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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Resort Improvement District No. 1
Shelter Cove, California

Report on Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
Resort Improvement District No.1, as of and for the year ended June 30, 2015, 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
g p

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.

Auditors’ 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 and the minimum audit requirements for California Special Districts issued by
the State Controller’s Office. 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 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 auditor
considers 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
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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 governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the Resort Improvement District
No. 1, as of June 30, 2015, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

Provisions of the following Governmental Accounting Standards Board Statement, which
became effective for fiscal years beginning after June 30, 2014, affect the financial reporting of
pensions:

Statement No. 68 — Accounting and Financial Reporting for Pensions

Management has recorded their proportionate share of the plan’s net pension liability based on
the last actuarial report available, obtained from the California Public Employees’ Retirement
System (CalPERS). A separate GASB 68 Report was not available for inclusion with this audit
report. The omission of additional pension disclosures and transactions, including the effects of
changes in deferred outflows and inflows of resources, does not constitute a modification to our
opinion. Our opinion on the basic financial statements is not affected by this missing
information.

Other Matters
Required Supplementary Information

Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America requires to be presented to supplement the
basic financial statements. Management has omitted the Schedule of Contributions and Schedule
of Proportionate Share of CalPERS which is required supplementary information.

Such missing 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. Our opinion on the basic financial statements is not affected by
this missing information.
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, if provided, and budgetary comparison schedules on
page 28 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
inquires 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 Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Resort Improvement District No. 1°s financial statements as a whole.
The introductory section, and combining and individual financial statements, are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. Tn our opinion, the
combining and individual nonmajor fund financial statements are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of
the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

February 10, 2016
Fortuna, California
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RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Net Position

June 30, 2015
Governmental Business-type
Activities Activities Total
ASSETS
Cash and Cash Equivalents $ 55,819 $ 3,153,177 $ 3,208,996
Grants Receivable - 42.872 42,872
Accounts Receivable, Net of Allowance
For Doubtful Accounts of $2,198 - 219,115 219,115
Assessment Receivable - 320,707 320,707
Inventory of Materials and Supplies - 190,561 190,561
Fixed Assets
Land 140,097 120,973 261,070
Utility Systems and Golf Course - 22,566,277 22,566,277
General Plant and Equipment 3,407,231 - 3,407,231
Accumulated Depreciation (1,129,601) (12,092,153) (13,221,754)
Total Assets 2,473,546 14,521,529 16,995,075
LIABILITIES
Accounts Payable 34,481 78,815 113,296
Customer Deposits - 28,815 28,815
Payroll and Accrued Liabilities 21,338 52,259 73,597
Net Pension Liability 291,916 476,286 768,202
State Loans - 237,506 237,506
Total Liabilities 347,735 873,681 1,221,416
NET POSITION
Invested in Capital Assets, 2,417,727 - 2,417,727
Net of Related Debt - 10,357,591 10,357,591
Designated - Pension (291,916) (476,286) (768,202)
Unrestricted - 3,766,543 3,766,543
Total Net Position $ 2,125,811 $ 13,647,848 $ 15,773,659

The accompanying notes are an integral part of these financial statements.
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RESORT IMPROVEMENT DISTRICT NO. 1
Balance Sheet - Governmental Funds
June 30, 2015

ASSETS
Cash and Cash Equivalents $ 553819
Accounts Receivable, Net of Allowance
for Doubtful Accounts of $0 -
Grant Receivable e

Fixed Assets 3,547,328

Total Assets $ 3,603,147
LIABILITIES

Accounts Payable 34,481

Payroll and Accrued Liabilities 21,338

Net Pension Liability 291,916

Total Liabilities 347,735
FUND BALANCE

Invested in Capital Assets, Net

of Related Debt 3,547,328

Designated - Pension (291,916)

Fund Balance - Unassigned -

Total Fund Balance 3,255,412

Total Liabilities and Fund Balance $ 3,003,147

The accompanying notes are an integral part of these financial statements,
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RESORT IMPROVEMENT DISTRICT NO. 1
Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
June 30, 2015

TOTAL FUND BALANCES - Governmental Funds $ 3,255,412

Amounts reported for governmental activities in the Statement
of Net Postion are different because:

Accumulated depreciation on general fixed assets (1,129,601)

Net Position of Governmental Activities § 2,125,811

The accompanying notes are an integral part of these financial statements.
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RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Revenues, Expenditures, and
Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2015

REVENUES
Property Taxes
Harbor District Revenue
Special Assessments
Interest Income
Rent
Grants
Other

Total Revenues

EXPENDITURES
General and Administrative
Fire Protection: Human Resources
Fire Protection: Other Expenditures
Community Center: Human Resources
Community Center: Other Expenditures
Capital Outlay

Total Expenditures

Excess of Revenues Over Expenditures

Allocated to Proprietary Funds

Excess of Revenues and Other Financing
Sources Over Expenditures and
Other Financing Uses

