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INDEPENDENT AUDITOR’S REPORT 

Board of Directors 
Fairbanks Ranch Community Services District 
Encinitas, California 

We have audited the accompanying financial statements of Fairbanks Ranch Community Services 
District (the 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, 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. 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 the 
disclosures in the financial statements. The procedures selected depend on the auditors’ 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 auditors consider internal control relevant 
to the District’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 District’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 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 Fairbanks Ranch Community Services District as of June 30, 2021, and the 
respective changes in its financial position and its cash flows thereof for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
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Board of Directors 
Fairbanks Ranch Community Services District 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis, identified as Required Supplementary Information (RSI) in 
the accompanying table of contents, be presented to supplement the basic financial statements. Such 
information, although not a part of the basic financial statements, is required by the 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 RSI 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 RSI because the limited procedures do not provide us with sufficient evidence 
to express an opinion or provide any assurance. 

Fechter & Company 
Certified Public Accountants 

Sacramento, California 
October 3, 2022 
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This section of the Fairbanks Ranch Community Services District’s (the District) annual financial 
report presents an analysis of the District’s financial performance during the fiscal year ended 
June 30, 2021. This information is presented in conjunction with the audited basic financial 
statements, which follows this section. 
 
FINANCIAL HIGHLIGHTS FOR FISCAL YEAR 2020-2021 
 

 The assets of the District exceeded liabilities at the close of the 2020-2021 fiscal year by 
$5,402,651 (net position). Of this amount, $1,819,910 (unrestricted net position) may be used 
to meet ongoing obligations to citizens and creditors and $3,582,741 is invested in capital 
assets. 

 
OVERVIEW OF THE FINANCIAL STATEMENTS 
 
This discussion and analysis is intended to serve as an introduction to the District’s basic financial 
statements. The District’s basic financial statements are composed of four components: Statement of 
Net Position, Statement of Revenues, Expenses, and Change in Net Position, Statement of Cash 
Flows, and Notes to the Financial Statements. 
 
REQUIRED BASIC FINANCIAL STATEMENTS 
 
The Statement of Net Position presents information about all the District’s assets and liabilities and 
provides information about the nature and amounts of investments in resources (Assets) and the 
obligations to District creditors (Liabilities). Over time, increases or decreases in net position may 
serve as a useful indicator of whether the financial position of the District is improving or 
deteriorating. 
 
The Statement of Revenues, Expense, and Change in Net Position presents information on how net 
position changed during the most recent fiscal year. All changes in net position are reported as soon 
as the underlying event giving rise to the change occurs, regardless of the timing of related cash 
flows. The Statement of Revenues, Expenses, and Change in Net Position measures the success of 
the District’s operations over the past year and determines whether the District has recovered its costs 
through sewer services charges. 
 
The Statement of Cash Flows provides information regarding the District’s cash receipts and cash 
disbursements during the year. This statement may report cash activity in four categories: operating, 
capital and related financing, noncapital financing, and investing. This statement differs from the 
Statement of Revenues, Expenses, and Change in Net Position because this statement only accounts 
for transactions that result in cash receipts or cash disbursements. 
 
The financial statements mentioned above are reported on the books of the District as a proprietary 
fund and is used to account for the District’s sewer service. Sewer service charges are used to fund 
the ongoing operations of the District, including administrative, operations, treatment, collections, 
and acquisitions of capital assets. 
  



FAIRBANKS RANCH COMMUNITY SERVICES DISTRICT 
 

Management’s Discussion and Analysis 
For the Year Ended June 30, 2021 

 

4 

The Notes to the Financial Statements provide a description of the accounting policies used to 
prepare the financial statements and present material disclosures required by accounting principles 
generally accepted in the United States of America that are not otherwise present in the financial 
statements. The Notes to the Financial Statements can be found immediately following the basic 
financial statements. 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
A summary of the District’s Statement of Net Position is presented below. 
 

