March 9, 2009
Esparta Community Service District

PO Box 349
Esparta, CA 95627

INDEPENDENT AUDITQR'S REPORT

We have audited the accompanying financial statements of the governmental activities and the aggregate fund
information of Esparto Comununity Service District as of and for the year then ended, June 30, 2007, which
collectively comprise the District’s basi¢ financial statements, as listed in the tabte of contents. These finandcial
statermenis are the responsibility of Esparta Community Service District’s management. Cur responasitiility is to
exprass an opinion on these financial starerments based on our audit.

We canducted our audit in accordance with auditing standards generally accepted in Lthe United States of America.
Those standards require that we plan and perfosm the audit to obtain reasonable assurance abhout whether the
financial statements are free of material misstatements. An audit includes examining, on a test basis, evidenca
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
Fccounting prnciples used and significant estimates made by rmanagement, as well as evalwating the overall
finrancial statement preseritation. We beliave that our audit provides a regsomable hasis for our apimean.

In gur gpinion, the financial stafements referred  above present fairly, in all material respects, the respective
financial position of the govermmental activities and the ageregate remaining fund information of the Esparto
Community Service District a5 of June 30, 2007, and the respective changes in finandial position and cash flows for
the year then ended, in conformity with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis information on pages three through four and the supplernental
information on pages fifteen through eighteen are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States of America.
We have applied certain limited procedures, which consisted principaily of inguires of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did nat
audit the information and express no opinion onit.

Qur audit was conducted for the purpose of forming apinions on the financial statements that collectively
comprise Middletown Cemetery District’s basis financial statements. The cosmbining and individual nanrmajor fund
finaneia! statement have beenr subjected to rhe auditing procedures applied in the audit of the basic financiat
statesments and, in gur opinion, are fairly stated in all material respects in refation to the basic financial statements
taken as a whole.

Joan Sturges

Certified Public Accountant
Centified Fraud Examiner
Certified Maluation Analyst
Private Investigator
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ESPARTO COMMUNITY SERVICES DISTRICT

Management’'s Discussion and Analysis
For the Year Ended June 30, 2007

The discussion and analysis of the Esparte Community Services District’s (the District) financial
activities for the fiscal year ended June 30, 2007, is as follows. Please review it in conjunrction with
the District's basic financial statements, which begin on page five.

FINANCIAL HIGHLIGHTS

The District pravides water, sewer, and lighting services to the community of Espacto. Cammercial
and residential units pay a fee based on usage of water and sewer. In addition they are charged a
fee to provide street lighting to the community of Esparto. Due to new construction and papuiation
growth the District has been working towards increased service capacity with numerous capital
projects being started. Ta fund these operations the District has raised monthly fees, which have
resulted in an increase in operating revemnues,

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

During the audit year, the district has increased its equipment available to pravide future services by
51,415,050 while decreasing its liability position by $(498,700). To accamplish this expansion the
District used & 884,367 of its cash reserves. Thus, overall, the District is in a stronger financial
position by $1,029,050 as calculated betow:

Capital Assets Available — 2006 ${2,381,391)

Capital Assets Available —2007 3,796,441

Increase in Capital Assets Availahble — 2067 51,415,050
Cash Available — 2006 ${1,056,147)

Cash Available — 2007 171,780

Decrease in Cash Available — 2007 {884,367
Current Liabilities — 2006 S (617177}

Current Liabilities — 2007 128.477

Decrease in Current Liabilities — 2007 (498,700}

Total Increase in Financial Pasition 51,029,050

o)



ESPARTO COMMUNITY SERVICES DISTRICT

Management’s Discussion and Analysis
For the Year Ended June 30, 2007

QVERVIEW OF THE FINANCIAE 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 comprised of three staternents (1) Net
Assets, (2} Activities, and 3) Cash Flow, as well as Notes ta the Financial Statements. This report alsa
cantains supplementary informatian in addition ta the basic financial statements themselves.