FUND BALANCES - Beginning of Year

PRIOR PERIOD ADJUSTMENT - GASB 68 Net Pension Liability

FUND BALANCES - End of Year

The accompanying notes are an integral part of these financial statements.
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328,084
155
116,994
9,546
34,487
10,700
676

500,642

44,616
50,441
63,151
20,381
124,807

303,396

197,246

(197,246)

(291,916)

(291,916)




RESORT IMPROVEMENT DISTRICT NO. 1
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended June 30, 2015

NET CHANGE IN FUND BALANCES - Total Governmental Funds $

Amounts reported for governmental activities in the Statement of Activities are
different because:

Purchases of Fixed Assets 124,807

Depreciation expense has not been included in the Governmental

Fund Financial Statements. (164,903)
Change in Net Position of Governmental Activities S (40,096)

The accompanying notes are an integral part of these financial statements.
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RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Net Position - Proprietary Funds

June 30, 2015
ASSETS
Current Assets
Cash and Cash Equivalents $ 3,153,177
Accounts Receivable, Net of Allowance
For Doubtful Accounts of $2,198 219,115
Grant Receivable - Water 42,872
Assessment Receivable 320,707
Inventory of Materials and Supplies 190,561
Total Current Assets 3,926,432
Noncurrent Assets
Fixed Assets 22,566,277
Accumulated Depreciation (12,092,153)
Land 120,973
Total Noncurrent Assets 10,595,097
Total Assets 14,521,529
LIABILITIES
Current Liabilities
Accounts Payable 78.815
Customer Deposits 28,815
Payroll and Accrued Liabilities 52,259
Due To Other Funds =
State Loan 237,506
Total Current Liabilities 397,395
Non Current Liabilities
Net Pension Liability 476,286
Total Liabilities 873,681
NET POSITION
Invested in Capital Assets
Net of Related Debt 10,357,591
Designated - Pension (476,286)
Unrestricted 3,766,543
Total Net Position $ 13,647,848

The accompanying notes are an integral part of these financial statements.
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RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Revenues, Expenses, and
Changes in Fund Net Position - Proprietary Funds
For the Year Ended June 30, 2015

OPERATING REVENUES ;
Utility Service Charges $ 1,984,978
Capital Facility Charges 115,575
Special Assessments 218,223
Connection, Extension and Other Fees 192,238
Other 15,330
Total Operating Revenue 2,526,344

OPERATING EXPENSES

Human Resources 950,008
Materials, Supplies and Services 293,349
Power 513,801
Insurance 36,986
Depreciation 728,497
Allocated Administrative Costs 100,209
Total Operating Expenses 2,622,850
Operating Income (Loss) (96,506)

NON-OPERATING REVENUES (EXPENSES)

Interest 43,696
Property Taxes 277,084
Interest Expense -

Grant Revenue 42,872
Transfers In 197,246

Transfers Out .

Total Non-Operating Revenues (Expenses) 560,898

Net Income 464,392
TOTAL NET POSITION - Beginning of Year 13,659,742
PRIOR PERIOD ADJUSTMENT - GASB 68 Net Pension Liability (476,286)
TOTAL NET POSITION - End of Year $ 13,647,848

The accompanying notes are an integral part of these financial statements,
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RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Cash Flows - Proprietary Funds
For the Year Ended June 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers and Users
Payments to Suppliers
Payments to Employees

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
Other Non-Operating Revenues
Other Non-Operating Expenses
Assessment Principal Collected
Operating Transfers In
Operating Transfers Out

Net Cash Provided (Used) by Non-Capital
Financing Activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition of Fixed Assets
Capital Grants
Payment of Long Term Debt
Interest Paid on Long Term Debt

Net Cash Provided (Used) by Capital and
Related Financing Activities

CASH FLOWS FROM INVESTMENT ACTIVITIES
Interest Received

Net Cash Provided by Investing Activities
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - Beginning of Year

CASH AND CASH EQUIVALENTS - End of Year

The accompanying notes are an integral part of these financial statements.
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$ 2,509,799
(939,870)
(944,822)

625,107

277,084

99,926
197,246

574,256

(307,802)

(75,784)

(383,586)

43,696

43,696

859,473

2,293,704

$ 3,153,177




RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Cash Flows - Proprietary Funds
For the Year Ended June 30, 2015

RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating Income (Loss) $  (96,506)

Adjustments to Reconcile Operating Income (Loss) to
Net Cash Provided (Used) by Operating Activities:

Depreciation 728,496

Changes in Assets and Liabilities:

Receivables (7,202)
Materials (9,343)
Accounts Payable 4,476
Deposits 26,136
Accrued Liabilities (20,950)
Net Cash Provided (Used) by Operating Activities $ 625,107

The accompanying notes are an integral part of these financial statements.
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NOTE 1 -

RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Resort Improvement District No. 1 (District) was formed April 29, 1965 under
the provisions of the Public Resources Code of the State of California. The District
is governed by an elected board of directors and provides fire, recreation and utility
services to the unincorporated area in Humboldt County generally known as Shelter
Cove.