 

The following is a brief explanation for the balance changes of the Condensed Statement of Net 
Position for the year ended June 30, 2021: 
 

 Current assets decreased by $479,385 largely due to cash used to acquire capital assets. 
 The increase in capital assets is due to additions of $344,227, offset by depreciation of 

$247,018. 
 Total liabilities increased by $50,374 due to an increase in accounts payable. 
 The total net position of the District decreased by $432,550 mainly due to an operating loss 

of $447,952. 

Condensed Statements of Net Position
June 30, 2020 and 2021

2020 2021 Amount Percentage
Assets
Current assets 2,484,449$   2,005,064$   (479,385)$     -23.9%
Capital assets 3,485,532     3,582,741     97,209          2.7%

Total Assets 5,969,981     5,587,805     (382,176)       -6.8%

Liabilities
Current 134,780        185,154        50,374          27.2%

Total Liabilities 134,780        185,154        50,374          27.2%

Net Position
Investment in capital assets 3,485,532     3,582,741     97,209          2.7%
Unrestricted 2,349,669     1,819,910     (529,759)       -29.1%

Total Net Position 5,835,201$   5,402,651$   (432,550)$     -8.0%

Changes from 2020 to 2021
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A summary of the District’s Statement of Revenues, Expenses, and Change in Net Position is 
presented below. 
 

 
The following is a brief explanation for the balance changes of the Condensed Statement of 
Revenues, Expenses, and Change in Net Position for the year ended June 30, 2021: 
 

 Investment earnings decreased by $39,686 due to lower interest rates. 
 Expenses increased mainly due to increases in sewer cleaning, equipment repair, and 

depreciation expense from the prior year. 
 
  

Condensed Statement of Activities
Fiscal Years Ended

June 30, 2020 and 2021

2020 2021 Amount Percentage
Program Revenues

Charges for services 549,133$      548,853$      (280)$            -0.1%
549,133        548,853        (280)              -0.1%

General Revenues
Gain on sale of asset -                3,500            3,500            -                
Other revenue (expense) -                110               110               -                
Investment earnings 51,478          11,792          (39,686)         -77.1%

Total General Revenues 51,478          15,402          (36,076)         -70.1%
Tota Revenues 600,611        564,255        (36,356)         -6.1%

Expenses
Sewer 898,573        996,805        98,232          10.9%
Total Expenses 898,573        996,805        98,232          10.9%

Changes in Net Position (297,962)       (432,550)       (134,588)       45.2%
Beginning Net Position 6,133,163     5,835,201     (297,962)       -4.9%
Ending Net Position 5,835,201$   5,402,651$   (432,550)$     -7.4%

Changes from 2020 to 2021
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CAPITAL ASSETS 
 
The District’s capital assets are composed of sewer lines, pump stations, force mains, and the 
treatment plant. The District currently operates and maintains two sewer pump stations and 
approximately 16 miles of pipeline. Annual depreciation is calculated using the straight-line method 
over the estimated useful lives of the capital assets. Actual repairs, upgrades, or replacements to 
capital assets are based upon a review of an asset’s physical conditions, as well as its expected useful 
life. 
 

 
  
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 
 
The current economy does not have a significant effect on the District’s finances due to: 1) the 
relative affluence of the area, and 2) the fact that the District’s annual sewer service charge is 
collected on the County property tax bills, and is part of the County’s Teeter Plan program which 
guarantees that service charges placed on the tax roll are paid out to the District. 
 
ADDITIONAL FINANCIAL INFORMATION 
 
This financial report is designed to provide the District’s customers, investors and other interested 
parties with an overview of the District’s financial operations and financial condition. Should the 
reader have questions regarding the information included in this report or wish to request additional 
financial information, please contact Chuck Duffy at the Fairbanks Ranch Community Services 
District at 605 Third Street, Encinitas, CA 92024. He can be reached at 760-479-4125. 

