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LICHTER, YU AND ASSOCIATES, INC.
CERTIFIED PUBLIC ACCOUNTANTS

16133 VENTURA BLVD., SUITE 450
ENCINO, CALIFORNIA 91436
TEL (818)789-0265 FAX (818) 789-3949

Independent Auditor’s Report

Board of Directors and Members
Bell Canyon Community Services District
Bell Canyon, CA

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Bell Canyon Community Services District (the “District™), as of and for
the year ended June 30, 2014, 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 opinions 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 disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the government activities, each major fund, and the aggregate remaining fund information of
the District, as of June 30, 2014, and the respective changes in financial position for the year then ended in
accordance with accounting principles generally accepted in the United States of America.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 9 through 11 and 32 respectively, 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 3, 2014, on
our consideration of the District’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the District’s internal control over financial reporting and compliance.

Lk, % v vt

September 3, 2014
Encino, CA

Page 7 of 34



MANAGEMENT’S DISCUSSION AND
ANALYSIS

Page 8 of 34



Bell Canyon Community Services District
30 Hackamore Lane, Suite 8
Bell Canyon, CA 91307

Management’s Discussion and Analysis

As management of the Bell Canyon Community Services District (the “District”), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of the District for the
fiscal year ended June 30, 2014,

Financial Highlights
Government - wide

e On June 30, 2014, District assets exceeded its liabilities by $1,253,391 (net position). This amount is
unrestricted. The District’s net position decreased by $434 during the fiscal year.

s The District’s total net position decreased by $434, the decrease could have been larger due to decrease in
revenue but through efficient management of the District’s resources, the decrease was controlled by
reducing expenses. Revenues and other sources decreased by $34,082 compared to June 30, 2013.
Expenses and other uses decreased by $35,127 compared to June 30, 2013. The decrease in expenses
was mainly due to decrease in legal expenses and community development expenses during the fiscal
year ended June 30, 2014.

Fund Basis
e At the close of the fiscal year 2013-2014, the fund budget to actual report shows a decrease in
appropriations of $38,224 and a decrease of expenditures of $143,749. Both actual revenues and
expenditures were both less than budgeted. The overall fund balance decreased by $1,391.

Overview of the Financial Statements
This discussion and analysis are intended to serve as an introduction to the District’s basic financial statements.
The District's basic financial statements are comprised of three components:

1) Government-wide Financial Statements: designed to provide readers with a broad overview of the District’s
finances.
e The statement of net position presents information on all the District’s assets and liabilities, with the
difference between the two reported as net position.
e The statement of activities presents information showing how the District’s net position changed during
the fiscal year showing the current year’s revenues and expenses regardless of when cash is received or
paid.

2) Fund Financial Statements: designed to report information about groupings of related accounts used to
maintain control over resources that have been segregated for specific activities or objectives. The district only
has one fund type — government.

¢ The Balance Sheet is intended to disclose the financial position of the District at a specific point in time,
June 30, 2014. It reflects the assets of the District, the liabilities, and fund balance (equity). Assets and
liabilities are listed in order of their estimated liquidity. Cash and other unrestricted assets readily
convertible to cash are listed first. Property, plant and equipment are listed near the bottom of assets
because they are highly illiquid. Further, property, plant and equipment are reduced by the depreciation.
This is the estimated diminution of value attributable to the wear and tear of assets caused by usage and
the passage of time.
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e The Statement of Revenues and Expenditures is intended to disclose the results of operations over a
period of time, the fiscal year ended June 30, 2014. This statement reflects revenues earned (whether
collected or not), and expenses incurred (whether paid or not) during the year. This statement differs
significantly from the balance sheet, yet coordinates well with that statement. The net earnings of the

District flows into the fund balance of the District as reflected on the balance sheet.

3) Notes to the Basic Financial Statements: The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes provide a
narrative description of certain items contained in the financial statements to enhance the understanding of those

items.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain
supplementary information concerning the organization of the District.

