASSETS 12,398,548 328,901 53,931 5,091,057 17,872,437
DEFERRED OUTFLOW OF RESOURCES
Deferred loss from debt refunding 143,244 - - - 143,244

$12,541,792 $ 328901 § 53931 $ 5,091,057 _$ 18,015,681

CURRENT LIABILITIES

Cash overdraft - Note 2 $ - $ 23,097 § 8809 $ - $ 31,906
Accounts payable 40,853 80 478 1,340 42,751
Accrued expenses 224,406 - - - 224,406
Deposits 80,729 - - - 80,729
Line of credit - Note 6 294,118 - - - 294,118
Notes payable, current portion - Note 7 56,830 - - - 56,830
Revenue refunding bond, current portion - Note 7 70,000 - - - 70,000
Special assessment bond, current portion - Note 7 179,000 - - - 179,000
Due to other funds 230,483 57,201 - - 287,684
TOTAL CURRENT LIABILITIES 1,176,419 80,378 9,287 1,340 1,267,424
OTHER LIABILITIES
Notes payable - net of current portion - Note 7 279,975 - - - 279,975
Revenue refunding bond - net of discount
and current portion - Note 7 1,775,459 - - - 1,775,459
Special assessment refunding bond - net of
discount and current portion - Note 7 3,505,121 - - - 3,505,121
TOTAL OTHER LIABILITIES 5,560,555 - - - 5,560,555
TOTAL LIABILITIES 6,736,974 80,378 9,287 1,340 6,827,979
NET POSITION
Invested in capital assets - net of related debt 1,327,470 - - 4,846,212 6,173,682
Restricted - Note 8 305,904 218,707 - - 524,611
Unrestricted 4,171,444 29,816 44,644 243,505 4,489,409
TOTAL NET POSITION 5,804,818 248,523 44,644 5,089,717 11,187,702

$12,541,792 $ 328901 $ 53931 § 5,091,057 $ 18,015,681

The accompanying notes are an integral part of the financial statements.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2021

OPERATING REVENUES
User service charges
Street lights service charges
Street maintenance service charges
Connection fees
Grant revenue
Miscellaneous
Pajaro Park revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Salaries and employee benefits
General, administrative and operating expenses
Depreciation and amortization

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NON-OPERATING REVENUES (EXPENSES)
Reimbursements
Assessments
Other income
Property taxes
Income from investment
Interest expense
Grant reimbursement expenses

NON-OPERATING REVENUES
(EXPENSES)

INCREASE (DECREASE) IN NET POSITION
NET POSITION, BEGINNING OF YEAR

NET POSITION, END OF YEAR

Street
Water Maintenance Lighting Parks

Enterprise Enterprise Enterprise Enterprise Total
$ 2,039,899 § - $ - $ - $ 2,039,899
- - 41,125 - 41,125
- 65,366 - - 65,366
72,013 - - - 72,013
97,050 - - - 97,050
68 - - - 68
- - - 26,500 26,500
2,209,030 65,366 41,125 26,500 2,342,021
1,066,738 24,600 8,386 48,107 1,147,831
709,790 28,493 26,465 28,470 793,218
465,614 - - 237,316 702,929
2,242,142 53,093 34,851 313,892 2,643,978
(33,112) 12,273 6,274 (287,392) (301,957)
454,854 - - - 454,854
169,826 - - - 169,826
54 - - 12,000 12,054
- - - 24,738 24,738
2,043 - - - 2,043
(282,042) - - - (282,042)
(145,184) - - - (145,184)
199,551 - - 36,738 236,289
166,439 12,273 6,274 (250,654) (65,668)
5,638,379 236,250 38,370 5,340,371 11,253,370
$ 5,804,818 § 248,523  § 44644 % 5,089,717  § 11,187,702

The accompanying notes are an integral part of the financial statements.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2021

Street
Water Maintenance Lighting Parks
Enterprise Enterprise Enterprise Enterprise Total
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and others $ 2219865 § 63,578 $ 40,492 26,500 $ 2,350,435
Payments to suppliers and vendors (1,073,413) (53,053) (36,852) (45,936) (1,209,254)
Payments to employees (1,041,152) - - (30,216) (1,071,368)
Net cash provided by (used in) operating activities 105,300 10,525 3,640 (49,652) 69,813
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Payments on line of credit (958,029) - - - (958,029)
Acquisition and construction of capital assets (491,394) - - - (491,394)
Principal payments on debt maturities (280,470) - - - (280,470)
Interest payments (284,756) - - - (284,756)
Collection of assessments 169,826 - - 24,738 194,564
Grant income 1,194,757 - - - 1,194,757
Collection of property taxes 164,340 - - - 164,340
Miscellaneous revenue 54 - - 12,000 12,054
Net cash provided by (used in) capital and related
financing activities (485,672) - - 36,738 (448,934)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest and dividends 2,043 - - - 2,043
Net cash provided by investing activities 2,043 - - - 2,043
Net increase (decrease) in cash and cash equivalents (378,329) 10,525 3,640 (12,914) (377,078)
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,499,360 265,795 (12,449) 152,642 1,905,348
CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,121,031 § 276,320 § (8,809) 139,728 $ 1,528,270
RECONCILIATION OF CASH AND CASH EQUIVALENTS
AND RESTRICTED CASH TO STATEMENT OF
NET POSITION
Cash and cash equivalents $ 815,127 § - - 139,728  § 954,855
Cash overdraft - (23,097) (8,809) - (31,906)
Restricted cash - street maintenance - 299,417 - - 299,417
Restricted cash - bond reserve fund 305,904 - - - 305,904
TOTAL CASH AND CASH EQUIVALENTS AND
RESTRICTED CASH $ 1,121,031 § 276,320 $ (8,809) 139,728  § 1,528,270