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

Net assets, the difference between the District’s assets and liabilities, are one way to measure the
District’s financial health or position. Qwver time, increases or decreases in the District’s net assets
are an indicator of whether its finandal health is improving or deterigrating, respectively.

The District is responsible for ensuring that the assets reparted in their funds are used for their
intended purpases. The District’s net assets have increased by $753,416 in the 2007 fiscal year as
found in the statement of Net assets.

Net Assets — 2006 5(2,496,675)
Net Assets —2007 3,250,091
Increase in Net Assets — 2007 5753416

Matching the revenues and expenses aof all of the Districts activities for the fiscal year shows the
District is limiting expenses to current revenues, acquiring capital assefs, paying debt. as well as
accumulating a reserve of cash, for the 2007 fiscal year as calculated on page six.

Observing the cash low and cash balances at the District’s year-end shows the funds available ta
meet the current year operating needs, retirement of debt as well as funds available to meet
capacity expansion and equipment replacement as found on page seven.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Cammission’s finances far all
ditizens, taxpayers, customers, investors, and creditors. Questians concerning any of the
infarmation provided in this report ar requests for additionat mfarmation should be addressed to
the Esparto Community Services District, PQ Box 349, Esparto, California 55627.



ESPARTO COMMUNITY SERVICE DISTRICT
Statement of Net Assets
June 30, 2007

Governmental 2007 Total
Fund Memarandum
466 469 470 Only
ASSETS
Current Assets:
Funds on Depasit, County of Yale S 401,755 S (262,821 S 71 S 133,005
Funds an Depasit, Bank 32,843 - - 32,843
Imprest Cash 1,025 - - 1,025
Accaounts Receivahle 34,109 - - 34,109
Total Current Assets 469,732 (262,821} 71 206,982
Capital Assets:
Land 287,475 - - 287,475
Construction-in-Progress 1,433,219 - - 1,433,219
Buitdings and Impravements 2,517,888 - - 2,512,838
Equipment 264,294 - - 264,294
Less: Accumulated Depreciation (701.,436) - - (701,438)
Total Capital Assets 3,796,440 - - 3,796,440
TOTAL ASSETS 4,266,172 (262,821} 71 4,003,422
UABILITIES AND FUND EQUHTY
Current Liabilities:
Accounts Payable 49,498 356,085 - 385,583
Accrued Expenses 31,255 - - 31,25%
Notes Payable - Current Partion 133,553 - - 133,553
Total Current Liabilities 194,306 356,085 - 550,391
Lare-Term Liabilities;
Notes Payable 334,041 - - 334,041
(Less) Current Portion (133,553} - - (133,553)
Total Lang-Term Liabilities 200,488 - - 200,488
TOTAL LIABILITIES 394,794 356,085 - 750,879
NET ASSETS
Investment in Capital Assets 3,796,440 - - 3,796,440
Undesinated: 3,692 {618,906) 71 {615,214)
Designated 71,246 - - 71,246
TOTAL NET ASSETS $ 3,871,378 S (618,906) S 71 5 3,252,472

“The accompanying notes sre an integral part of these financial staternents.”



ESPARTO COMMUNITY SERVICE DISTRICT
Statement of Cash Flow
For the Year Ended June 30, 2007

CASH FLOWS FROM QPERATING ACTIVITIES:

Cash Received from Taxes
Cash Recrived from Development [ees
Cash Received from Interest
Cash Received from Charges for Service
Cash Received from Penalties & Interest
Cash Transferred Between Funds

Deduct: Cash paid for Operating Expenses

NET CASH FLOWS FROM OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES

Sale of Capital Assets
Purchase of Capital Assets

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES

Payment on Pninciple gn Notes Payable

NET CASH FLOWS FROM FINANCING ACTIVITIES

NET INCREASE {DECREASE) IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

Reconcilgton of chionge in net ossets 1o net cosh used

by octivities:

Net Change im Net Assets
{Increase} Decrease in Accounts Receivable
Increase {Decrease} in Deferred Revenue
Increase (Decrease) in Accounts Payable
Increase {Uecrease) in Accrued Expenses
{Increase} Decrease in Capital Assets Payable
Add Back: Depreciation