Statement of Net Position

June 2014 June 2013 Change
ASSETS
Cash and investments $ 1,260,483 1,251,253 $ 9,230
Tax receivable 9,794 9,503 291
Prepaid expenses 6,676 3,839 2,837
Total Current Assets 1,276,953 1,264,595 12,358
Capital assets, net 2,588 4,413 (1,825)
Total Assets $ 1,279,541 1,269,008 $ 10,533
LIABILITIES
Accounts payable and accrued expenses $ 26,150 15,183 $ 10,967
Total Liabilities 26,150 15,183 10,967
NET POSITION
Unrestricted 1,253,391 1,253,825 (434)
Total Net Position $ 1,253,391 1,253,825 $ (434)
Statement of Activities
June 2014 June 2013 Change
Expenses:
Governmental Activities:
General government $ 50,911 $ 74,559 $ (23,648
Public safety 27,546 41,790 (14,244)
Public works 369,352 329,369 39,983
Community development 17,617 54,835 (37,218)
Total Governmental Activities 465,426 500,553 (35,127)
Revenue:
Property taxes 463,666 494,857 (31,191)
Interest income 1,326 4217 (2,891)
Total Revenue 464,992 499,074 (34,082)
Changes in NET POSITION $ (434) $ (1,479) $ (1,045
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Analysis of variations between original and final budget amounts

The District adopts its budget in accordance with California law. It is District policy to not modify the budget in
total, although certain reallocations of expenditures may occasionally be made. No significant budget transfers
were made during the year ended June 30, 2014. The budget is adopted on a projected cash flow basis.
Consequently, it reflects items such as repayment of debt principal and projected capital expenditures as cash
outflows that are not recognized as expenses under Generally Accepted Accounting Principles.

Budget variances are reviewed by District management on an ongoing basis as part of the financial management
of the District. There were significant budget variances during the year ended June 30, 2014 for community
expenditures. The main reason for the variance was due to stoppage in the planned development by Bell Canyon
Association that included expenditures for the District.

Capital Asset and Debt Administration

Capital Assets
The District's investment in capital assets consist of $20,562 for furniture and a generator and light tower, with
accumulated depreciation of $17,974 and $16,149 as of June 30, 2014 and June 30, 2013 respectfully.

Infrastructure assets

The District has adopted the recommended approach of GASB Statement 34 with regard to infrastructure assets.
All identifiable infrastructure assets have been capitalized at their purchase cost, estimated value for contributed
or donated assets, or estimated cost for those items expensed in prior years and not previously capitalized.

Economic Factors and Next Year’s Rates
While the District has the authority to levy an assessment on all property and homeowners within Bell Canyon, it
has never exercised that authority, and has no plans to do so in the foreseeable future.

The District’s sole source of revenue is a percentage of the property taxes levied on homes and property within
the District. This amount varies from year to year based upon the assessed valuation of said properties, and the
applicable percentage as determined by the County of Ventura. These factors were considered in preparing the
District's budget for the 2014 fiscal year.

During the current fiscal year, unrestricted net position decreased to $1,253,391. The district is required to adopt
a budget by California law. It is anticipated that positive unrestricted net assets will avoid the need to raise taxes
or charges during the 2014-15 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the District's finances for all those with an
interest in the government's finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to Bell Canyon Community Service District —
Treasurer; 30 Hackamore Lane, Suite 8; Bell Canyon, CA 91307.
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Bell Canyon Community Services District
Statement of Net Position

June 30,2014
ASSETS
Cash and investments $ 1,260,483
Tax receivable 9,794
Prepaid expenses 6,676
Total Current Assets 1,276,953
Capital assets
Depreciable, net 2,588
Total Assets $ 1,279,541
LIABILITIES
Accounts payable and accrued expenses S 26,150
Total Liabilities 26,150
NET POSITION
Unrestricted 1,253,391
Total Net Position $ 1,253,391

See Accompanying Notes to Basic Financial Statements
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Bell Canyon Community Services District