The accompanying notes are an integral part of the financial statements.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
STATEMENT OF CASH FLOWS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2021

Street
Water Maintenance Lighting Parks
Enterprise Enterprise Enterprise Enterprise Total
RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED BY (USED IN)
NET OPERATING ACTIVITIES
Operating income (loss) $ (33,112) § 12,273 § 6,274  § (287,392) $ (301,957)

Adjustments to reconcile increase (decrease)
in net position to net cash provided by (used in)
operating activities:
Depreciation and amortization 465,614 - - 237,315 702,929
(Gain) loss on disposition of fixed assets - - - - -
Increase (Decrease) in due from other funds

Decrease (increase) in receivables 10,836 (1,789) (633) - 8,414
(Increase) decrease in accounts payable and accruals (340,865) 41 (2,001) 425 (342,400)
Decrease in deposits 2,827 - - - 2,827
Net cash provided by (used in) operating activities $ 105,300 § 10,525 $ 3,640 $ (49,652) § 69,813
SUPPLEMENTARY NONCASH INVESTING AND
FINANCING TRANSACTIONS
Equipment acquired with debt $ 77,731 § - $ - $ - $ 77,731

The accompanying notes are an integral part of the financial statements.
8



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General Statement

The Pajaro/Sunny Mesa Community Services District (District) is a Special
District within Monterey County as defined by the State of California. The District
is authorized to provide water, street maintenance, lighting and park services.
The District owns and operates nine, individual, non-contiguous water systems.
All water systems are within the District's sphere of influence, and are considered
one District, with a common, uniform rate schedule.

The District’s oversight is performed by a five-member board of directors (Board)
who are appointed for four-year terms by the Monterey County Board of
Supervisors. The Board along with the General Manager provides direction on
the overall management of the District such as overseeing operating budgets,
ongoing operations, capital planning and rate setting.

Financial Reporting Entity

The District's basic financial statements include the accounts of all District
operations. The criteria for including other organizations as component units
within the reporting entity (District) are set forth in Section 2100 of GASB'’s
Codification of Governmental Accounting and Financial Reporting Standards.
Based on the criteria set forth by GASB, the District has no component units.

Basis of Presentation

The District’'s basic financial statements are presented on the accrual basis of
accounting and conform to accounting principles generally accepted in the United
States of America. The District has elected under GASB Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Activities That Use Proprietary Fund Accounting, to apply all
applicable pronouncements, statements and interpretations of the Financial
Accounting Standards Board issued on or after November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements.

The accounts of the District are organized as enterprise funds. The activities of
these funds are accounted for with separate sets of self-balancing accounts that
comprise the District's assets, deferred outflows, liabilities, deferred inflows, net
assets, revenues and expenses.



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

The accounting and financial reporting treatment applied to the District is
determined by its measurement focus. The transactions of the District are
accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operations
are included on the statement of net position.

Budgetary Controls

The District operates under a budget prepared and approved annually by the
Board of Directors. The budget is prepared on a detailed line item basis.
Revenues are budgeted by source, and expenses are budgeted by department
or enterprise (water, street maintenance, lighting and parks) and use (salaries
and employee benefits, services and supplies, other charges, fixed assets
acquisitions and contingencies). Once approved, the Board of Directors may
amend the adopted budget when unexpected modifications are required.

Budgets are adopted on a basis consistent with accounting principles generally
accepted in the United States of America except that bond proceeds are treated
as revenues, and bond principal payments and fixed assets acquisitions are
treated as expenses. In addition, depreciation is generally not provided for in
budgeted expenses.

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 could differ from those estimates.

Cash and Investments

For purposes of reporting cash flows, the District considers all highly liquid debt
instruments, including those that are classified as restricted assets with an
original maturity of three months or less when acquired, to be cash equivalents.

10



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Customer Receivables

The District utilizes the allowance method of accounting for uncollectible or
doubtful accounts. Accounts receivable are valued at outstanding principal
balance, reduced for any allowance. An allowance of $8,690 has been recorded
by management at June 30, 2021. Accounts receivable are written off when
deemed uncollectible. Recoveries of accounts receivable previously written off
are recorded as income when received. Receivables over thirty (30) days past
due are assessed penalties.

Special Assessment Receivable

Special assessments, levied to service debt for which the District is in some
manner obligated or to reimburse a fund for advances made to finance capital
improvement projects, are recognized as revenue at the time the individual
assessments become due.

Capital Assets

Capital assets are carried at cost, which includes direct labor, outside services,
materials and transportation, overhead and interest on funds borrowed to finance
construction. Donated capital assets are recorded at estimated fair value at the
date of donation. Gains or losses resulting from the sale or disposition of
property and equipment are recognized in the period of disposition.

Repairs and maintenance including planned major maintenance activities, which
are not considered betterments and do not extend the useful life of property,
plant and equipment, are charged to expense as incurred.
Construction-in-process is not depreciated until it is placed into service.