The financial statements of the Resort Improvement District No. | have been
prepared in conformity with generally accepted accounting principles (GAAP) as
applied to government units. The Governmental Accounting Standards Board is the
accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The more significant of the District's accounting
policies are described below.

Reporting Entity

There are no significant activities or Districts on which the District exercises
oversight responsibility which require inclusion in the financial statements for the
year ended June 30, 2015. The following criteria regarding manifestation of
oversight were considered by the District in its evaluation of Districts and activities
to include or exclude:

Financial Interdependency - The District is responsible for its debts and is entitled
to surpluses. No separate agency receives a financial benefit, nor imposes a
financial burden on the District.

Election of Governing District - The locally elected governing board is exclusively
responsible for all public decisions and is accountable for the decisions it makes.

Designation of Management - The governing board appoints District management.
All activities under the purview of management are within the scope of the
reporting entity and management is accountable to the governing board for the
activities being managed.

Significant Influence on Operations - The governing board has the legal authority
to significantly influence operations. This authority includes, but is not limited to,
adoption of the budget, control over all assets, including facilities and properties,
short-term borrowing, long term borrowing as limited by state law, signing
contracts, and developing the programs to be provided.

Accountability of Fiscal Matters - The responsibility and accountability over all
funds is vested in the District management.

Basic Financial Statements — Government-wide Statements

The District’s basic financial statements include both government-wide (reporting
the District as a whole) and fund financial statements (reporting the District’s major
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basic Financial Statements — Government-wide Statements (Continued)

funds). Both the government-wide and fund financial statements categorize primary
activities as either governmental or business type. The District’s fire department,
parks and recreation, airport and general administrative services are classified as
governmental activities. The District’s water, sewer services, and electric activities
are classified as business-type activities.

In the Government-wide Statement of Net Position, both the governmental and
business type activities columns are presented on a consolidated basis and are
reported on a full accrual, economic resource basis. The District’s net position is
reported in three parts — invested in capital assets, net of related debt; restricted net
assets; and unrestricted net assets. At the end of each fiscal year, all current year
activities of the general government fund is allocated and transferred to the
business type activities. The District does not keep a separate general fund bank
account.

Fund Accounting

The District uses funds to report on its financial position and the results of its
operations. Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactions related to certain government
functions or activities.

A fund is a separate accounting entity with a self-balancing set of accounts. Funds
are classified into three categories: governmental, proprietary and fiduciary. Each
category is divided into separate "fund types."

Governmental funds are used to account for all or most of a government's general
activities, including the collection and disbursement of earmarked monies (special
revenue funds), the acquisition or construction of general fixed assets (capital
projects funds), and the servicing of general long term debt (debt service funds).
The general fund is used to account for all activities not accounted for in some
other fund.

Proprietary funds are used to account for activities similar to those found in the
private sector, where the determination of net income is necessary or useful to
sound financial administration. Goods or services from such activities can be
provided either to outside parties (enterprise funds) or to other departments or
agencies primarily within the District (internal service funds). The District
maintains enterprise funds for its electric utility, water utility, sewer utility and golf
recreation activities.
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Accounting (Continued)

Fiduciary funds are used to account for assets held on behalf of outside parties,
including other governments, or on behalf of other funds within the District. When
these assets are held under the terms of a formal trust agreement, either a pension
trust fund, a nonexpendable trust fund or an expendable trust fund is used. The
terms "nonexpendable" and "expendable" refer to whether or not the government is

under an obligation to maintain the trust principal. Agency funds generally are used
to account for assets that the District holds on behalf of others as their agent.

Fund Balances, Reserves and Designations

In the Fund financial statements, fund balances represent the net current assets of
each fund. The District’s fund balances are classified based on spending constraints
imposed on use of resources. For programs with multiple funding sources, the
District prioritizes and expends funds in this order: Restricted, Committed,
Assigned, and Unassigned. These are defined as follows:

Nonspendable represents balances set aside to indicate items that do not
represent available or spendable resources, even though they are a
component of assets. Fund balances required to be maintained intact, such
as Permanent Funds, and assets not expected to be converted to cash such
as prepaids, are included.

Restricted fund balances have external restrictions imposed by creditors,
grantors, contributors, laws, regulations, or legislation which require the
resources be used only for specific purposes.

Committed fund balances have constraints imposed by formal action of
the District Board, such as an Ordinance, which may be altered only by
the same formal action of the District Board.

Assigned fund balances are amounts constrained by the District Boards
intent to be used for a specific purpose, but are neither restricted nor
committed.

Unassigned fund balances represent residual amounts that have not been
restricted, committed, or assigned. This includes the residual general fund
balance.



RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

New Accounting Pronouncements

In June 2012, GASB issued Statement 68, Accounting and Financial Reporting for
Pensions and Statement 67, Financial Reporting Jor Pension Plans. In December
2015, GASB issued Statement 78, Pensions Provided through Certain Multiple-
Employer Defined Benefit Pension Plans. Under these new regulations employers
are required to record the net pension liability, pension expense, and deferred
outflows/deferred inflows of resources related to pensions in their financial
statements as part of their financial position.

In June 2011, the GASB issued Statement 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position, which
changed the structure of a government balance sheet.

Deferred Outflow — represents the consumption of a government’s net
assets that is applicable to a future period.

Deferred Inflow — represents the acquisition of net assets that is applicable
to a future reporting period.

In March 2012, GASB issued Statement No. 65, Items Previously Reported as
Assets and Liabilities, which amends the classification of certain items to be
included as deferred inflows and outflows.

The District has implemented GASB 68 by recognizing their proportionate share of
net pension liability; however, management has not reported the resulting pension
items that qualify to be reported under the classification of Deferred Outflows or
Inflows of resources. Management has determined that the implementation of
GASB 63 and 65 will have no material effect on the financial statements.

Basis of Accounting

The accounting and financial reporting applied to a fund is determined by its
measurement focus. All governmental funds and expendable trusts funds are
accounted for using a current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included
on the balance sheet. Operating statements of these funds present increases (i.c.,
revenues and other financing sources) and decreases (i.e., expenditures and other
financing uses) in net current assets.

All proprietary funds are accounted for on a flow of economic resources
measurement focus. With this measurement focus, all assets and liabilities
associated with the operation of these funds are included in the balance sheet. Fund
equity (i.e., net total assets) is segregated into contributed capital and retained
carnings components. Proprietary fund type operating statements present increases
(i.e., revenues) and decreases (i.e., expenses) in net total assets.
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Accounting (Continued)

The modified accrual basis of accounting is used by governmental fund types,
expendable trust funds, and agency funds. Under the modified accrual basis of
accounting, revenues are recognized when susceptible to accrual (i.e., when they
become both measurable and available). "Measurable" means the amount of the
transaction can be determined and "available" means collectible within the current
period or soon enough thereafter to be used to pay liabilities of the current period.

The District considers property taxes within governmental funds as available if they
are collected within 60 days after year end. A one-year availability period is used
for revenue recognition for all other governmental fund revenues. Expenditures are
recorded when the related fund liability is incurred. Principal and interest on
general long term debt are recorded as fund liabilities when due or when amounts
have been accumulated in the debt service fund for payments to be made early in
the following year.

The accrual basis of accounting is utilized by proprietary fund types, pension trust
funds and nonexpendable trust funds. Under this method revenues are record when
earned and expenses are recorded at the time liabilities are incurred. Water and
sewer services charges are recognized as monthly utility bills are prepared.

Budgets

A budget is adopted for the general fund on a basis consistent with generally
accepted accounting principles. All annual appropriations lapse at fiscal year-end.
The board has given the District Manager authority to make subsequent budget
adjustments. It is this final adjusted budget which is reported in these financial
statements.

Cash and Cash Equivalents

Cash includes amounts in demand deposits, as well as short-term investments with
a maturity date within three months of the date acquired by the District.

Short-term Interfund Receivables/Payables

During the course of operations, transactions occur between individual funds for
goods or services rendered. These receivables and payables are classified as "Due
from Other Funds" or "Due to Other Funds" on the balance sheet. Short-term
interfund loans are reported as "Cash Advances to/from Other Funds."

Supplies Inventory

Materials and supplies inventory is priced at cost using the first-in, first-out
method.



RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

GAAP Election

Proprietary funds have selected consistently not to follow Financial Accounting
Standards Board pronouncements issued subsequent to November 30, 1989 as
permitted under Government Accounting Standards Board Statement No. 20.

Compensated Absences

The District allows employees to accumulate vacation time limited to one year,
which is paid in cash upon termination. Sick leave may be accumulated without
limit. Unused sick leave is credited to PERS upon retirement. The liability for
compensated absences is accrued during the fiscal period in which it is earned.

Fixed Assets

All fixed assets are valued at historical cost. Donated assets are valued at their
estimated fair market value on the date received. Repairs and maintenance are
recorded as expenses; renewals and betterments are capitalized. Depreciation is
taken on these assets using the straight-line method over their useful lives, ranging
from 10 to 40 years.

Building and equipment of the enterprise funds are depreciated using the straight-
line method over useful lives ranging over 20 to 100 years for buildings and
improvements, 15 to 50 years for pipe, poles and appurtenances and 3 to 15 years
for equipment.

Property Taxes and Assessments

Secured property taxes are levied March 1 on all secured real property and are due
and payable November 1 and February 1 of the following fiscal year. Unsecured
property taxes are payable in one installment on or before August 31. The County
of Humboldt is responsible for assessing, collecting and distributing property taxes
and assessments in accordance with California statutory law.