Statement of Activities

For the Year Ended June 30,2014

Program Governmental 2014
Expenses Revenues Activities Total
Governmental Activities:
General government $ 50,911 § - 8 50,911 50,911
Public safety 27,546 - 27,546 27,546
Public works 369,352 - 369,352 369,352
Community development 17,617 - 17,617 17,617
Total Governmental Activities $ 465,426 $ - 465,426 465,426
Revenue:
Property taxes 463,666 463,666
Interest income 1.326 1,326
Total Revenue 464,992 464,992
Changes in NET POSITION (434) (434)
NET POSITION - Beginning of year 1,253,825 1,253,825
NET POSITION - End of year $ 1,253,391 1,253,391

See Accompanying Notes to Basic Financial Statements

Page 15 of 34



Governmental Fund Financial
Statements

Page 16 of 34



Bell Canyon Community Services District

Balance Sheet
Governmental Fund
June 30,2014

Cash
Tax receivable
Prepaid expenses

Total Assets

LIABILITIES AND FUND BALANCES

Accounts payable and accrued expenses

Total Liabilities

FUND BALANCE

Fund Balance - Unreserved

Total Fund Balance

Total Liabilities and Fund Balance

See Accompanying Notes to Basic Financial Statements
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Beli Canyon Community Services District
Reconciliation of the Governmental Fund Balance Sheet to
the Government-Wide Statement of Net Position

June 30,2014
Total Fund Balance - Total Governmental Fund S 1,250,803
Amount reported for governmental activities in the Government-Wide Statement of Net Position were different because:
In governmental funds, only current assets were reported. In the Statement of Net Position, all assets were
reported, including capital assets and accumulated depreciation.
The cost of the asset is 20,562
The accumulated depreciation is (17,974) 2,588
Net Position of Governmental Activities S 1,253,391

See Accompanying Notes to Basic Financial Statements
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Bell Canyon Community Services District
Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Fund
For the Year Ended June 30, 2014

REVENUES
Property taxes $ 463,666
Interest income 1,326
Total Revenue 464,992
EXPENDITURES
Rubbish Collection Services 369,352
Traffic Enforcement 26,848
Community Recreation 21,683
Emergency Broadcast 663
Roving Patrol/Training 35
General and Administrative Expenses
Contract Services 16,692
Cost of Election -
Legal 5,869
Accounting 9,480
Insurance 3,839
Other Administrative Costs 9,140
Total Expenditures 463,601
Net Change in Fund Balance 1,391
Fund Balance, Beginning of Year 1,249,412
Fund Balance - End of Year $ 1,250,803

See Accompanying Notes to Basic Financial Statements
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Bell Canyon Community Services District
Reconciliation of the Governmental Fund Statement of Revenues, Expenditures,
and Changes in Fund Balance to the Government-Wide Statement of Activities
For the Fiscal Year Ended June 30,2014

Net Change in Fund Balance - Total Governmental Funds $ 1,391

Governmental funds report capital outlay as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives as depreciation
expense. This is the amount by which depreciation exceeded capital outlay in the current

period.
Current Year Depreciation (1,825)
Change in Net Position of Governmental Activities S 434)

See Accompanying Notes to Basic Financial Statements
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Bell Canyon Community Services District
Notes to Basic Financial Statements
For the Year Ended June 30, 2014

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
A. Reporting Entity

The Bell Canyon Community Services District (the “District”) is an independent, multi-service district
formed in 1984, which currently provides enhanced traffic patrol, recreational services, and solid waste
collection and recycling. Services granted but not currently being provided are paramedic services
(which are not provided by the County of Ventura), roving patrol services and graffiti abatement. The
District serves an area of approximately 1,700 acres with an estimated population of 2,700. The District
was formed under the Community Services District Law (Government Code, Section 61000, et seq.) to
provide a local public agency for the Bell Canyon community adjacent to the Los Angeles County
boundary. The District serves a private, gated community that is geographically isolated from other
communities within Ventura County. The District is governed by a five member Board of Directors,
elected at-large to overlapping four year terms by the voters within the District boundaries. The District
relies on property tax for all operating revenue; it does not charge any fees.