The District recognizes depreciation using the straight-line method over the
estimated useful lives as follows:

Buildings 20-50 Years
Water and sewer system 30-50 Years
Infrastructure 20-35 Years
Machinery and equipment 5-10 Years
Improvements 20 Years

11



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Outflows and Inflows of Resources

The District reports deferred outflows of resources on its statement of net
position. Deferred outflows of resources represent a consumption of net position
that applies to a future period and so will not be recognized as an outflow of
resources (expense) until the applicable period. The District has one item that
qualifies for reporting in this category. This item is a deferred loss on debt
refunding. A deferred loss on debt refunding results from the difference in the
carrying value of refunded debt and its reacquisition price. The amount is
reported in the statement of net position and is deferred and amortized over the
shorter of the life of the refunded (old) or refunding (new) debt.

Deferred inflows of resources represent an acquisition of net position that applies
to a future period and so will not be recognized as an inflow of resources
(revenue) until then. The District has no items that qualify for reporting in this
category.

Bond Discounts and Issuance Costs

Bond discounts are deferred and amortized over the life of the bonds using a
method which approximates the effective interest method. Bonds payable are
reported net of the applicable bond discount. Debt issuance costs are
recognized as an expense in the year in which the costs were incurred.

Compensated Absences

District employees accumulate vacation hours for subsequent use or payment
upon termination, death or retirement. The employees accumulate up to 25 days
of vacation per year. All accumulated vacation is recorded as an expense and a
liability in the Water Enterprise Fund at the time the liability is accrued. Total
unused vacation will be paid to the employee during January of the following
year.

District employees accumulate sick leave hours for subsequent use or payment
upon death or retirement. Sick leave is recorded as an expense and a liability in
the Water Enterprise Fund to the extent it is earned during the year.

Employees hired prior to October 1, 2011, accumulate 12 days of sick leave per

year to a maximum of 1,920 hours and one-third of unused accumulated sick
leave will be paid upon death or retirement.

12



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences (Continued)

Employees hired after October 1, 2011, may accumulate sick leave up to a
maximum of 70 hours per year. At the beginning of each new calendar year,
employee’s sick leave account balances are credited with the hours necessary to
restore the accounts to the maximum of 70 hours. Unused sick leave will be paid
upon death or retirement.

Property Taxes

The County of Monterey is responsible for the assessment, collection and
apportionment of property taxes for all taxing jurisdictions, including the District.
Secured property taxes for each year ended June 30 are payable in equal
installments, November 1 and February 1 and become delinquent on December
10 and April 10, respectively. The lien date is January 1 of each year. Property
taxes are accounted for as collected and remitted by the County in the
governmental funds. Property taxes on the unsecured roll are due on the
January 1 lien date and become delinquent if unpaid by August 31.

Income Taxes

The District is a California local government unit which is exempt from both
federal and state income taxes.

Net Position

Net position represents the difference between the District’s assets and liabilities.
Net position is classified in the following three components:

Invested in capital assets, net of related debt — This component of net
position, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, or other borrowings that are attributable to the
acquisition of those assets.

Restricted — This component of net position consists of constraints
imposed by creditors (debt covenants on bonds), grantors, contributors or
laws or regulations of other governments or constraints imposed by law
through constitutional provisions or enabling legislation.

Unrestricted — This component of net position consists of assets that do

not meet the definition of “restricted” or “investment in capital assets, net
of related debt”.

13



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Operating Revenues and Expenses

Operating revenues and expenses consist of those revenues that result from the
ongoing principal operations of the District. Operating revenues consist primarily
of charges for services in the form of assessments or water sales. Non-operating
revenues and expenses consist of those revenues and expenses that are related
to financing and investing type of activities and result from non-exchange
transactions or ancillary activities. When an expense is incurred for purposes for
which there are both restricted and unrestricted assets available, it is the
District’s policy to apply those expenses to restricted assets to the extent such
are available and then to unrestricted assets.

General and Administrative Expense Allocation

General and administrative expenses are charged to each of the enterprises
based upon estimated cost allocations derived from time studies approved by the
Board.

Subsequent Events

Subsequent events were evaluated through January 29, 2022, the date the
financial statements were available to be issued.

14



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

Street
Water Maintenance Lighting Parks
Enterprise _Enterprise _Enterprise Enterprise Total

Cash and cash

equivalents $ 815127 $ (23,097)% (8,809) $ 139,728 $ 922,949
Restricted cash, current - 299,417 - - 299,417
Restricted cash, non-

current (bond fund) 305,904 - - - 305,904

$1121031 $ 276,320 $ (8.809) § 139,728 $ 1,528,270

Cash and cash equivalent and restricted cash as of June 30, 2021, consisted of the
following:

Amount
Cash on hand $ 400
Cash in the bank - checking 871,611
Cash in County Treasury 350,355
Cash held in trust account 305,904

Total cash and cash equivalents $ 1,528,270

Investments Authorized by the California Government Code and the
District’s Investment Policy

The California Government Code authorizes investments in U.S. Treasury
obligations, U.S. District securities, municipal securities, negotiable certificates of
deposits, commercial paper, bankers’ acceptances, medium-term corporate
bonds (“A” or better), asset-backed securities, repurchase agreements, money
market funds and local government investment pools. The District currently
invests its funds in the local government investment pool administered by
Monterey County. As of June 30, 2021, the investment policy and the
investments of the Monterey County pool are in compliance with the California
Government Code.

15



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH (Continued)

Disclosure Relating to Interest Rate Risk

Interest rate risk is the risk of changes in market interest rates adversely affecting
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
interest rates. As of June 30, 2021, the weighted average maturity of the
Monterey County investment portfolio is 604 days.