Deletions &
Balance at Completed Balance at

July 1, 2020 Additions Construction June 30, 2021
Capital assets, not being depreciated:

Land 1,121,000$   -$              -$              1,121,000$   
Construction in progress 94,640          134,791        (63,776)         165,655        

Subtotal 1,215,640     134,791        (63,776)         1,286,655     

Capital assets, being depreciated:
Structures and improvements 5,458,308     170,334        -                5,628,642     
Equipment 2,519,793     39,102          63,776          2,622,671     
Service vehicle 50,335          -                (18,423)         31,912          

Subtotal 8,028,436     209,436        45,353          8,283,225     

Less Accumulated Depreciation (5,758,544)    (247,018)       18,423          (5,987,139)    

Net Capital Assets, being depreciated 2,269,892     (37,582)         63,776          2,296,086     

Net Capital Assets 3,485,532$   97,209$        -$              3,582,741$   



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

BASIC FINANCIAL STATEMENTS 



ASSETS

Current assets:

Cash and investments 1,959,400$         

Taxes and special assessments receivable 25,700                

Interest receivable 1,538                  

Prepaid insurance 18,426                

Total current assets 2,005,064           

Non-current assets:

Capital assets, nondepreciable 1,286,655           

Capital assets, depreciable, net 2,296,086           

Total noncurrent assets 3,582,741           

TOTAL ASSETS 5,587,805           

LIABILITIES

Current liabilities:

Accounts payable and accrued liabilities 185,154              

Total current liabilities 185,154              

TOTAL LIABILITIES 185,154              

NET POSITION

Investment in capital assets 3,582,741           

Unrestricted 1,819,910           

TOTAL NET POSITION 5,402,651$         

FAIRBANKS RANCH COMMUNITY SERVICES DISTRICT

STATEMENT OF NET POSITION

PROPRIETARY FUND

JUNE 30, 2021

The accompanying notes are an integral part of these financial statements.
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OPERATING REVENUES

Sewer service and standby charges 548,853$            

Total operating revenues 548,853              

Operating Expenses:

Sewerage collection and treatment 636,356              

General and administrative 113,431              

Depreciation 247,018              

Total operating expenses 996,805              

Operating loss (447,952)             

Non-operating Revenue (Expenses):

Gain on sale of asset 3,500                  

Other revenue (expense) 110                     

Investment earnings 11,792                

Total nonoperating (expenses) revenues 15,402                

Change in net position (432,550)             

Net position - beginning 5,835,201           

Net position - ending 5,402,651$         

FAIRBANKS RANCH COMMUNITY SERVICES DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2021

PROPRIETARY FUND

The accompanying notes are an integral part of these financial statements.
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Cash Flows From Operating Activities:

Cash receipts from customers 541,463$            

Cash payments for services and supplies (701,767)             

Net cash used by operating activities (160,304)             

Cash Flows from Capital and Related Financing Activities:

Acquisition and construction of capital assets (344,227)             

Proceeds from sale of asset 3,500                  

Unclaimed property from State 110                     

Net cash used by capital and related financing activities (340,617)             

Cash Flows from Investing Activities:

Interest received 19,106                

Net cash provided by investing activities 19,106                

Net decrease in cash and cash equivalents (481,815)             

Cash and cash equivalents, beginning of year 2,441,215           

Cash and cash equivalents, end of year 1,959,400$         

Reconciliation of operating loss to net cash 

   used by operating activities

Operating loss (447,952)$           

Adjustments to reconcile operating loss to

net cash used by operating activities:

Depreciation 247,018              

Changes in operating assets and liabilities:

Increase in taxes and special assessments receivable (7,390)                 

Increase in prepaid insurance (2,354)                 

Increase in accounts payable 50,374                

Total adjustments 40,630                

Net cash used by operating activities (160,304)$           

FAIRBANKS RANCH COMMUNITY SERVICES DISTRICT

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 2021

PROPRIETARY FUND

The accompanying notes are an integral part of these financial statements.
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity 
 
The Fairbanks Ranch Community Services District (the District) was formed in 1987 as the result of 
a reorganization involving the dissolution of the Fairbanks Ranch Sanitation District (FRSD). As a 
successor agency, the District encompasses the boundaries of the FRSD. The service boundary 
encompasses over 1,200 acres located near the intersection of San Dieguito Road and El Apajo Road 
and serves approximately 610 homes, along with the Fairbanks Plaza, the Solana Santa Fe 
Elementary School, Fairbanks Ranch Association and the Fairbanks Ranch Fire Station. Sewer 
services are funded by an annual sewer service charge levied on each parcel receiving sewer service. 
 