A tax rate of $1.00 per $100.00 of assessed valuation is levied on all property
within the County. The District's share of the taxes collected is determined by state
law. The County distributes to the District its full share of the taxes whether
actually collected or not. All delinquent taxes along with interest and penalties
belong to the County.

Assessments are levied against property located within the District and consist of
water standby fees assessed at $8.00 per parcel for each uninhabited parcel for
which service could be made available. A special utility tax is $80.00 per parcel for
every parcel within the District,
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property Taxes and Assessments

A one-time special assessment was made during the 1997-98 fiscal year to fund
improvements to the sewer treatment facility. An assessment district was formed
under the Municipal Improvement Act of 1913 (California Streets and Highways
Code section 10000 et. Seq.). Bonds were issued in July of 1998 for assessments
remaining unpaid by the payment due date. A special tax rate applies to each parcel
against which such bonds were issued and will be levied each year until the entire
principal and interest amounts are paid.

Long-term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or
when resources have been accumulated in the debt service fund for payment early
in the following year. For other long-term obligations, only that portion expected to
be financed from expendable, available financial resources is reported as a fund
liability of a governmental fund. Long-term liabilities expected to be financed from
proprietary fund operations are accounted for in those funds,

Fund Equity

Contributed capital is recorded in proprietary funds that have received capital
contributions from developers, customers, and other sources. Reserves represent
those portions of fund equity not available for appropriation for expenditure or
legally segregated for a specific future use.

Debt Discounts/Issuance Costs

In governmental fund types, debt discounts and issuance costs are recognized in the
current period. Debt discounts and issuance costs for proprietary fund types are
deferred and amortized over the term of the debt using the bonds-outstanding
method, which approximates the effective interest method. Debt discounts are
presented as a reduction of the face amount of debt payable, whereas issuance costs

are recorded as deferred charges and are presented in the financial statements under
"Other Assets”.
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses.
Transactions that constitute reimbursements to a fund for expenditures/expenses
initially made from it that are properly applicable to another fund, are recorded as
reductions of expenditures/expenses in the fund that is reimbursed.

All  other interfund transactions, except quasi-external transactions and
reimbursements, are reported as transfers. Nonrecurring or nonroutine permanent
transfers of equity are reported as residual equity transfers. All other interfund
transfers are reported as operating transfers.

Estimates
The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures.
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NOTE 2 -

NOTE 3 -

RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

STATE LOANS
State Revolving Fund

On January 27, 1999, the District signed a loan contract with the State Water
Resources Control Board. Under the contract, the State loaned the District
$1,316,665 from the State Revolving Fund (SRF). The State Revolving Fund was
created by a grant from the United States Environmental Protection Agency under
the Capitalization Grants for State Revolving Funds program.

The loan bears interest at 2.2 percent per annum. The repayment schedule calls for
annual payments of $82,677, commencing September 1, 2000 with the final payment
due September 1, 2019. The loan was paid off in J uly 2015,

The contract provides that all future debt incurred by the District shall be on parity
with, or subordinate to, the SRF loan. The contract also provides that the District
shall maintain a dedicated source of revenue sufficient to provide reasonable
assurance of repayment. The revenue source contemplated, and so dedicated, is the
repayment by the Assessment District of interest and principal of the Series A
bonds.

The proceeds of the loan are to benefit the Shelter Cove sewer system improvement
project. The loan proceeds were used to acquire the Assessment District Series A
bonds. Those funds were then paid over to the District by the Assessment District
and utilized to fund the project.

PROPERTY TAX REVENUES

During the 1996/97 fiscal year, the County apportioned the District its share of the
general tax rate under the “Teeter Plan”. Under this plan, the full amount of the levy
is paid to the District, whether collected or not. All interest and penalties for late
payment of taxes are retained by the County.

23



RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements

June 30, 2015
NOTE 4- FIXED ASSETS
The following is a summary of the changes in the general fund fixed assets during
the fiscal year.
June 30, 2014 Additions Retirements June 30, 2015
Land and Land Rights $ 136,949 § 3,148 § - $140,097
Buildings & Improvements 575,525 25,000 - 600,525
Airport Improvements 1,045,076 9,417 - 1,054,493
Airport Equipment 18,629 - - 18,629
Fire Equipment 1,310,518 16,307 - 1,326,825
Office Equipment 32,964 8,373 - 41,337
Parks 250,224 37,072 - 287,296
Road Repairs 49,941 25,491 - 25,491
Intangibles 2,694 - - 2,694
$ 3,422,520  $124,808 $ - $3,547,328

The following is a summary of proprietary fund type (enterprise funds) fixed assets:

Electrical System
Land
Allowance for Depreciation

Water System
Allowance for Depreciation

Sewer System
Allowance for Depreciation

Total
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6,984,863

120,973
(4,208,606)

2,897,230

7,144,832
(3,165,612)
3,979,220

8,436,582
(4,717,935)
3,718,647

10,595,097



RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE S - CASH AND CASH EQUIVALENTS

The District's temporary investments are all deposits in federally insured banks or in
investment pools maintained by the Humboldt County Treasurer and the State of
California. The carrying amount is the account balance which includes interest. At
times such investments may be in excess of the Federal Deposit Insurance
corporation (FDIC) insurance limits of $250,000.