Disclosure Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment. This is measured by the assignment of a
rating by a nationally recognized statistical rating organization. The Monterey
County investment pool does not have a rating provided by a nationally recognized
statistical rating organization. Approximately 84.2% of the investment portfolio is
comprised of U.S. Treasuries, Federal District securities, Negotiable CDs and other
liquid funds.

All of those assets have an investment grade rating. U.S. Treasuries are not
specifically rated, but are considered the safest of all investments. The corporate
debt (13.1%) is rated in the higher levels of investment grade. All Federal securities
have AA ratings or are guaranteed by the U.S. Treasury.

Concentration of Credit Risk

The Monterey County or the District investment policy contains no limitations on the
amount that can be invested in any one issuer beyond that stipulated by the
California Government Code. The Monterey County pool does not include any
investments by any one issuer (other than the State of California Local District
Investment Fund and the California Asset Management Program - external
governmental investment pools) that represents 10% or more of total investments.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH (Continued)

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 will not be able to recover its
deposits or will not be able to recover collateral securities that are in the
possession of an outside party. The California Government Code does not
contain legal or policy requirements that would limit the exposure to custodial
credit risk for deposits. The provisions require a financial institution to secure
deposits made by state or local governmental units by pledging securities in an
undivided collateral pool held by a depository. Regulated pledged securities in
the collateral pool must equal at least 110% of the total amount deposited by the
public agencies. California law also allows financial institutions to secure
districts’ deposits by pledging first trust deed mortgage notes having a value of
150% of the secured public deposits.

The District also maintains checking accounts with a financial institution and uses
these accounts as operating accounts for the District. As of June 30, 2021, the
District has $892,092 on deposit with one bank. The District also has on deposit
$305,905 in restricted cash held in trust by another financial institution. The
deposits are insured by the Federal Deposit Insurance Corporation (FDIC) up to
the amount of $250,000 and the State regulation stipulated above fully insures all
deposits as of June 30, 2021.

RECEIVABLES

Receivables consisted of the following at June 30, 2021:

Street
Water Maintenance  Lighting Parks
Enterprise Enterprise  _Enterprise Enterprise Total

Service charge

receivables $ 242616 $ 688 $ - $ - $ 243,304
Uncollectible allowance (8,690) - - - (8,690)
Assessment receivables - 4,691 2,540 - 7,231
Other receivables 257 - 860 - 1,117

$ 234,183 § 5379 $ 3400 $ - $ 242,962
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

BOND REPAYMENT ASSESSMENT RECEIVABLES

Bond repayment assessment receivables consisted of the following at June 30,
2021:

Water bond receivables $ 176,946
Vega bond receivables 3,502,868
3,679,814
Less current portion (180,508)
Bond repayment assessment receivables,
net of current portion $ 3.499.306
CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2021, consisted of the following:

July 1, 2020 Additions Deletions  June 30, 2021

Capital Assets
Not Depreciated:

Land $ 1,646,453 $ - $ - $ 1,646,453
Construction in process 2,189,043 619,608 (2,396,440) 412,211
3,835,496 619,608 _(2,396,440) 2,058,664

Capital Assets Being
Depreciated:

Utility plant 2,406,273 112,857 - 2,519,130
Buildings and
improvements 520,676 11,125 - 531,801
Machinery and
equipment 826,354 12,767 - 839,121
Vega plant
improvements 4,620,002 - - 4,620,002
Normco tank 296,975 34,991 - 331,966
Pajaro tank and system - 2,167,170 - 2,167,170
Langley/VP 240,497 7,047 - 247,544
Vierra Estate 175,238 - - 175,238
Moss Landing Water 301,793 - - 301,793
Pajaro Park buildings
and improvements 5,513,510 - - 5,513,510
14,901,318 2,345,957 - 17,247,275
Total Capital Assets 18,736,814 2,965,565 (2,396,440) 19,305,939

Less accumulated
depreciation (6.879,466) (692,310) - (7.571,776)

$ 11857348 § 2273255 § (2,396.440) $§ 11.734,163
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT
NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

LINE OF CREDIT

In March 2019, the District entered into a collateralized line of credit agreement
with Santa Cruz County Bank to assist with the working capital requirements for
the Pajaro Tank Project. The maximum amount available for borrowing is
$2,316,125 and the interest rate of Wall Street Journal Prime Rate plus 1.00%
totaled 4.25% as of June 30, 2021. The maturity date of the agreement is
October 28, 2021. The line of credit balance was $294,118 as of June 30, 2021.

LONG-TERM DEBT

2015 Water Revenue Refunding Bonds

In June 2015, the District issued $2,275,000 in Water Revenue Refunding Bonds
to provide resources to purchase U.S. Government Securities that were placed in
escrow for the purpose of generating resources for full payment of the 2010
Certificates of Participation. As a result, the 2010 Certificates of Participation
were considered to be defeased, and the liability was removed from the
statement of net position in 2015.

The Water Revenue Refunding Bonds mature in installments ranging from
$60,000 to $140,000 from May 1, 2016 through May 1, 2040, and bear interest at
rates from 2.00% to 4.40%, payable annually on May 1 each year.

The Bonds are subject to optional prepayment prior to their respective stated
maturities, as a whole or in part in order of maturity, on or after May 1, 2023. The
amount of such optional prepayments is equal to the principal, accrued interest to
the date of prepayment plus a prepayment premium, if applicable. The premium
is computed on the principal prepaid at a rate of 2% for May 1, 2023 through
November 1, 2023, and 1% for prepayment dates May 1, 2024 through
November 1, 2024. There are no premiums applicable to prepayments made on
or after May 1, 2025.

