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Leaf & Cole, LLP
Certified Public Accountants 

A Partnership of Professional Corporations 

Independent Auditor's Report 

To the Board of Directors 
De Luz Community Services District 
41606 Date Street, Suite 205 
Murrieta, California 92562 

We have audited the accompanying financial statements of the De Luz Community Services District, which 
comprise the statement of net position as of June 30, 2020, and the related statements of revenues, expenses, and 
changes in net position and cash flows for the year then ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Governmental Auditing Standards issued by the Comptroller General of 
the United States and the State Controller's Minimum Audit Requirements for California Special Districts. 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 risks assessments, 
the auditqr considers internal control relevant to the entity's preparation and fair presentation of the financial 
statement� in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the District's internal control. Accordingly, we express no such 
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of significant accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

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

2810 Camino Del Rio South, Suite 200, San Diego, California 92108-3820 
619.294.7200, 619.294.7077 fax, www.leaf-cole.com, leafcole@leaf-cole.com 



To the Board of Directors Page 2 
De Luz Community Services District 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of the De Luz Community Services District as of June 30, 2020, and the changes in financial position and cash 
flows for the year then ended in accordance with accounting principles generally accepted in the United States of 
America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis, and the required supplementary information on pages 33 to 34 as identified in the accompanying table 
of contents be presented to supplement the financial statements. Such information, although not a part of the 
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an 
essential part of financial reporting for placing the 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 financial statements, and other knowledge we obtained during our 
audit of the 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 an opinion on the financial statements that collectively comprise 
De Luz Community Services District's basic financial statem_ents. The schedule of expenditures of federal awards 
is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, 
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also 
not a required part of the basic financial statements. 

The schedule of expenditures of federal awards is the responsibility of management and was derived from and 
relates 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 fmancial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated in all material 
respects in relation to the basic financial statements as a whole. 
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To the Board of Directors Page 3 
De Luz Community Services District 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated February 17, 2021, on 
our consideration of De Luz Community Services 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 solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness of De 
Luz Community Services District's internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering De Luz 
Community Services District's internal control over financial reporting and compliance. 

1--�cole, L-L-f 

San Diego, California 
February 17, 2021 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

This discussion and analysis of the financial performance of De Luz Community Service District (District) provides 
an overview of the District's financial activities for the year ended June 30, 2020. Please read it in conjunction with 
the District's financial statements, which begin on page 9. 

Financial Statements 

This discussion and analysis provides an introduction and a brief description of the District's financial statements, 
including the relationship of the statements to each other and the significant differences in the information they 
provide. The De Luz Community Services District maintains its accounting records in accordance with Generally 
Accepted Accounting Principles for proprietary funds as prescribed by the Governmental Accounting Standards 
Board (GASB). The financial statements of the District report information about the District using accounting 
methods similar to those used by the companies in the private sector. The statements offer short and long-term 
financial information about its activities. The District's financial statements include five components: 

Statement of Net Position 
Statement of Revenues, Expenses and Changes in Net Position 
Statement of Cash Flows 

• Notes to the Financial Statements
• Other Information

The statement of net position includes all of the District's assets, deferred outflows of resources, liabilities and 
deferred inflows of resources, with the difference reported as net position. Net position may be displayed in three 
categories: 

Net investment in capital assets 
• Restricted

Unrestricted

The statement of net position provides the basis for computing rate of retum, evaluating the capital structure of the 
District and assessing its liquidity and financial flexibility. 

The statement of revenues, expenses and changes in net position presents information which shows how the 
District's net position changed during the year. The financial statements, except for the cash flow statement are 
prepared using the accrual basis of accounting, which means the revenues are recorded when earned and expenses 
are recorded when incurred regardless of the timing of cash receipts or payments. The statement of revenues, 
expenses and changes in net position measures the success of the District's operations over the past year and 
determines whether the District has recovered its costs through benefit fees and other charges. 

The statement of cash flows provides infonnation regarding the District's cash receipts and cash disbursements 
during the year. This statement may report cash activity in four categories: 

Operating 
• Noncapital financing
• Capital and related financing
• Investing

This statement differs from the statement of revenues, expenses and changes in net position, because the statement 
accounts only for transactions that result in cash receipts or cash disbursements. 

4 



MANAGEMENT'S DISCUSSION AND ANALYSIS 

Notes to Financial Statements 

The notes to the financial statements provide a description of the accounting policies used to prepare the financial 
statements and present material disclosures required by generally accepted accounting principles that are not 
otherwise present in the financial statements. 

Other Information 

In addition to the financial statements and accompanying notes, the financial statements also present certain required 
supplementary information which follows the notes to the financial statements. The supplementary information 
includes retirement funding schedules. 

Financial Highlights 

The District's net position increased $110,264 to $18,043,634 for the year ended June 30, 2020. 