B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
 
Measurement focus is a term used to describe which transactions are recorded within the various 
financial statements. Basis of accounting refers to when transactions are recorded regardless of the 
measurement focus applied. The accompanying financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Under the economic measurement 
focus, all assets, deferred outflows of resources, liabilities, and deferred inflows of resources 
(whether current or noncurrent) associated with these activities are included on the Statement of Net 
Position. The Statement of Revenues, Expenses, and Change in Net Position present increases 
(revenues) and decreases (expenses) in total net position. Under the accrual basis of accounting, 
revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless 
of the timing of related cash flows. 
 
The accounts of the District are that of an enterprise fund. An enterprise fund is a proprietary type 
fund used to account for operations (a) that are financed and operated in a manner similar to private 
business enterprises where the intent of the governing body is that the costs (expenses) of providing 
goods or services to the general public on a continuing basis be financed or recovered primarily 
through user charges; or (b) where the governing body has decided that periodic determination of 
revenues earned, expenses incurred, and/or net income is appropriate for capital maintenance, public 
policy, management control, accountability, or other purposes.  
 
Proprietary funds’ operating revenue, such as charges for services, results from exchange 
transactions associated with the principal activities of the funds. Exchange transactions are those in 
which each party receives and gives up essentially equal values. Nonoperating revenues, such as 
subsidies, taxes, and investment earnings, result from nonexchange transactions or ancillary 
activities. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
C. Future Accounting Pronouncements  
 

GASB 91 – Conduit Debt Obligations, effective for periods beginning after December 15, 2020. 
 

GASB 87 – In June 2017, the Governmental Accounting Standards Board issued Statement No. 87, 
“Leases”. The requirements of this Statement are effective for reporting periods beginning after 
June 15, 2021. 
 

GASB 92 – In January 2020, the Governmental Accounting Standards Board issued Statement No. 
92, “Omnibus 2020”. The requirements of this Statement are effective for fiscal years beginning after 
June 15, 2020. 
 

GASB 97 – In June 2020, the Governmental Accounting Standards Board issued Statement No. 97, 
“Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue 
Code Section 457 Deferred Compensation Plans – an amendment of GASB Statements No. 14 and 
No. 84, and a supersession of GASB Statement No. 32.”  The requirements of this Statement are 
effective for fiscal years beginning after June 15, 2021. 
 

D. Cash and Cash Equivalents 
 
For purposes of the Statement of Cash Flows, cash and cash equivalents have been defined as 
demand deposits and highly liquid investments with an original maturity of 90 days or less. Cash 
includes amounts in demand and time deposits. Investments are stated at fair value (quoted market 
price or best available estimate thereof, see Note 2). 
 
E. Investments 
 

Investments are reported in the accompanying financial statements at fair value. Changes in fair 
value that occur during a fiscal year are recognized as income from property and investments 
reported for that fiscal year. Income from property and investments includes interest earnings, 
changes in fair value, and any gains or losses realized upon liquidation, maturity, or sale of 
investments. There are no significant differences between fair value and cost at June 30, 2021. 
 
F. Receivables and Payables 
 
Management estimates all receivables at June 30, 2021, to be collectible, as any receivables deemed 
uncollectible have been written off. 
 
G. Claims and Judgments 
 
When it is probable that a claim liability has been incurred at year-end, and the amount of the loss 
can be reasonably estimated, the District records the estimated loss, net of any insurance coverage. 
At June 30, 2021, in the opinion of the District’s counsel, the District had no material unreported 
claims that would require a loss provision in the financial statements, including losses for claims that 
are incurred but not reported. Small dollar claims and judgments are recorded as expenditures when 
paid, if any.  
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
H. Capital Assets 
 
Capital assets have an estimated useful life greater than one year and have a cost greater than $5,000. 
Capital assets are valued at historical cost or estimated historical cost if actual historical cost is not 
available. Donated capital assets are recorded at acquisition value at the date of donation. 
 
The cost of normal maintenance and repairs that do not add to the value of the assets or materially 
extend asset lives are not capitalized. Construction-in-progress costs are capitalized and transferred to 
their respective fixed asset category upon completion of the project. 
 