The following summarizes cash and cash equivalents at June 30, 2013:

Governmental Funds:

Insured by FDIC $ 55,819
Imprest Cash g
$ 55,819
Proprietary Funds:
Pooled with County $2,488,951
Pooled with State 368,087
Insured by FDIC 293,466
Imprest Cash 2,673
53,153,177
Total $3,208,996

NOTE 6 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The District maintains commercial and risk pool coverage covering each
of those risks of loss. Management believes such coverage is sufficient to preclude
any significant uninsured losses to the District. Settled claims have not exceeded this
coverage in any of the past three years.
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 7 - RETIREMENT PLAN

A,

Plan Description: The District's defined benefit pension plan provides retirement
and disability benefits, annual cost-of-living adjustments, and death benefits to
plan members and beneficiaries. The Plan is part of the Public Agency portion of
the California Public Employees Retirement System (CalPERS), an agent
multiple-employer plan administered by CalPERS, which acts as a common
investment and administrative agent for participating public employers within the
State of California. A menu of benefit provisions as well as other requirements is
established by State statutes within the Public Employees' Retirement Law. The
District selects optional benefits provisions from the benefit menu by contract with
CalPERS and adopts those benefits through Board action. CalPERS issues a
separate comprehensive annual financial report. Copies of the CalPERS' annual
financial report may be obtained from the CalPERS Executive Office, 400 P
Street, Sacramento, CA 95814.

Funding Policy: Active plan members who were employed prior to June 30,
2013, are required to contribute 7% of their annual covered salary. Other active
members are required to contribute 6.25%. The District is required to contribute
the actuarially determined remaining amounts necessary to fund the benefits for its
members. The actuarial methods and assumptions used are those adopted by the
CalPERS Board of Administration. The required employer contribution is an
actuarially determined rate which will vary depending on the updated actuarial
report. The contribution requirements of the plan members are established by State
statute and the employer contribution rate is established and may be amended by
CalPERS. The District's contributions to CalPERS for the fiscal years ended June
30, 2015 and 2014 were $64,178 and $77,881, respectively, and equal the total
required contributions for each year. Beginning in FY 2015-2016 CalPERS will
collect additional employer contributions toward the unfunded liability. As of June
30, 2015, Resort Improvement District No 1 reported net pension liability in the
amount of $768,202. The net pension liability for the Plan is measured as the
proportionate share of the net pension liability. The net pension liability of the
Plan is measured as of June 30, 2014, and the total pension liability for the Plan
used to calculate the net pension liability was determined by an actuarial valuation
as of June 30, 2013 rolled forward to June 30, 2014 using standard update
procedures.

NOTE 8 - BUDGETS

The District adopts an annual budget for the General Fund after conducting public
hearings. Planning budgets are prepared for the enterprise funds. No budget
comparison has been presented in these financial statements for the enterprise funds
since the demand for goods and services primarily determines the revenue available
and the expenses incurred.
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RESORT IMPROVEMENT DISTRICT NO. 1
Notes to the Financial Statements
June 30, 2015

NOTE 9 - LOAN PAYABLE

The interest rate on the State Water Resources Control Board Loan is 2.2% per
annum and payments are due in September. The loan was paid in full in July 2015.

NOTE 10 - FINANCIAL STATEMENT PRESENTATION

Certain amounts from the prior year financial statements have been reclassified
to conform to the current year presentation.

NOTE 11 — SUBSEQUENT EVENTS

Management has evaluated all known events that have occurred after J une 30,
2015, and through February 10, 2016, the date when this financial statement was
available to be issued, for inclusion in the financial statements and footnotes.

NOTE 12 - HUMAN RESOURCES RECONCILIATION

The District allocates total human resources expense, including payroll and wages,
payroll taxes, worker’s comp, health insurance and all other related benefits to
numerous funds and accounts. A reconciliation of these amounts is provided below
for the year ended June 30, 2015:

Total Labor Expenses (Wages, Benefits, Other) $ 1,096,529
Reported in Financial Statements as follows:
Statement of Revenues, Expenditures and Changes in
Fund Balances - Governmental Funds
Community Center 63,151

Fire Protection 44,616

Statement of Revenues, Expenses and Changes in
Fund Net Assets - Proprietary Funds 950,008

Transferred to Capital Labor and Capitalized as part
of Fixed Assets on Balance Sheets 38,754

S 1,096,529
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BUDGETARY COMPARISON SCHEDULE