• The District's total revenues increased from $2,583,144 for the year ended June 30, 2019 to $4,427,642 for
the year ended June 30, 2020 due to a significant increase in disaster revenue.

. The District's total expenses increased from $3,008,768 for the year ended June 30, 2019 to $4,317,378 for
the year ended June 30, 2020. General contract and P.O. work and in-house road maintenance increased as
a result of disaster - related expenses.

Net Position 

The following is a summary of the District's statements of net position at June 30: 

Dollar 
2020 2019 Change 

Assets: 
Current and other assets $ 8,227,923 $ 7,368,773 $ 859,150 
Capital assets 11,335,381 11,955,720 {620,339} 

Total Assets 19,563,304 19,324,493 238,811 

Deferred Outflows of Resources 253,143 279,049 (25,906) 

Liabilities: 
Current liabilities 233,069 165,685 67,384 
Noncurrent liabilities 1,486,760 1,465,617 21,143 

Total Liabilities 1,719,829 1,631,302 88,527 

Deferred Inflows of Resources 52,984 38,870 14,114 

Net Position: 
Net investment in capital assets 11,125,278 11,705,989 (580,711) 
Unrestricted 6,918,356 6,227,381 690

2
975 

Total Net Position $ 18,043,634 $ 17,933,370 $ 110,264 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Net Position (Continued) 

As noted in the financial highlights above, net position increased by $110,264 from fiscal year 2019 to 2020. Net 
investment in capital assets decreased $580,711 in fiscal year 2020. This decrease is the result of depreciation 
expense exceeding the District's investment in capital assets in fiscal year 2020 as the District focused on disaster
related repairs. 

Revenues. Expenses and Changes in Net Position 

The following is a summary of the District's revenues, expenses and changes in net position for the years ended 
June 30: 

Dollar 
2020 2019 Change 

Revenues: 
Operating revenues $ 2,429,950 $ 2,418,883 $ 11,067 
Nonoperating revenues 1

2
997,692 164,261 1,833,431 

Total Revenues 4,427,642 2,583,144 1,844,498 

Expenses: 
Depreciation expense 642,830 643,265 (435) 
Other operating expenses 3,660,226 2,348,926 1,311,300 
Nonoperating expense 14,322 16,577 (2,255} 

Total Expenses 4,317,378 3,008,768 1,308,610 

Change in Net Position 110,264 (425,624) 535,888 

Net Position at Beginning of Year 17,933,370 18,358,994 (425,624) 

Net Position at End of Year $ 18,043,634 $ 17,933,370 $ 110,264 

A closer examination of the sources of changes in net position reveals that nonoperating revenues increased by 
$1,833,431, as a result of a increase in disaster revenue from the Federal Emergency Management Agency (FEMA) 
in fiscal year 2020. Operating expenses, exclusive of depreciation, increased $1,311,300 in fiscal year 2020 due to 
the District performing more general contract and P.O. work as noted previously. Disaster-related repairs stem 
from storm damage incurred during calendar year 2019. Nonoperating expenses decreased $2,255 in fiscal year 
2020 as a result of reduced interest expense. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Capital Assets 

Capital assets consist of the following at June 30: 

Cagital Assets Being Degreciated: 
Roads 
Culverts 
Building 
Construction equipment 
Dips 
Signs 
Transportation equipment 
Guard rails 
Office furniture 
Other assets 

Total Capital Assets Being Depreciated 
Less: Accumulated depreciation 

Net Capital Assets Being Depreciated 

Net Capital Assets 

2020 

$ 21,869,614 $ 
3,144,129 

549,204 
298,234 
180,383 
161,079 
111,088 
101,697 
54,257 
28,410 

26,498,095 
{15,162,714} 
11,335,381 

$ 11,335,381 $ 

Dollar 
2019 Change 

21,869,614 $ 
3,144,129 

549,204 
298,234 
180,383 
161,079 
111,088 
101,697 

31,766 22,491 
28,410 

26,475,604 22,491 
(14,519,884} (642,830} 
11,955,720 (620,339) 

11,955,720 $ (620,339} 

There were $22,491 of additions to capital assets being depreciated for the year ended June 30, 2020 and no 
deletions. Additions include computer upgrades related to Cloud Storage. A greater level of effort was expended 
on disaster-related expenses for the year ended June 30, 2020. 

Capital Lease Obligation 

The following is a summary of the District's capital lease obligation at June 30: 

Capital lease obligation $ 

2020 

210,103 $ 

2019 
Dollar 
Change 

249,731 $ (39,628) 
============= 

The District reduced its capital lease obligation by $39,628 during the year ended June 30, 2020. No new debt has 
been issued. Details of the capital lease obligation can be found in Note 6 to the financial statements. 