NET CASH FLOWS FROM OPERATING ACTIVITIES

Govermental 2007 Total

Fund Mermarandom

466 469 470 Only
S 6450 S - - S 64,510
- 281,771 281,77¢
17,750 22,009 3 319762
663,152 - - 663,152
40,177 - - 40,177

1,080,427 {1,080,427) -

(773,924) - {773,923)
1,092,102 {776,647} 3 315,458
2,000 - - 2,000
{1,141,359) - - (1,242,359
{1,139,399) - - (1,141,359}
(34,919) - - §34,915)
(34,915) - - {34,915}
{82,172) (776,647) 3 (860,818)
517,795 513.526 68 1,631,621
$ 435623 5 {262.821) 713 170,805
$ 1,374,771 & (618,906) 3 5 755,868
{12,631) - - {1Z,631)
- {513,826] - {513,826)
{5,342) - - {5,342}
8,993 - - 8,992
(356,085} 356.085 - -
32,396 - 82,394
41,092,102 S {776,647%) 3 s 315,458

*The accompanying noles to the financial statements are an inkegrai part of this statemenl.”



ESPART(O COMMIUNITY SERVICE DISTRICT
Statement of Activities
For the Year Ended June 30, 2007

Gavernmerital 2007 Total
Fund Memorandum
466 459 470 Only
REVENUES:
Taxes S 61,519 S - S - 5 61,519
Development Fegs - 804,210 - 304,210
Interest 17,750 22,009 3 39,759
Lighting Service 19,300 - - 19,340
Sewer Service 265,020 - - 265,020
Water Service 363,408 - - 368,408
Penalties, Interest, & Other 47,061 - - 47,061
TOTAL REVENUES 779,058 826,219 3 1,605,277
EXPENDITURES:
Interest 11,397 - - 11,397
Salaries and Benefits 385,629 - - 385,629
Services and Supplies 267,175 - - 267,175
Maintenance 109,249 - - 109,249
Miscellaneous 4,963 - - 4,963
TOTAL EXPENDITURES 767,016 - - 767,016
Excess of Revenues Over
{Under) Expenditures 12,042 826,219 3 838,261
Fund Transfer 1,445,125 (1,445,125} - -
Less: Depreciation (82,396) - - (82,.396)
NET CHANGE IN NET ASSETS 1,374,771 {618,906} 3 755,865
NET ASSETS, BEGINNING OF YEAR 2,456,607 - 63 2,496,607
NET ASSETS, END OF YEAR S 3,87L378 S (618,906) 71 5 3,252,472

"The accompanying notes are an integral part of these financial staternents.”
5]



ESPART(Q COMMUNITY SERVICE IMSTRICT
Notes to Fimancial Statements
June 30, 2007

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Esparte Community Service District {the District) have been prepared
in confarmity with generally accepted accounting principles (GAAP) as applied to government units.
The Governmental Accounting Stamdards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and firancial reporting principles. The more significant of the
District's accounting policies are described below.

A. Description of the Reparting Entity

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

The District is a ggverned entity administered by a Board of Directors (Board) that acts as the
authoritative and legislative body of the entity. The Board is comprised of five board members who
are elected by vaters living within the District’s boundaries. Efections are held within the Board to
appoint the President. The President’s responsibilities are to preside at all meetings of the Board;
be the chief officer of the District; perform all duties commonly incident ta the position of presiding
officer of a board, commission, or business organization; and exercise supervision gver the business
of the District, its officers, and its emplayees. Board of Directars as of:

June 30, 2007

Mike Goodin, Director
William Setnick, Director
Joseph Mareland, Director
Laurel Kieny, Director
Vacant, Director

The accompanying general-purpose financial statements comply with the provisions of GASB
Staternent No. 14, “The Financial Regorting Entity,” in that the financial statements include all
arganizations, activities, and functions that comprise the District. Component units are legally
separate entities for which the District {the primary entity) is finarndally accountable. Financial
accountability is defined as the ability to appoint a vating majority of the organization’s governing
hody and either (1) the District’s. ability to impose its will aver the organization or {2} the potential
that the organizatian witl pravide a financiat benefit to, ar impose a financial burden on, the District.
Using these criteria, the District has no component units.