The Bonds maturing on May 1, 2040, are subject to mandatory prepayments
ranging from $115,000 to $140,000 beginning May 1, 2036 through May 1, 2040.
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NOTES TO BASIC FINANCIAL STATEMENTS

JUNE 30, 2021

LONG-TERM DEBT (Continued)

2015 Water Revenue Refunding Bonds (Continued)

A Reserve Fund, equal to the lesser of 10% of the proceeds of the Bonds, the
maximum annual debt service, or 125% of the average annual debt service on
the Certificates, is required. The balance in the Reserve Fund at June 30, 2021,
was $147,827 and is included in restricted cash in the statement of net position.

The District is obligated to make installment payments solely from the “Net
Revenues” defined as the gross revenues during each fiscal year, less the
maintenance and operation costs during each fiscal year.

Special Assessment Vega Water Bond

The District has an outstanding special assessment bond which was issued for
the primary purpose of enabling the District to acquire and construct certain
water storage and distribution improvements and appurtenances. The special
assessment bond was issued under, and is subject to, the provisions of the
Improvement Bond Act of 1915 and are collateralized by liens against properties
within the District and repaid from assessments levied against the subject
properties. The District is liable for delinquent unpaid assessments in excess of
the amounts recoverable upon sale or redemption of the subject properties.

At June 30, 2021, unpaid assessments receivable amounted to $3,502,868 of
which $145,000 is current and $3,357,868 is non-current. The assessments are
billed to consumers through property tax rolls by the County of Monterey.

The Vega Special Assessment Bond was originally issued at $4,715,000 with
installment payments ranging from $10,000 to $420,000 paid serially from
September 2, 2009 through September 2, 2038, and bear interest at rates 4% to
5%, payable semiannually on March 2 and September 2 of each year.

During fiscal year 2016, the District paid in full the outstanding payable balance

of the 2007 Vega Special Assessment Bond via debt refunding. Refer to the
section below for more details.
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JUNE 30, 2021

LONG-TERM DEBT (Continued)

2015 Vega Mutual Water Refunding District Bonds

In July 2015, the District issued $4,135,000 in Vega Mutual Water Refunding
Bonds to provide resources to purchase U.S. Government Securities that were
placed in escrow for the purpose of generating resources for full payment of the
original Vega Mutual Water Assessment District, Series 2007 Bonds.

The outstanding principal of the defeased bonds is $4,204,800 at June 30, 2016.
The reacquisition price exceeded the net carrying amount of the old debt by
$110,020. This amount is presented as deferred outflow of resources and is
amortized over the life of the refunded debt, which is the same as the original
debt. This advance refunding was undertaken to reduce total debt service
payments over the next twenty-two years by approximately $770,000 and
resulted in an economic gain (difference between the present values of debt
service payments on the old and new debt) of approximately $550,000.

The Bonds are collateralized by liens against properties within the District and
repaid from assessments levied against the subject properties. The District is
liable for delinquent unpaid assessments in excess of the amounts recoverable
upon sale or redemption of the subject properties.

The Bonds mature in installments ranging from $80,000 to $275,000 from
September 2, 2016 through September 2, 2037, and bear interest at rates from
3.50% to 4.25%, payable semiannually on March 2 and September 2 of each
year.

The Bonds are subject to optional redemption prior to their respective stated
maturities, as a whole or in part in order of maturity, on or after March 2, 2016.

The redemption price is equal to the principal, accrued interest to the date of
prepayment plus a prepayment premium, if applicable. The premium is
computed on the principal prepaid at a rate of 3% for March 2, 2026 through
September 2, 2025. There are no premiums applicable to redemptions made on
or after March 2, 2026.
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LONG-TERM DEBT (Continued)

Special Assessment Water Improvement Bond

The District has an outstanding special assessment bond which was issued for
the purpose of enabling the District to acquire and make improvements to certain
water treatment systems. The special assessment bond was issued under, and
is subject to, the provisions of the Improvement Bond Act of 1915 and are
collateralized by liens against properties within the District and repaid from
assessments levied against the subject properties. The District is liable for
delinquent unpaid assessments in excess of the amounts recoverable upon sale
or redemption of the subject properties.

The Improvement Special Assessment Bond was originally issued at $692,700
with installment payments ranging from $1,000 to $43,000 paid serially from
September 2, 1987 through September 2, 2025, and bear interest at 6.375%,
payable semiannually on March 2 and September 2 of each year.

At June 30, 2021, unpaid assessments receivable amounted to $207,352 of
which $35,508 is current and $141,438 is non-current. The assessments are
billed to consumers through property tax rolls by the County of Monterey.

Reorganization Loan

The District obtained a loan in 2007 with an original principal amount of $520,000
for the purpose of refinancing an existing loan with a financial institution and the
construction of various District improvements. The loan constituted a first lien on
all District net revenues. The principal payments range from $20,000 to $40,000
paid from September 14, 2007 through May 14, 2026, with an interest rate of
5.25%, paid semiannually on September 14 and May 14 of each year.