Depreciation is charged to operations using the straight-line method based on the estimated useful 
life of an asset. Land and construction in progress are not depreciated. 
 
Structures and improvements 15-50 years 
Equipment 3-20 years 
 
I. Deferred Outflows/Inflows of Resources 
 
In addition to assets, the Statement of Net Position will sometimes report a separate section for 
deferred outflows of resources. This separate financial statement element, deferred outflows of 
resources, represents a consumption of net position that applies to a future period(s) and will not be 
recognized as an outflow of resources (expense/expenditure) until then. The District does not have 
any items that qualify for reporting in this category as of June 30, 2021. 
 
In addition to liabilities, the Statement of Net Position will sometimes report a separate section for 
deferred inflows of resources. This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net position that applies to a future period(s) and will not be 
recognized as an inflow of resources (revenue) until that time. The District does not have any items 
that qualify for reporting in this category as of June 30, 2021. 
 
J. Net Position 
 
In the Statement of Net Position, net position is classified in the following categories: 
 

Investment in capital assets – This amount consists of capital assets net of accumulated 
depreciation. 
 
Restricted net position – This amount is restricted by external creditors, grantors, contributors, or 
laws or regulations of other governments. 
 
Unrestricted net position – This amount is all net position that does not meet the definition of 
investment in capital assets or restricted net position. 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
K. Net Position Flow of Assumptions 
 
Sometimes the District will fund outlays for a particular purpose from both restricted (e.g., restricted 
bond or grant proceeds) and unrestricted resources. In order to calculate the amounts to report as 
restricted net position and unrestricted net position in the statement of net position, a flow 
assumption must be made about the order in which the resources are considered to be applied. 
 
It is the District’s practice to consider restricted net position to have been depleted before unrestricted 
net position is applied. 
 
L. Operating Revenues and Expenses 
 
Operating revenues, such as charges for services (sewer service charges), result from exchange 
transactions associated with the principal activity of the District. Nonoperating revenues, such as 
investment income, result from nonexchange transactions or ancillary activities in which the District 
receives value without directly giving equal value in exchange. 
 
Operating expenses include the costs of providing sewer, and related services, administrative 
expenses, and depreciation on capital assets. All expenses not meeting this definition are reported as 
nonoperating expenses. 
 
M. Use of Estimates 
 
The preparation of financial statements in accordance 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 and assumptions. 
 
NOTE 2 – CASH AND INVESTMENTS 
 
Cash and investments as of June 30, 2021, consist of the following: 
 

 
  

Deposits with financial institutions 65,361$        
Investments 1,894,039     

Total Cash and Investments 1,959,400$   
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NOTE 2 – CASH AND INVESTMENTS (CONTINUED) 
 
Investments Authorized by the California Government Code and the District’s Investment 
Policy 
 
The District is legally empowered by statute and resolution to invest in the California State 
Investment Pool – Local Agency Investment Fund (LAIF) and checking and money market deposits 
with said deposits being FDIC insured and/or collateralized. 
 
Disclosures Relating to Interest Rate Risk 
 
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of 
an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its 
fair value to changes in market interest rates. At June 30, 2021, District’s investments in the Local 
Agency Investment Fund (LAIF) have a maturity of less than one year. 
 
Disclosures 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. At June 30, 2021, the District’s investment in LAIF is not rated. 
 
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 
and the District’s investment policy do not contain legal or policy requirements that would limit the 
exposure to custodial credit risk other than the following provision for deposits: The California 
Government Code requires that a financial institution secure deposits made by state or local 
governmental units by pledging securities in an undivided collateral pool held by a depository 
regulated under state law (unless so waived by the governmental unit). The market value of the 
pledged securities in the collateral pool must equal at least 110% of the total amount deposited by the 
public agencies. California law also allows financial institutions to secure the District’s deposits by 
pledging first trust deed mortgage notes having a value of 150% of the secured public deposits. At 
June 30, 2021, the District’s deposits of $65,361 are covered by the Federal Deposit Insurance 
Corporation. 
 