B. Basis of Presentation of Goverament-wide Financial Smtements

The statements of net assets, activities, and cash flows display information about the primary
government, the District. These statements include ali the financial activities of the overall District
activities.



ESPARTO COMMUNITY SERVICE THSTRICT

Notes to Financial Statements
June 30, 2007

NOTE I: SUMMARY OF SIGNIFICANT ACCOUNTING PQUCIES - cantinued

B. Basis of Presentation of Government-wide Finaacial Statements - continued

The statement of activities presents a comjparison between direct expenses and pragram revenueas
far each Function of the District’s governmental activities demonstrating the degree to which the
direct expenses of a given project are affset by project revenues. Direct expenses are those that are
specifically associated with a pragram or function and therefore, are dearly identifiable to a
particular function ar segment. Program revenues include {1) charges gaid by the recipients of
services offered by the program and (2} grants and contributions that are restricted to meeting the
operational or capital requirements if 3 particular program. Reveriues that are not classified as
program revenues, including taxes are presented instead as general revenues.

C. Basis of Accounting — Measurement Facus

The financial statements are regorted using the accrual basis of accounting and the economic
recourses measurement focus. Revenues are recorded when a liability is incurred, regardless of the
timing of the related cash flows. Grants, entitlements, and similar items are recognized as revenue
as saon as alf eligibility requirements imposed by the provider have been met. Taxes and interest
associated with the current fiscal period are all considered being susceptible to accrual and so have
been recognized as revenues of the current fiscal period.

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

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

Enterprise Funds — The enterprises funds are used to account for all the financial resources of the
District. The enterprise fund balance is available to the District for any purpose, provided it is
expended or transferred according to the general laws of California and the bylaws of the District.
The District maintains separate funds far General, Development Fees, and Loan requirements.

Exchange and Nan-Exchange Transoctions of Revenues — Revenue resulting from exchange
transactiagns, in which each party gives and receives essentially equal value, is recorded an the
accrual basis when the exchange takes pface. Nor-exchange transactions, in which the District
receives value without directly giving value inreturn, include taxes and donations. Revenues are

Y



ESPARTO COMMUNITY SERVICE DISTRICT

Notes to Fimancial Statements
june 30, 2007

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

C. Basis of Accounting — Measurement Focus — cantinued

recognized when susceptible ta accrual, when they become both measurable and available.
Measurable means the amaunt of the transaction can be determined and availabile means
collectible within the current periad or soon encugh thereafter to be used to pay liabilities of the
current period. The District cansiders property taxes as available if they are collected within 60 days
after year-end. The assessor of the County of Lake determines the assessed valuations of such
praperty and the tax coflector of the County collects the taxes. On an accrual basis, revenue from
grants and donations is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the fiscal year when use is first permitted, matching
requirements, in which the District must provide local resources te be used for a specific purpose,
and expenditure requirements, in which the resgurces are provided to the District on a
reimbursement basis.

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

E. Funds on Deposit, County of ¥olo and Bank

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

F. Accounts Payable

Cn an accrual basis, expenses are recognized in the fiscal year in which the goods or services are
received. Payables are liabilities of the District based upon current year charges for goods ar
services received but not paid in the current year.

G. Accrued Receivable

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

10



ESPARTO COMMUNITY SERVICE DISTRICT
Notes to Financial Statements
june 30, 2007

NOYE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
H. Fixed Assets

General capital assets generally result from expenditures in the governmental funds. Al capital
assets are capitalized at cost {or estimated historical cost) and updated for additions and
retirements during the year. Improvemnents are capitalized; the cost of narmal maintenance and
repairs that do not add to the value of the asset or materially extend the asset’s life are not. The
assets are depreciated over their estimated useful life, ranging from S to 75 years.