Economic Factors and Next Year's Budget 

The District will use "Economy of Scale" for next years roadway rehabilitation projects. Next year's slurry seal 
and striping projects will be increased in size to gain a lower cost per foot. The District has plans to initiate 
legislation through the State of California to include the District in the gas tax allocations. This would increase the 
annual budget by as much as one million dollars. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

Contacting the District's Financial Management 

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general 
overview of the District's finances and to demonstrate the District's accountability for the financial resources it changes. 
If you have questions about this report or need additional financial information, contact the De Luz Community Services 
District at 41606 Date Street, Suite 205, Murrieta, California 92562-7090 or call (951) 696-0060 . 
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DE LUZ COMMUNITY SERVICES DISTRICT 
STATEMENT OF NET POSITION 

JUNE 30, 2020 

ASSETS 

Current Assets: (Notes 1 and 2) 
Cash and cash equivalents 
Benefit fees receivable, net 
Franchise fee receivable 
Disaster revenue receivable 
Accrued interest receivable 
Prepaid expenses 

Total Current Assets 

Noncurrent Assets: 

Restricted Assets: (Notes 1, 2 and 3) 
Cash and cash equivalents 

Total Restricted Assets 

Capital Assets: (Notes 1, 4 and 6) 
Depreciable, capital assets net 

Total Capital Assets 

Total Noncurrent Assets 

TOTAL ASSETS 

DEFERRED OUTFLOWS OF RESOURCES: (Notes 1 and 8) 
Deferred outflows related to pension contributions 
Deferred outflows related to pensions 

Total Deferred Outflows of Resources 

(Continued) 

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

$ 

6,262,161 
256,143 
60,512 

1,500,353 
20,820 
31,925 

8,131,914 

96,009 
96,009 

11,335,381 
11,335,381 

11,431,390 

19,563,304 

124,671 
128,472 
253,143 



LIABILITIES 

DE LUZ COMMUNITY SERVICES DISTRICT 
STATEMENT OF NET POSITION (CONTINUED) 

JUNE 30, 2020 

Current Liabilities: (Notes 1, 5 and 6) 

Accounts payable 

Accrued payroll 

Current portion of capital lease obligation 

Total Current Liabilities 

Noncurent Liabilities: 
Liabilities Payable From Restricted Assets: (Notes 1, 3, 5 and 7) 

Deposits 

Total Liabilities Payable From Restricted Assets 

Other Noncurrent Liabilities: (Notes 1, 5, 6 and 8) 

Compensated absences 

Net pension liability 

Capital lease obligation 

Total Other Noncurrent Liabilities 

Total Noncurrent Liabilities 

Total Liabilities 

DEFERRED INFLOWS OF RESOURCES (Notes 1 and 8) 

Deferred inflows related to pensions 

Commitments and Contingencies (Note 9) 

NET POSITION: 

Net investment in capital assets 

Unrestricted 
Total Net Position 

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

$ 

$ 

196,889 

15,478 

20,702 

233,069 

96,009 

96,009 

37,323 

1,164,027 

189,401 

1,390,751 

1,486,760 

1,719,829 

52,984 

11,125,278 

6,918,356 
18,043,634 



DE LUZ COMMUNITY SERVICES DISTRICT 
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION 

FOR THE YEAR ENDED JUNE 30, 2020 

Operating Revenues: 

Benefit fees 

Franchise fees 

Development mitigation fees 

Permit income 

Miscellaneous income 

Total Operating Revenues 

Operating Expenses: 

General contract and P.O. work 

General and administrative 

Depreciation 

Sheriff expense 

In-house road maintenance 

Total Operating Expenses 

Operating Loss 

Nonoperatine Revenues (Expenses): 

Disaster revenue 

Interest income 

Interest expense 

Total Nonoperating Revenues (Expenses) 

Change in Net Position 

Net Position at Beginning of Year 

NET POSITION AT END OF YEAR 

The accompanying notes are an integral part of the financial statements. 
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$ 2,308,255 

60,512 

35,901 

20,380 

4,902 

2,429,950 

2,180,645 

998,814 

642,830 

255,671 

225,096 

4,303,056 

(1,873,106) 

1,866,995 

130,697 
(14,322) 

1,983,370 

110,264 

17,933,370 

$ 18,043,634 



DE LUZ COMMUNITY SERVICES DISTRICT 
STATEMENT OF CASH FLOWS 

FOR THE YEAR ENDED JUNE 30, 2020 

Cash Flows From Operating Activities: 

Cash received from customers 

Cash payments to suppliers for goods and services 

Cash payments to employees for services 

Net Cash Used in Operating Activities 

Cash Flows From Capital and Related Financing Activities: 