The District has defined its reporting entity in accordance with GASB Statement No.14, “The Financial
Reporting Entity,” which provides guidance for determining which governmental activities,
organizations, and functions should be included in its reporting entity. The District's reporting entity
includes all significant operation and revenue sources which the District Board of Directors exercises
oversight responsibility. Oversight responsibility is determined on the basis of selection of the
governing authority, designation of management, ability to significantly influence operations,
accountability for fiscal matters, and the scope of public service.

B. Basis of Accounting and Measurement Focus

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

These Standards require that the financial statements described below be presented.
Government-wide and Fund Financial Statement

The District’s Government-Wide Financial Statements include a Statement of Net Position and a
Statement of Activities.

In 2013, the District implemented GASB Statement No. 63, Financial Reporting of Deferred Outflows
of Resources, Deferred Inflows of Resources, and Net Position. The Statement of Net Position reports
separate sections of Deferred Outflows or Resources and Deferred Inflows of Resources, when
applicable.
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Deferred Qutflows of Resources represents outflows of resources (consumption of net position) that
apply to future periods and that, therefore, will not be recognized as an expense until that time.

Deferred Inflows of Resources represent inflows of resources (acquisition of net position) that apply to
future periods and that, therefore, are not recognized as revenue until that time.

The government-wide fund financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are
recorded when the liability is incurred, regardless of the timing of the related cash flows. On the accrual
basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.

The government-wide financial statements (i.e., the statement of net position and statement of activities)
report information on all of the nonfiduciary activities of the primary government (the District and its
blended component units, if applicable). For most parts, the effect of interfund activity has been
removed from these statements and elimination has been made to minimize the double counting of
internal activities. These statements distinguish between the governmental and business-type activities
of the District. Governmental activities, which are generally financed through taxes, intergovernmental
revenues, and other non-exchange transactions, are reported separately from business-type activities,
which are financed, in whole or in part, by fees charged to external parties. The District has no
business-type activities.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function, of
the District’s governmental activities, or segment, of the District’s business-type activities, are offset by
program revenues. Direct expenses are those that are specifically associated with a program or function
and, therefore, are clearly identifiable with a particular function or segment. Program revenues include
(a) charges paid by the recipients of goods or services offered by the programs, (b) grants and
contributions that are restricted to meeting the operations needs of a particular program and, (c) fees,
grants and contributions that are restricted to financing the acquisition or construction of capital assets.
Revenues that are not classified as program revenues, including all taxes, are presented as general
revenues.

Governmental Fund Financial Statements

Governmental fund financial statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balance. An accompanying schedule is presented to reconcile and
explain differences in net position as presented in these statements to the net position presented in the
Government-Wide Financial Statements.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Under this method, revenues are recognized when
measurable and available. The District considers all revenues reported in the governmental funds to be
available if the revenues are collected within sixty days after fiscal year-end. Expenditures generally are
recorded when the liability is incurred, except for principal and interest on long-term debt, claims and
judgments, and compensated absences, which are recognized as expenditures when due. Capital asset
acquisitions are reported as expenditures in governmental funds.

Property taxes and interest associated with the current fiscal period are all considered to be susceptible
to accrual and have been recognized as revenues of the current fiscal period. All other revenue items are
considered to be measurable and available only when cash is received by the District.
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The reconciliation of the Fund Financial Statements to the Government-Wide Financial Statements are
provided to explain the differences.

Major Fund

Major funds are defined as funds that have either assets, liabilities, revenues or expenditures/expenses
equal to ten percent of their fund-type total and five percent of the grand total. The General Fund is
always a major fund. The District may also select other funds it believes should be presented as major
funds.