RESORT IMPROVEMENT DISTRICT NO. 1
Statement of Revenues, Expenses, and
Changes in Fund Balances

Budget and Actual - Governmental Funds

REVENUES
Property Taxes
Grants
Special Assessments
Interest Income
Rent

For the Year Ended June 30, 2015

Fire Protection Reimbursement

Other

Total Revenues

EXPENDITURES

Current:

General and Administrative

Fire Protection
Community Center
Noncurrent:
Capital Outlay

Total Expenditures

Total Expenditures Allocated to Proprietary Funds

Net Total Expenditures

Excess of Revenues Over Expenditures

Allocated to Proprietary Funds

Excess (Deficiency) of Revenue and Other
Financing Sources Over (Under) Expenditures

and Other Financing Uses

FUND BALANCE - Beginning

FUND BALANCE - Ending
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General Fund

Original Variance
and Final Favorable
Budget Actual {Unfavorable)
¥ 462,527 $ 328,084 $ (134,443)
35,000 10,700 (24,300)
114,410 116,994 2,584
2,000 9,546 7,546
31,154 34,487 3,333

- 155 155

500 676 176
645,591 500,642 (144,949)
379,871 - 379,871
101,234 95,057 6,177
108,877 83,532 25,345
268,000 124,807 143,193
857,982 303,396 554,586
(177,813) (177,813)
680,169 303,396 376,773
(34,578) 197,246 (231,824)
34,578 (197,246) 231,824

§ .. B .

$ &



OTHER SUPPLEMENTARY INFORMATION



RESORT IMPROVEMENT DISTRICT NO. 1

Combining Statement of Net Position - Proprietary Funds

ASSETS

Current Assets
Cash and Cash Equivalents
Grant receivable

*  Accounts Receivable, Net of Allowance

For Doubtful Accounts of $2,198
Assessment Receivable
Inventory of Materials and Supplies
Total Current Assets

Noncurrent Assets
Fixed Assets
Accumulated Depreciation
Land
Total Noncurrent Assets

Total Assets

LIABILITIES
Current Liabilities
Accounts Payable
Customer Deposits
Payroll and Accrued Liabilities
State Loan
Total Current Liabilities

Noncurrent Liabilities
Net Pension Liability

Total Liabilities

NET POSITION
Invested in Capital Assets,
Net of Related Debt
Designated - Pension
Unrestricted

Total Net Position

June 30, 2015
Electric Water Sewer
Utility Utility Utility Total
$ 826,207 $ 1,772,020 $ 554,950 $ 3,153,177
= 42,872 - 42,872
168,250 26,182 24,683 219,115
- - 320,707 320,707
118,847 67,985 3,729 190,561
1,113,304 1,909,059 904,069 3,926,432
6,984,863 7,144,832 8,436,582 22,566,277
(4,208,606) (3,165,612) (4,717,935) (12,092,153)
120,973 - - 120,973
2,897,230 3,979,220 3,718,647 10,595,097
4,010,534 5,888,279 4,622,716 14,521,529
37,140 30,764 10,911 78,815
13,469 8,563 6,783 28,815
29,203 2,514 20,542 52,259
- - 237,506 237,506
79,812 41,841 275,742 397,395
169,006 122,912 184,368 476,286
248,818 164,753 460,110 873,681
2.897.230 3,979,220 3,481,141 10,357,591
(169,006) (122,912) (184,368) (476,286)
1,033,492 1,867,218 865.833 3,766,543
$ 3,761,716 § 5,723,526 $ 4,162,606 $ 13,647,848
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RESORT IMPROVEMENT DISTRICT NO. 1
Combining Statement of Revenues, Expenses,
and Changes in Fund Net Position- Proprietary Funds
For the Year Ended June 30, 2015

Electric Water Sewer
Utility Utility Utility Total
OPERATING REVENUES
Utility Service Charges $ 1,555,001 $ 215,342 $ 214,635 $ 1,984,978
Capital Facility Charges 58,462 57,113 - 115,575
Special Assessments - 218,223 - 218,223
Connection, Extension
and Other Fees 71,538 113,500 7,200 192,238
Other Operational Income (1,345) (1,013) 17,688 15,330
Total Operating Income 1,683,656 603,165 239,523 2,526,344
OPERATING EXPENSES
Human Resources 585,661 111,494 252,853 950,008
Materials, Supplies and Services 137,424 64,307 91,618 293,349
Power 513,801 513,801
Insurance 13,117 9,560 14,309 36,986
Depreciation 251,676 187,680 289,141 728,497
Allocated Administrative Costs 66,400 12,598 21,211 100,209
Total Operating Expenses 1,568,079 385,639 669,132 2,622 850
Operating Income (Loss) 115,577 217,526 (429,609) (96,506)
NON-OPERATING REVENUES (EXPENSES)
Interest - 850 42,846 43,696
Property Taxes 7,886 82,234 186,964 277,084
Interest Expense - - & -
Grant Revenue - 42,872 - 42,872
Transfers In 154,520 21,398 21,328 197,246
Transfers Out - - - -
Total Non-Operating Revenues 162,406 147,354 251,138 560,898
Net Income (Loss) 277,983 364,880 (178,471) 464,392
TOTAL NET POSITION - Beginning 3,652,739 5,481,558 4,525,445 13,659,742
PRIOR PERIOD ADJUSTMENT (169,006) (122,912) (184,368) (476,286)
TOTAL NET POSITION - Ending $ 3,761,716 $ 5,723,526 $ 4,162,606 $ 13,647,848
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RESORT IMPROVEMENT DISTRICT NO. 1
Combining Statement of Cash Flows - Proprietary Funds
For the Year Ended June 30, 2015