Vehicle Loan

The District obtained a $33,500 loan from a financial institution on December 2,
2014, for the purchase of a District vehicle. The loan matured on December 16,
2019, and required monthly payments of $609. The District obtained $63,024 in
loans from a financial institution on March 13, 2020, for the purchase of two
District vehicles. These loans mature on September 11, 2025, and require total
monthly payments of $1,189.
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JUN

LONG-TERM DEBT (Continued)

Generator Loan

E 30, 2021

The District obtained a $77,731 loan from a financial institution on March 30,
2021, for the purchase of a generator. The loan matures on April 12, 2026, and
requires 59 monthly payments of $1,395, and the last payment is $1,496.

Interest on this loan accrues at 2.99% per annum.

Changes in long-term debt amounts for 2021 were as follows:

Long-term debt:
2015 Water Revenue

Refunding Bonds
2015 Vega Refunding

Bonds
Water Improvement

Bond
Reorganization loan
Vehicle loan
Generator loan
Unamortized discount

Total long-term debt
Less current portion

Total long-term debt,

net of current portion

Current
2023
2024

2025-2028
2029-2033
2034-2038
Thereafter

Balance Balance Due Within

2020 Additions Reductions 2021 One Year
$ 1,945,000 $ - $ (70,000) $ 1,875,000 $ 70,000
3,637,900 - (135,000) 3,502,900 145,000
224,000 - (31,000) 193,000 34,000
245,000 - (30,000) 215,000 30,000
58,544 (10,794) 47,750 12,134
- 77,731 (3,676) 74,055 14,673

(43,610) - 2,290 (41,320) -

6,066,834 $ 77731 $ (278.180)

(276.281)

$ 5.790.553

5,866,385 $__ 305.830

(305,830)

$ 5.560,555

Future debt service requirements for the years ending June 30 are as follows:

Principal Interest Total

$ 305,830 $ 242,183 $ 548,013
318,873 229,311 548,184

346,983 215,434 562,417
1,288,119 719,495 2,007,614
1,550,000 632,764 2,182,764
1,822,900 282,566 2,105,466
233,680 18,260 251,940

$ 5,866,385 $ 2,340,013 $ 8,206,398
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RESTRICTED NET POSITION

Restricted assets consisted of the following at June 30, 2021:

Amount
Water bond fund $ 305,904
Street maintenance reserve fund 218,707
$ 524,611

The District has established a water trust account at a financial institution to hold
and separate proceeds received from the Vega Water Mutual Refunding Bond
and Water Revenue Refunding Bonds. The funds are held in trust until at which
time expenditures occur for the designated projects and payments are remitted.
In addition, reserve trust accounts are maintained at a financial institution to hold
funds for future debt service as in accordance with the bond agreement.

The District, through county tax rolls, assesses specific home associations for
street maintenance and repairs. Included in the assessments are funds for future
large street projects. The accumulation of these fees, although not actually
segregated from other District assets, are legally segregated by accounting
purposes and restricted for their intended use by enabling state legislation and
District ordinances.

POOLED ARRANGEMENTS

The District is a member of the Association of California Water Agencies Joint
Powers Insurance Authority (Authority).

The Authority is a risk-pooling, self insurance authority, created under provisions
of California Government Code Sections 6500 et seq. The purpose of the
Authority is to arrange and administer programs of insurance for the pooling of
self-insured losses and to purchase excess insurance coverage. The Authority
provides coverage to the District for property losses, auto and general liability,
worker's compensation, public official's liability and underground tank storage
losses. Members of the Authority share the costs of professional risk
management, claims administration and excess insurance. The District
establishes an amount which represents the District's deductible per occurrence
and the Authority provides self-insured coverage up to established pool limits for
the various type of insurance coverage. Settlements have not exceeded
insurance coverage in each of the past three years.
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POOLED ARRANGEMENTS (Continued)

Coverage limits are $2 million per occurrence for general liability, automotive and
public official's liability; replacement cost for property, subject to varying
deductibles; $100,000 for crime coverage; and statutory limits for worker's
compensation.

RETIREMENT PLAN

The District's current defined contribution plan (Plan) administered by the Public
District Retirement Services (PARS) provides retirement benefits to all full-time
employees employed on or after January 1, 2010. The District is required to
contribute an amount equal to fifteen percent (15%) of the permanent full-time
employees’ gross salaries. The contribution to the Plan was $115,385 for the
year ended June 30, 2021. Employees become 100% vested in the Plan upon
completion of five years of service. If the age and years of service requirements
are not met at termination of employment, the employee is entitled to one-half of
all their accrued contributions. Any employee forfeitures are either returned to
the District and used to offset future contributions or reallocated pro-rata among
the remaining employees. The fair market value (and carrying value) of the Plan
is determined by the current value of the Plan’s investment portfolio in the open
market.

CONCENTRATION OF CREDIT RISK

The Pajaro/Sunny Mesa Community Services District serves the residents of
specific geographic areas of North Monterey County and extends credit to
substantially all of its customers and does not require security deposits for all of
its customers.

COMMITMENTS AND CONTINGENCIES

The District is subject to various claims and legal actions relating to a range of
matters that are incidental to the conduct of its operations. In management’s
opinion, the outcome of any such litigation will not materially affect the District’s
financial condition, and management intends to vigorously pursue their positions
in these matters.
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COMMITMENTS AND CONTINGENCIES (Continued)

North County Water System Improvement Projects

On May 27, 2010, Certificates of Participation were executed for the purpose of
improving systems in the area that have quantity and quality water issues. The
project will include the construction of the water system to serve potable water
and fire suppression flows to areas within the District which are presently out of
compliance with county and state environmental health standards due to very
high levels of arsenic and nitrate contaminations. As a result of the 2015 Water
Revenue bond refunding, these Certificates of Participation were considered to
be defeased in the year ended June 30, 2015. Refer to Note 7 for additional
information.