The District only has the general fund in the accompanying financial statements:

The General Fund is the District’s primary operating fund. The General Fund is used for all the
general revenues of the District not specifically levied or collected for other District funds and the
related expenditures. The general fund accounts for all financial resources of a governmental unit which
are not accounted for in another fund. General operating expenditures that are not paid through other
funds are paid from the General Fund.

C. Cash, Cash Equivalents and Investments

The District’s cash and cash equivalent are considered to be cash on hand, demand deposits, and short
term investments with original maturity of three months or less from the date of acquisition. Cash and
cash equivalents are combined with investments and displayed as cash and investments.

Highly liquid market investments with maturities of one year or less at time of purchase are stated at
amortized cost. All other investments are stated at fair value. Market value is used as fair value for
those securities for which market quotations are readily available.

D. Prepaid Expenses

Prepaid expenses are recorded as assets when paid and expensed as consumed.

E. Capital Assets

Capital assets for governmental fund types are not capitalized in the funds used to acquire or construct
them. Capital acquisitions are reflected as expenditures in the governmental fund, and the related assets
are reported in the government-wide financial statements. Capital assets, owned by the District, are
stated at historical cost or estimated historical cost, if actual historical cost is not available.

F. Compensated Absences

The District and the Bell Canyon Association share the same office and management staff. The District
contracts with the Association for management services, avoiding redundancy. There are no employees

of the District, and, as such, there are no liabilities incurred for Compensated Absences as of June 30,
2014,
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G. Property Taxes and Tax Receivable

The County of Ventura is responsible for the assessment, collection, and apportionment of the property
taxes for all taxing jurisdictions, including the District. The District receives an allocation of the 1%
maximum property tax rate allowed under California law. Property taxes are determined annually as of
January 1 and attach as an enforceable lien on real property as of July 1. Taxes are due November 1 and
February 1, and are delinquent if not paid by December 10 and April 10, respectively. Property tax
revenue is recognized in the fiscal year for which the tax is levied, provided they become available and
measurable. The District considers property tax as available if it is received within 60 days after fiscal
year end.

As of June 30, 2014, the District had property tax receivable of $9,503.
H. Net Position and Fund Balance
Government- Wide Financial Statements

Net position represents the difference between all other elements in the statement of net position and
should be displayed in the following three components:

Net investment in Capital Assets — This component of net position consists of capital assets, net of
accumulated depreciation, reduced by outstanding balances of debt that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted — This component of net position consists of restricted assets reduced by liabilities and
deferred inflows or resources to those assets.

Unrestricted — This component of net position is the amount of the assets, deferred outflows of
resources, liabilities, and deferred inflows of resources that are not included in the determination of net
investment in capital assets or the restricted component of net position.

Use of Restricted and Unrestricted Net Position

When expenses are incurred for purposes for which both restricted and unrestricted components of net
position are available, the District’s policy is to apply the restricted component of net position first, and
then the unrestricted component of net position as needed.

Fund Balance Statements

Nonspendable Fund Balance — This amount indicated that portion of fund balance which cannot be spent
because they are either not in spendable form or legally or contractually required to be maintained intact.

Restricted Fund Balance — This amount indicates that portion of fund balance which has been restricted
to specific purposes by external parties, constitutional provisions, or enabling legislation.

Committed Fund Balance — This amount indicated that portion of fund balance which can only be used
for specific purposes pursuant to formal action of the District’s Board of Directors.
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Assigned Fund Balance — This amount indicates that portion of fund balance which 1s constrained by the
District’s intent to be used for specific purposes, but is neither restricted nor committed. The Board of
Directors has designated the General Manager to assign fund balances.

Unassigned Fund Balance — This amount indicated the residual portion of fund balance.

Use of Restricted and Unrestricted Fund Balance

When expenditures are incurred for purposes for which both restricted and unrestricted fund balances
are available, the District’s policy is to apply the restricted fund balances first, then the unrestricted fund
balances as they are needed. When expenditures are incurred for purposes for which unrestricted fund
balances are available, the District used the unrestricted resources in the following order: committed,
assigned, and unassigned.

1. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
(GAAP) 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 expenditures during the reporting period. Actual
results could differ from those estimates.

J. Implementation of New Accounting Principles

Effective July 1, 2012, the District adopted the provisions of GASB Statement No. 62, Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1939 FASB and AICPA
Pronouncements. The objective of GASB Statement No. 62 is to incorporate into the GASB’s
authoritative literature certain accounting and financial reporting guidance that is included in the
following pronouncements issued on or before November 30, 1989, which does not conflict with or
contradict GASB pronouncements: Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
American Institute of Certified Public Accountants’ (AICPA) Committee on Accounting Procedure.
The implementation of this statement did not have significant impact on the District’s financial
statements.

Effective July 1, 2012, the District adopted the provisions of GASB Statement No. 63, Financial
Reporting of Deferred Qutflows of Resources, Deferred Inflows of Resources, and Net Position. The
objective of GASB Statement No. 63 is to improve financial reporting by standardizing the presentation
of deferred outflows of resources and deferred inflows of resources and their effects on a government’s
net position. It will alleviate uncertainty about reporting those financial statement elements by providing
guidance where none previously existed. The implementation of this statement did not have significant
impact on the District’s financial statements.

GASB Statement No. 63 amends the net asset reporting requirements in Statement No. 34, Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments,
and other pronouncements by incorporating deferred outflows of resources and deferred inflows of
resources into the definitions of the required components of the residual measure and by renaming that
measure as net position, rather than net assets. The implementation of this statement did not have
significant impact on the District’s financial statements.
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Effective July 1, 2012, the District adopted the provisions of GASB Statement No. 65, lrems Previously
Reported as Assets and Liabilities. GASB 65, among other things, amends prior guidance with respect to
the treatment of debt issuance costs. Debt issuance costs should be recognized in the period incurred
rather than reported on the statement of net position as deferred charges and recognized systematically
over the life of the debt. The accounting changes of this statement should be applied retroactively and
therefore the District has reported a restatement of beginning net position for any unamortized debt
issuance costs (deferred charges) previously reported on the statement of net position to conform. The
implementation of this statement was limited to renaming of “Net Assets” to “Net Position” in the
District’s financial statements.

NOTE 2 - CASH and INVESTMENTS:

The District has adopted provisions of Governmental Accounting Standards Board (GASB) Statement
No. 31, “Accounting and Financial Reporting for Certain Investments and External Investment Pools.”
GASB Statement No. 31 establishes accounting and financial standards for investments in interest-
earning investment contracts, external investment pools, and mutual funds. The statement requires all
applicable investments to be reported at fair value on the balance sheet. Fair value is the amount at
which an investment could be exchanged in a current transaction between willing parties, other than in a
forced sale. All investment income, including change in fair market value of investments, is recognized
as revenue in the operating statement.

A. Custodial Credit Risk

California Law requires banks and savings and loan institutions to pledge government securities with a
market value of 110% of the District's cash on deposit, or first trust deed mortgage notes with a market
value of 150% of the deposit, as collateral for these deposits. Under California Law this collateral is
held in a separate investment pool by another institution and places the District ahead of general
creditors of the institution. Although not held specifically in the name of the District the collateral pool
is held in the name of all governmental organizations with deposits at the institution. The District may
waive collateral requirements for deposits which are fully insured up to $250,000 by the Federal Deposit
Insurance Corporation (FDIC). The District has not waived the collateralization requirements.

The District’s investments are carried at fair value, as required by generally accepted accounting
principles. The District adjusts the carrying value of its investments to reflect their fair value at each

fiscal year end, and it includes the effects of these adjustments in income for that fiscal year.