California Local Agency Investment Fund 
 
The District is a voluntary participant in LAIF that is regulated by the California Government Code 
under the oversight of the Treasurer of the State of California. The fair value of the District’s 
investment in this pool is reported in the accompanying financial statements at amounts based upon 
the District’s pro rata share of the fair value provided by LAIF for the entire LAIF portfolio (in 
relation to the amortized cost of that portfolio). The balance available for withdrawal is based on the 
accounting records maintained by LAIF, which are recorded on an amortized basis. 
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NOTE 2 – CASH AND INVESTMENTS (CONTINUED) 
 
Fair Value Measurements 
 
The District categorizes its fair value measurement within the fair value hierarchy established by 
accounting principles generally accepted in the United States of America. The hierarchy is based on 
the relative inputs used to measure the fair value of the investments. The hierarchy gives the highest 
priority to unadjusted quoted prices in active markets for identical assets (Level 1 measurements) and 
the lowest priority to unobservable inputs (Level 3 measurements). 
 
The District’s investments in LAIF are not subject to the fair value hierarchy. 
 
NOTE 3 – CAPITAL ASSETS 
 
Capital asset activity for the year ended June 30, 2021, was as follows: 
 

 
  

Deletions &
Balance at Completed Balance at

July 1, 2020 Additions Construction June 30, 2021
Capital assets, not being depreciated:

Land 1,121,000$   -$              -$              1,121,000$   
Construction in progress 94,640          134,791        (63,776)         165,655        

Subtotal 1,215,640     134,791        (63,776)         1,286,655     

Capital assets, being depreciated:
Structures and improvements 5,458,308     170,334        -                5,628,642     
Equipment 2,519,793     39,102          63,776          2,622,671     
Service vehicle 50,335          -                (18,423)         31,912          

Subtotal 8,028,436     209,436        45,353          8,283,225     

Less Accumulated Depreciation (5,758,544)    (247,018)       18,423          (5,987,139)    

Net Capital Assets, being depreciated 2,269,892     (37,582)         63,776          2,296,086     

Net Capital Assets 3,485,532$   97,209$        -$              3,582,741$   

Business-Type Activities:
Sewer 247,018        

Total Depreciation Expense 247,018$      
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NOTE 4 – COMMERCIAL INSURANCE POLICY 
 
The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; errors and omissions; and natural disasters. The District purchases commercial insurance for 
its exposure to risk. The District is insured against claims and judgments for general, automobile 
liability, and public officials and management liability (up to $1,000,000 per occurrence). Property 
insurance was purchased with coverage of up to $4,130,000, subject to a $1,000 deductible.  The 
District has also purchased excess liability insurance (up to $10,000,000 per occurrence). Settled 
claims have not exceeded any of the District’s coverage amounts in any of the last three fiscal years, 
and there were no significant reductions in the District’s insurance coverage during the year ended 
June 30, 2021. The District’s insurance coverage also includes inland marine, unscheduled 
equipment, scheduled equipment, and excess liability. There is no deductible on the general liability 
insurance. There are varying deductibles between $500 and $1,000 for automobile and miscellaneous 
coverage. 
 
NOTE 5 – CONTINGENCIES 
 
Litigation 
 
In the ordinary course of operations, the District is subject to claims and litigation from outside 
parties. After consultation with legal counsel, the District believes the ultimate outcome of such 
matters, if any, will not materially affect its financial condition. 
 
NOTE 6 – COVID-19 
 
In January 2020, the virus SARS -CoV-2 was transmitted to the United States from overseas sources. 
This virus, responsible for the Coronavirus disease COVID-19, has proven to be extremely virulent. 
Although the financial impact on the District thus far has been minimal, the long-term economic 
impact in the State of California and the County of San Diego, as yet has not been determined. 
Therefore, any potential long-term impact on the District is not yet known. 
 
NOTE 7 – SUBSEQUENT EVENTS 
 
Management has evaluated subsequent events through October 3, 2022, the date which the financial 
statements were available to be issued. Based upon this evaluation, it was determined that no 
subsequent events occurred that require recognition or additional disclosure in the financial 
statements available to be issued. 
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