PAJARO NEIGHBORHOOD PARK - DONATED CAPITAL ASSETS

On February 11, 2014, the District was given title to the property and
improvements of the newly constructed Pajaro Neighborhood Park (Park).
Funding for the construction of the Park was provided by a grant from the State
Department of Parks and Recreation (Proposition 84) and the Redevelopment
District of Monterey County. The total transfer project value was approximately
$6.3 million. As part of the property transfer agreement, the District is now
responsible for the cost to operate and maintain the Park for a period of twenty
years. Per grant conditions, the District is not allowed to charge a gate fee, or
use fee for the general public. Reservation fees for special events are paid
directly to a third party operator. The District does not generate revenue from the
Pajaro Park.

GRANTS

The District has received financial assistance from various federal and state
agencies in the form of grants. These programs are subject to audit by agents of
the granting authority. Management does not believe that liabilities for
reimbursements, if any, will have a materially adverse effect upon the financial
condition of the District.
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GRANTS (Continued)

Grants from State Water Resources Control Board

On June 6, 2017, the District became eligible for funding of cleanup and
abatement activities via a grant received from the State Water Board. The
maximum amount payable under this agreement shall not exceed $153,218, of
which $79,164 is budgeted for prior years with bottled distribution records to be
completed by June 30, 2017. The additional funding of $74,054 was given to
continue the bottled water distribution. Under the grant agreement, the District
may obtain funding for reasonable and necessary costs of clean up and
abatement activities, including providing interim replacement drinking water to
disadvantaged communities, incurred on or after September 5, 2014, with bottled
distribution records to be completed by December 31, 2019. The District's
funding for the same project for prior period (2013-2016) was amended and
increased by $50,000, with the final claim and disbursement date moved to May
1, 2019.

On October 1, 2019, the District received a grant from the California Water .
Boards for the purpose of purchasing and delivering bottled drinking water for
three distinct project areas withing Monterey County. The total grant of $532,565
funds work completed by September 30, 2022, to provide five-gallon water
bottles, totaling approximately 65 gallons to bottled drinking water to
approximately 218 people.

In September 2016, the District entered into a grant agreement with the State
Water Resources Control Board for the purpose of assisting in financing the cost
of studies, planning and other preliminary activities associated with the
construction of a new well, which will enable the District to meet safe drinking
water standards. The State will provide grant funding to the District in an amount
equal to $500,000. In accordance with the agreement, the District is required to
complete the project and submit a final planning report to the State Water
Resources Control Board no later than February 15, 2020. The District had six
months from completion to submit all invoices related to the project, and the
project was closed on July 15, 2020.
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GRANTS (Continued)

Grant from California Department of Water Resources

On September 14, 2014, the District entered into a grant agreement with the San
Benito County Water District for the construction of a new 600,000-gallon tank.
The new tank will be constructed in the undeveloped area adjacent to the site of
the existing water storage tank. The total cost of the project is estimated to be
$1.7 million. The funds for this project will be provided by the California
Department of Water Resources. During fiscal year ended June 30, 2021, the
project was completed and placed into service.

WATER RATE INCREASES

In April 2021, the Board of Directors of the District approved water rate
decreases and increases, which became effective on July 1, 2021, and in effect
for five fiscal years.

The approved (decreases)/increases are as follows for the years ending June 30:

2022: (15%)

2023: 13%
2024: 1%
2025: 8%
2026: 5%

SUBSEQUENT EVENTS

During August 2021, the District sold, executed and delivered the 2021 Water
Revenue Bonds (revenue bonds) totaling $1,660,000 in the denomination of
$5,000 or any integral multiples thereof. The revenue bonds are dated and bear
interest from August 1, 2021 ranging from 2.0% to 4.0% paid semiannually
through fiscal year 2047. Repayment of the revenue bonds begins September
2022.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES AND EXPENSES,
BUDGET AND ACTUAL - WATER ENTERPRISE

FOR THE YEAR ENDED JUNE 30, 2021

Variance
Original Favorable
Budget Actual (Unfavorable)
OPERATING REVENUES
User service charges $ 2057600 $ 2,039,899 $  (17,701)
Reimbursements 27,500 97,050 69,550
Connection fees 16,800 72,013 55,213
Miscellaneous 1,950 68 (1,882)
TOTAL OPERATING REVENUES 2,103,850 2,209,030 105,180
OPERATING EXPENSES
Salaries and employee benefits 1,034,000 1,066,738 (32,738)
Water system repairs and maintenance 225,000 263,495 (38,495)
Utilities - well site 170,000 139,127 30,873
Legal expenses 27,000 17,185 9,815
Other expenses 97,000 44,679 52,321
Accounting and bookkeeping 37,000 36,665 335
Office expenses 41,800 37,184 4,616
Soil and water tests 32,000 23,775 8,225
Casualty insurance 31,000 30,101 899
Fuel 25,500 28,210 (2,710)
Licenses and permits 25,000 28,067 (3,067)
Membership fees and dues 20,000 18,966 1,034
Telephone 17,000 15,988 1,012
Postage 8,500 11,066 (2,566)
Utilities - office 4,000 3,488 512
Bond administrative costs 3,500 11,794 (8,294)
Engineering expense 2,000 - 2,000
TOTAL OPERATING EXPENSES 1,800,300 1,776,528 23,772
OPERATING INCOME 303,550 432,502 128,952
NON-OPERATING REVENUES (EXPENSES)
Assessments 318,500 169,826 (148,674)
Grant revenue - 454,854 454,854
Income from investment 5,700 2,043 (3,657)
Other income 1,500 54 (1,446)
Bond principal payments and interest expense (524,500) (562,512) (38,012)
Grant reimbursement expenses - (145,184) (145,184)
NON-OPERATING REVENUES (EXPENSES) - NET (198,800) (80,919) 117,881
INCREASE IN NET POSITION -
BUDGETARY BASIS $ 104,750 351,583 $ 246,833
DIFFERENCES BETWEEN BUDGETARY AND GAAP EXPENDITURES:
Depreciation and amortization expense (465,614)
Debt principal payments 280,470
TOTAL CHANGE IN NET POSITION REPORTED ON THE STATEMENT
REVENUES, EXPENSES AND CHANGES IN NET POSITION OF $ 166,439