Electric Water Sewer
Utility Utility Utility Total
CASH FLOWS FROM
OPERATING ACTIVITIES
Receipts from Customers and Users $ 1,672,353 $ 599,289 $ 238,157 $ 2,509,799
Receipts from Interfund Services Provided - - - -
Payments to Suppliers (746,836) (69,530) (123,504) (939,870)
Payments to Employees (583,574) (113,520) (247,728) (944,822)
Adjustment from Prior Period Adjustment - - - -
Net Cash Provided (Used) by Operating Activities 341,943 416,239 (133,075) 625,107
CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
Other Non-Operating Revenues 7.886 82,234 186,964 277,084
Other Non-Operating Expenses - - - -
Assessment Principal Collected - - 99,926 99,926
Operating Transfers In 154,520 21,398 21,328 197,246
Operating Transfers Out - - - -
Net Cash Provided (Used) by Non-Capital
Financing Activities 162,406 103,632 308,218 574,256
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition of Fixed Assets (79,688) (157,251) (70,863) (307,802)
Capital Grants - - - -
Payment of Long Term Debt - - (75,784) (75,784)
Interest Paid on Long Term Debt - - - -
Net Cash Provided (Used) by Capital and
Related Financing Activities (79,688) (157,251) (146,647) (383,586)
CASH FLOWS FROM INVESTMENT
ACTIVITIES
Interest Received - 85 0 42,846 43,696
Net Cash Provided by Investing Activities - 850 42,846 43,696
INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 424,661 363,470 71,342 859,473
CASH AND CASH EQUIVALENTS
Beginning of Year 401,546 1,408,550 483,608 2,293,704

CASH AND CASH EQUIVALENTS
End of Year $ 826,207 $ 1,772,020 $ 554,950 $ 3,153,177
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RESORT IMPROVEMENT DISTRICT NO. 1
Combining Statement of Cash Flows - Proprietary Funds
For the Year Ended June 30, 2015

Electric Water Sewer
Utility Utility Utility Total
RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES
Operating Income (Loss) $ 115,577 $§ 217,526 $ (429,609) § (96,506)
Adjustments to Reconcile Operating
Income (Loss) to Net Cash Provided
(Used) By Operating Activities:
Depreciation 251,676 187,680 289,141 728,497
Changes in Assets and Liabilities:
Receivables (4,653) (1,321) (1,228) (7,202)
Materials (6,650) (2,555) (138) (9,343)
Accounts Payable (16,094) 16,935 3,634 4,475
Deposits 1,345 1,014 333 2,692
Accrued Liabilities 742 (3,040) 4,792 2,494

Net Cash Provided (Used) By
Operating Activities $ 341,943 $ 416,239 $ (133,075) $ 625,107
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RESORT IMPROVEMENT DISTRICT NO. 1
District Representations Required by the United States
Department of Agriculture
June 30, 2015

The District has complied with requirements of the Sewer Revenue Bond
Resolution, including the maintenance of cash reserves.

All audit adjustments have been recorded in the District’s books of account.

All funds of the District are on deposit with institutions insured by the Federal
government, with the County of Humboldt or with the State of California.

The district is exempt from Federal and California income taxes under Internal
Revenue Code Section 115 and the constitution of the State of California.

The District’s accounting records are adequate to provide an audit trail sufficient
to support an opinion by an independent auditor.

The District’s primary assets in terms of cost are the above ground and
underground systems of electrical, water and sewer lines. These require very little
physical control. The materials and supplies inventory is controlled by a general
ledger account. A physical inventory is taken periodically to verify this record.
Trucks and autos are controlled by the State Licensing Agency.

Other assets are minimal. The District directors and management are involved
with the operations closely enough to provide a good informal control over these
items,

The District has implemented all prior year audit recommendations,

Enterprise fund accounts receivable were aged as follows at June 30, 2015:

0-30 Days $211,545
31-60 Days 3,814
Over 60 Days 3853

$221,312

The State Water Resource Control Board Loan Project No. C-06-4262-110 was
paid off in August 2015 for $242,731. This saved the District over $5,000 in
interest payments.
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