The following is a schedule of the District’s general fixed assets and the activity incurred during the
year ended June 30, 2007,

Balance at Balance at
July 1, June 30,
2006 _Additions {Deletions) 2007
Land S 287475 § - ) - S 287475
Building and Improvements 2,512,588 - - 2,512,388
Equipment 196,605 67,687 - 264,254
Construction in progress 3,462 1,429,757 - 1,433,215
Total Property, Plant, and
equipment 3,000,430 1,497,444 - 4,497,876
Less: Accumulated
Depreciation {613,040) (8239%)  _ - (201,436)
Tota! Fixed Assets S 2381390 ¢ 1415048 S - S 3,796,440

. tong-Term Debt

The following is @ summary of the long-term labikity transactions for the year ended June 3@, 2007:

Balance at Bafance at
Suly 1, June 30,
2006 Additions {Deletions) 2047
Notes Payable - CDBG 5 73,334 5 - S (5,624} S 73,711
Motes Payable - RCAC 97,222 - - 97222
Nates Payable - Bank of West 32,725 - {6,130) 26,595
Capital Leases 159,675 - B (23,161) 136,514

Total Long-Term Liabilities S 36835 S - S (34915 S 334041




ESPART(Q COMMUNITY SERVICE DISTRICT
Notes to Financial Statements
June 30, 2007

NOTE 1: SUMMARY OF SIGNIHCANT ACCOUNTING PCLICIES - continued

J. CDBG Loan fayable

In May of 2003 the District Obtained a Community Davelopment Block Grant{CDBG) loan from the
County of Yolo in the amount of $ 90,748 to help finance the purchase of equipment and the
installation of a new sewage lift station. The term of the loan is fifteen years, witfy paymenis being
deferred for one year from the date of closing. Interest will be paid at 3% per annum.

As of [une 30, 2007, annual dehit service requirements ta maturity are as fallows:

2006 2007
Current Portion Due 45,623 45,794
Long-Term Pgrtion Due 73,71t 567,517
Total Due 57933 S73.A11

K. RCAC Loan Payahie

tn June of 2004, the District obtained two bridge loans fram the Rural Community Assistance
Corporation [RCAC), a loan for the Esparto Water (mprovement Project and a loan for the Esparta
Sewer Improvement Project. The District was approved for $ 50,000 for each loan. However, as of
June 30, 2007, only 549,414 had been horrowed for the Esparta Sewer Improvement Project and
547,808 for the Esparto Water Improvement Praject. The Interest rate oo these lgans is 5%. The
loans matured on fune 1, 2006 at which time the total amount due was due to be paid.

As of June 30, 2007, annual debt service requirements to maturity are as follgws:

20056 2007
Current Portion Due 597,222 597222
Total Due $97,222 597222

L. Bank of West Loan Payable

In February of 2006 the District obtained a loan from Bank of the West for the purchase of a 2005
Ford Truck. The tarm of the loan is five years. interest will be paid at 8.24% per annum.

As of June 30, 2007, annual debt service requirements to maturity are as follows:

2006 2007
Curcent Portion Due $6,08% 56,604
Long-Term Fortian Due 27,128 520,524

Total Due 933,217  $27128



ESPARTO COMMUNITY SERVICE DISTRI

Notes to Financial Statements
June 30, 2607

NGTE 1: SUMMARY OF SIGNIFICANT ACCOUINTING POLICIES - continued

M. Capital Lease

In Agril of 2002 the District leased a 500,000 gallon tenk and related equipment. The first payment
was due on October 13, 2002. The asset and related obligation have been recorded using the
interest rate implicit in the lease. The lease expires on October 13, 2011. The cost of the tank and
related equipment is $250,000.

As of June 30, 2007, annual future minimum lease payments are as follows:

2006 2007
Current Portion Due $23,161 524,518
Long-Term Portion Due 136513 $111.995
Total Due $159.675 $136.513

N. Accrued Expenses

The District aligws it employees te accumulate up to 280 hours of vacation and siek leave. Any
accumulated sick leave is paid-Qut to employees at their most recent rate of pay upon termination.
The District records a liability for compensated absances based upon total accumulated vacation
and sick leave hours.