The accompanying notes are an integral part of this supplementary information.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES AND EXPENSES,
BUDGET AND ACTUAL - STREET MAINTENANCE ENTERPRISE

FOR THE YEAR ENDED JUNE 30, 2021

Variance
Favorable
Budget Actual (Unfavorable)
OPERATING REVENUES
Street maintenance reimbursements $ 63,800 $ 65,366 $ 1,566
TOTAL OPERATING REVENUES 63,800 65,366 1,566
OPERATING EXPENSES
Salaries and employee benefits 24,600 (24,600)
General, administrative and operating expenses 32,650 28,493 4,157
TOTAL OPERATING EXPENSES 32,650 53,093 (20,443)
OPERATING INCOME 31,150 12,273 (18,877)
NON-OPERATING REVENUES (EXPENSES) - NET -
INCREASE IN NET POSITION -
BUDGETARY BASIS $ 31,150 12,273 $ (18,877)
DIFFERENCES BETWEEN BUDGETARY AND GAAP EXPENDITURES: -
TOTAL INCREASE IN NET POSITION REPORTED ON THE STATEMENT
OF REVENUES, EXPENSES AND CHANGES IN NET POSITION $ 12,273

The accompanying notes are an integral part of this supplementary information.

31



PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES AND EXPENSES,
BUDGET AND ACTUAL - LIGHTING ENTERPRISE

FOR THE YEAR ENDED JUNE 30, 2021

Variance
Favorable
Budget Actual (Unfavorable)
OPERATING REVENUES
Street lights service charges $ 41,100 $ 41125 § 25
TOTAL OPERATING REVENUES 41,100 41,125 25
OPERATING EXPENSES
Salaries and employee benefits 12,000 8,386 3,614
General, administrative and operating expenses 29,100 26,465 2,635
TOTAL OPERATING EXPENSES 41,100 34,851 6,249
OPERATING INCOME - 6,274 6,274
NON-OPERATING REVENUES (EXPENSES) - NET -
INCREASE IN NET POSITION -
BUDGETARY BASIS $ - 6,274 $ 6,274

DIFFERENCES BETWEEN BUDGETARY AND GAAP EXPENDITURES: -

TOTAL INCREASE IN NET POSITION REPORTED ON THE STATEMENT
OF REVENUES, EXPENSES AND CHANGES IN NET POSITION $ 6,274

The accompanying notes are an integral part of this supplementary information.
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PAJARO/SUNNY MESA COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES AND EXPENSES,
BUDGET AND ACTUAL - PARKS ENTERPRISE

FOR THE YEAR ENDED JUNE 30, 2021

Variance
Favorable
Budget Actual (Unfavorable)
OPERATING REVENUES
Pajaro Park revenue $ - $ 26500 $ 26,500
TOTAL OPERATING REVENUES - 26,500 26,500
OPERATING EXPENSES
Salaries and employee benefits 55,650 48,107 7,543
General, administrative and operating expenses 23,770 28,470 (4,700)
TOTAL OPERATING EXPENSES 79,420 76,577 2,843
OPERATING LOSS (79,420) (50,077) 29,343
NON-OPERATING REVENUES (EXPENSES)
Property tax 25,000 24,738 (262)
Other income (expense) - 12,000 12,000
NON-OPERATING REVENUES (EXPENSES) - NET 25,000 36,738 11,738
DECREASE IN NET POSITION -
BUDGETARY BASIS $  (54,420) (13,339) $ 41,081
DIFFERENCES BETWEEN BUDGETARY AND GAAP EXPENDITURES:
Depreciation and amortization expense (237,315)
TOTAL DECREASE IN NET POSITION REPORTED ON THE STATEMENT
OF REVENUES, EXPENSES AND CHANGES IN NET POSITION $ (250,654)

The accompanying notes are an integral part of this supplementary information.
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INDEPENDENT AUDITORS' 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

To the Board of Directors
Pajaro/Sunny Mesa Community Services District
Royal Oaks, California

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audit contained in
Government Auditing Standards issued by the Comptroller General of the United
States, the financial statements of the Pajaro/Sunny Mesa Community Services District
(District), as of and for the year ended June 30, 2021, and the related notes to the
financial statements, which collectively comprise the District's basic financial
statements, and have issued our report thereon dated January 29, 2022.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the
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 management 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 District’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.




Our consideration of the 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 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.

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 District’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 District's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Salinas, California v ’
January 29, 2022
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