Cash and investments are classified in the financial statements as shown below, at June 30, 2014:

Statement of Net Assets
Cash and Investments available for operations $ 1,260,483
Total Cash and Investments $ 1,260,483
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Cash and mvestments as of June 30, 2014, consist of the following:

Cash on Hand

Demand Deposits
Money Market Accounts
Certificate of Deposits

Total Cash and Investments

B. Investments Authorized by Debt Agreements
Investments of debt proceeds held by bond trustees are governed by provisions of the debt agreements,
rather than the general provisions of the California Government Code or the District’s investment
policy. The District had no debt proceeds investments as of June 30, 2014.

C. Authorized Investments

$ 229,881
530,276
500,326
$ 1,260,483

The District’s investment policy and the California statutes authorize the District to invest idle or surplus
funds in a variety of credit instruments as provided for in California Government Code Section 53600,
Chapter 4-Financial Affairs. The table below identifies these investment types, and also identifies
certain provisions of the California Government Code that address interest rate risk, credit risk, and
concentration of credit risk. This table does not address investments of debt proceeds held by bond

trustee.
Investment Authorized by Maximum Maximum
Types Authorized Investment  Maximum Percentage Investment in
by State Law Policy M aturity* of Portfolio One Issuer*

Local Agency Bonds 5 vears None None
U.S. Treasury Obligations 5 years None None
State Obligations - CA and Others 5 years None None
U.S Agency Obligations 5 years 10% Norne
Banker’s Acceptances 180 days 46% 30%
Commercial Paper 270 days 251040% 10%
Negotiable Certificate of Depost 3 years 30% None
Placement Service Deposits and CDs 5 years 30% None
Repurchase Agreements 1 None None
Reverse Repurchase Agreements and Securities Lending Agreements 92 days 20% 10%
Medium-Term Notes 5 years 30% None
Mutual Funds and Money Market Funds Yes N/A 20% 10%
Collateralized Bank Deposits Yes 5 years None None
Mortgage Pass-Through Securities 5 years 20% None
Bank/Time Deposits Yes 5 years None None
County Pooled Investment Funds Yes N/A None None
Jomnt Power Authority Pool N/A None None
Local Agency Investment Fund (LAIF) Yes N/A None None
Voluntary Investment Program Fund N/A None None

* Based on state law requirements or investment policy requirements, whichever Is more restrictive.
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D. Inherent Rate Risk

Inherent 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. As of fiscal year end, the bank certificates of deposits held by
the District are all under one-year in maturity and are non-negotiable, and, thus, have a guaranteed face
value.

As of year end, the weighted average maturity of the money market mutual funds and certificate of
deposits held by the District is twelve months or less.

E. Credit Risk

Generally, credit risk is the risk that an issuer or 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. While there is no minimum legal rating required by (where applicable) the
California Government Code, the District’s investment policy, or debt agreements, for Money Market
Mutual Funds, the actual ratings as of June 30, 2014 for Money Market Mutual Funds are AAAm as
provided by Standard and Poor’s investment rating system.

F. Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in any
one issuer beyond that stipulated by the California Government Code. As of June 30, 2014, the District
does have investments in one issuer that represents 5% or more of total District investments.

Amount Percentage of
Investments Invested Investment
Demand Deposits $ 229,881 18%
Money Market Accounts 530,276 42%
Certificate of Deposits 250,176 20%
Certificate of Deposits 250,150 20%
Total Cash and Investments $ 1,260,483 100%

NOTE 3 - CAPITAL ASSETS

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not
available. Contributed capital assets are valued at their estimated fair market value on the date
contributed.

All capital assets with limited useful lives are depreciated over their estimated useful lives. The purpose
of depreciation is to spread the cost of the capital assets equitably among all users over the life of these
assets. The amount charged to depreciation expense each year represents that year’s pro rata share of
the cost of the capital assets.
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Depreciation Allocation:
Depreciation expense is charged to functions based on their usage of the related assets. Depreciation
expense of $1,825 was allocated among the functions of government for the current year end.