Q. Net Assets

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

F. Property Tax Revenue

Yolo County, through the Auditor-Cantraller’s Office and the Treasury-Tax Collecter, is responsible
for callecting and distributing property taxes according to the afrernative method of distnbuting
known as the Teeter Plan. Under the Teeter Plan, the current year's secured property tax levy is
distributed to participating agencies with the County without consideration of whether the tax has
been collected.

. Estimates

The preparation of financial statements in conformity with genarally accepted accounting principles
requires management to make estimates and assumiptions that affect the amounts reported in the
financial statements and accompanying nates. Actual results may differ from those estimates.



ESPARTO COMMUNITY SERVICE DISTRICT

Notes to Financial Statements
fure 30, 2007

NOTE 2: RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; damage to, and theft or destruction of
assets; errors and omissions; injudes ko employees; and natural disasters. During 2007, the District
contracted with private insurance agencies for liabifity, property, crime damage, and employee and
director insurances.

NOTE 3: OEANED BENEFIT PENSION PLAN

The Esparto Community Service District District contributes to the Califomia Public Emplayees
Retirement System (PERS), an agent multiple-employer public employee retirement system that acts
as a common investment and administrative agent for participating public entities within the State
of California. The benefits far the public agencies are established by cantract with CaIPERS in
accordance with the provisions of the Public Employee Retirement Law. CalPERS issues a publicly
available Comgrehensive Annual Financial Repart that includes finaneial statements and required
supplementary information. A copy of that repart may he ohtained by writing to CalPERS, Central
Supply, P.O. Box 942715, Sacramento, CA §4229-2715.

NOTE 4: CONTIGENCIES

As of March 9, 2009, the District did nat have any pending litigation or potential nondisclosed
liakilities that management believes would have a material effect an the finandal statements.

14



ESPARTO COMMUNITY SERVICE DISTRICT

Supplemental Information

June 30, 2007



March 9, 2009

To the Board of Directors

Esparto Community Service District
PQ Box 349

Esparto, CA 95627

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

We have audited the financial statements of Lake County ¥ector Control District as of and for the
year ended June 30, 2007, and have issued our report thereon dated March 9, 2009. We conducted
our audit in accardance with auditing standards geaerally accepred in the United States of America
and the standards applicable to financial audits contained in Government Auditing Stondards, issued
by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance abgut whether Lake County Vector Control's general-
purpose financial statements are free of materal misstatement, we performed tesis of its
compliance with certain provisions of laws, regulations, contratcts and grants, 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 apinian. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing Standards.

tnternal Coatrol Qver Financial Reparting

In planning and performing our audit, we considered Lake County Vector Control’s internal controf
over financial reporting in order to determine our auditing procedures for the purpose af expressing
our apinion on the fimancial staterments and nat to provide assurance on the internal control over
finandal reporting. Qur cansideration of the internal control aver fmancial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a condition in which the design or operation of one or more of
the intemal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by emplaoyees in the normal course ot

16



Page 2
Board of Direciors
Lake County Vector Contral

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

{continued)

performing their assigned functions. We nated no matters involving the intema! control aver
financial reparting and its operation that we consider f0 be material weaknesses.

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

lgan Sturges

Certified Public Accountant
Certified Fraud Examiner
Certified Valuation Analyst
Private Investigator

March 9, 2009



ESPARTQ COMMUNITY SERVICE DISTRICT

Schedule of Findings and Recommendations
June 30, 2007

PRIOR YEAR AUINT FINDINGS AND RECOMMENDATIONS:

None.

CURRENT YEARS AUDIT HINDHNGS AND RECOMMENDATIONS:

Reportable Conditions — Material Weaknesses

None.

Reportable Conditions — Other

None.

QOther Matters Relating to the Ipternal Control Structure

None.

MNan-Campliance with Laws and Regulations

None.
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