Depreciation is provided using the straight line method, which means the cost of the asset is divided by
its expected useful live in years and the result is charged to expense each year until the asset is fully
depreciated. The capitalization threshold for capital assets is $1,000. The District assigned the useful
lives listed below to capital assets:

Useful Lives
Furniture 3-7 years
Equipment 5-10 years

A summary of changes in the Disrict's capital assets is as follows:

Description 6/30/2013  Additions Disposal 6/30/2014
Furniture S 7,135 S - S - S 7,135
Equipment 13,427 - 13,427
Total Capital Assets 20,562 - - 20,562
Less: Accumulated Depreciation (16,149) (1,825) - (17,974)
Net Capital Assets S 4,413 S (1,825) S - S 2,588

NOTE 4 - GRANT DEED

The District was deeded property known as the “school bus stop” by the County of Ventura on March
21, 2008 to be used for the benefit of the District for a period of at least 25 years. If the property is not
used for the benefits of the District for at least 25 years, the property shall revert to County of Ventura.

NOTE 5 - SUBSEQUENT EVENTS

The District has evaluated subsequent events through September 3, 2014 the date on which the financial
statements were available to be issued. The District is not aware of any subsequent events that require
recognition or disclosure in the financial statements.
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REQUIRED
SUPPLEMENTARY INFORMATION
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Note 1 — Budgets and Budgetary Accounting

The District is required by state law to adopt annual budgets for the General Fund. Budgets are
presented and adopted on the modified accrual basis of accounting, consistent with generally accepted
accounting principles (GAAP). Annual appropriated budgets are adopted and amended as required for
the General Fund. For each legally adopted operating budget, expenditures may not exceed budgeted
appropriations at the activity level. Once a budget is approved, it can be amended at the Function level
by the Board of Directors. Each budget is controlled by the District Manager at the expenditure function
level. The General Fund completed the year within its legally authorized budget.

Bell Canyon Community Services District
Required Supplementary Information (Unaudited)
For the Year Ended June 30, 2014

Budgetary Comparison Schedule, General Fund

Variance
Budget Amounts Actual Favorable
Original Final Amounts (Unfavorable)
REVENUES
Property taxes $ 501,890 $ 501,890 $ 463,666 $ (38,224)
Interest income 1,500 1,500 1.326 (174)
Total Revenue 503,390 503,390 464,992 (38.398)
EXPENDITURES
Rubbish Collection Services 341,000 341,000 369,352 (28,352)
Traffic Enforcement 40,000 40,000 26,848 13,152
Community 179,100 179,100 21,683 157,417
Emergency Broadcast 350 350 663 (313)
Roving Patrol/Training - - 35 35
General and Administrative Expenses
Contract Services 17,000 17,000 16,692 308
Cost of Election - - - -
Legal 7,000 7,600 5,869 1,131
Accounting 8,000 8,000 9,480 (1,480)
Insurance 4,200 4,200 3,839 361
Other Administrative Costs 10,700 10,700 9,140 1,560
Total Expenditures 607,350 607,350 463,601 $ 143,749
Net Change in Fund Balance $ (103,960) $ (103,960) 1,391
Fund Balance, Beginning of Year 1,249,412
Fund Balance - End of year $ 1,250,803
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Independent Auditor’s Report on
Internal Control
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LICHTER YU AND ASSOCIATES, INC.
CERTIFIED PUBLIC ACCOUNTANTS

16133 VENTURA BLVD., SUITE 450
ENCINO, CALIFORNIA 91436
TEL (818)789-0265 FAX (818) 789-3949

INDEPENDENT AUDITOR’S 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

Board of Directors and Members
Bell Canyon Community Services District

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States,
the financial statements of the governmental activities, the business-type activities, and the general fund of Bell Canyon Community
Services District (the “District”), as of and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements, and have issued our report thereon dated September 3, 2014.

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 conirol) to determine the audit procedures that are appropriate in the circumstances for the purpose of expressing
our opinions 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 entity’s financial statements will not be prevented, or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Bell Canyon Community Services District’s financial statements are free
of 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 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 entity’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

A4 % v bt

September 3, 2014
Encino, CA
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