Proceeds from disaster revenue 

Acquisition and construction of capital assets 

Payments on capital lease obligation 

Interest paid on capital lease obligation 

Refund of deposits, net 

Net Cash Provided by Capital and Related Financing Activities 

Cash Flows From Investing Activities: 

Interest income 

Net Cash Provided by Investing Activities 

Net Decrease in Cash and Cash Equivalents 

Cash and Cash Equivalents at Beginning of Year 

CASH AND CASH EQUIVALENTS AT END OF YEAR 

Cash and Cash Equivalents: 

Financial Statement Classification: 

Cash and cash equivalents 

Restricted cash and cash equivalents 
Total Cash and Cash Equivalents 

(Continued) 

The accompanying notes are an integral part of the financial statements. 
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$ 2,396,270 

(3,217,069) 

(285,442) 

(1, 106,241) 

429,792 

(22,491) 

(39,628) 

(14,322) 

9,200 

362,551 

151,203 

151,203 

(592,487) 

6,950,657 

$ 6,358,170 

$ 6,262,161 

96,009 
$ 6,358,170 



DE LUZ COMMUNITY SERVICES DISTRICT 
STATEMENT OF CASH FLOWS (CONTINUED) 

FOR THE YEAR ENDED JUNE 30, 2020 

Reconciliation of Operating Loss to Net Cash 

Used in Operating Activities: 

Operating loss 
Adjustments to reconcile operating loss to 

net cash used in operating activities: 

Depreciation 
(Increase) Decrease in: 

Benefit fees receivable, net 

Francise fee receivable 

Prepaid expenses 
Deferred outflows related to pension contributions 

Deferred outflows related to pensions 
Increase (Decrease) in: 

Accounts payable 
Accrued payroll 
Compensated absences 
Net pension liability 
Deferred inflows related to pensions 

Net Cash Used in Operating Activities 

The accompanying notes are an integral part of the financial statements. 
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$ (1,873,106) 

642,830 

(29,736) 

(3,944) 
(1,260) 
7,116 

18,790 

69,746 

(3,541) 
(2,139) 
54,889 
14,114 

$ (1,106,241) 



DE LUZ COMMUNITY SERVICES DISTRICT 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 1- Organization and Significant Accounting Policies: 

Organization 

The De Luz Community Services District (formerly Santa Rosa Community Services District) was created as a 
Community Services District in 1978 by the Local Agency Formation Commission pursuant to Government 
Code Section 61000, and is governed by an elected five member board. The District was organized for the 
purpose of providing street improvements and maintenance, refuse disposal, and supplementary police protection 
within its geographical boundaries. 

The criteria used in determining the scope of the reporting entity are based on the provisions of GASB Cod. Sec. 
2100 "Defining the Financial Reporting Entity." The District is the primary government unit. Component units 
are those entities which are financially accountable to the primary government, either because the District 
appoints a voting majority of the component unit's board, or because the component unit will provide a financial 
benefit or impose a financial burden on the District. The District has no component units. 

Significant Accounting Policies 

A summary of the District's significant accounting policies consistently applied in the preparation of the 
accompanying financial statements follows: 

Method of Accounting 

The District utilizes accounting principles appropriate for an enterprise fund to record its activities. Accordingly, 
the statement of net position and the statement of revenues, expenses and changes in net position have been 
prepared using the economic resources measurement focus and the accrual basis of accounting. 

The District has not elected to apply the option allowed in GASB Cod. Sec. P80. 103 "Proprietary Fund Accounting 
and Financial Reporting" and as a consequence will continue to apply GASB Statements and Interpretations. 

Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States of America requires management to make estimates and assumptions that affect the reported amounts of 
assets, deferred outflows of resources, liabilities and deferred inflows of resources and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those estimates. 

Revenue Recognition 

The District recognizes revenues from benefit and other fees when they are earned. Operating activities generally 
result from providing services and producing and delivering goods. As such, the District considers benefit and 
other fees to be operating revenues. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 1 � Organization and Significant Accounting Policies: (Continued) 

Significant Accounting Policies (Continued) 

Investments 

Inves1ments are stated at their fair value, which represents the quoted or stated market value. Inves1ments that 
are not traded on a market, such as inves1ments in external pools, are valued based on the stated fair value as 
represented by the external pool. 

Allowance for Doubtful Accounts 

Bad debts are recognized on the allowance method based on historical experience and management's evaluation 
of outstanding receivables. The allowance for doubtful benefit fees totaled $56,712 at June 30, 2020. 

Taxes and Assessments 

The District's assessments are billed by the County of Riverside (County) to property owners. The District's 
property tax calendar for the fiscal year ended June 30, 2020 was as follows: 

Lien Date: 
Levy Date: 
Due Date: 

Delinquent Date: 

January 1 
July I 
First Installment - November 1 
Second Installment - February 1 
First Installment - December 10 
Second Installment - April 10 

The County collects the taxes from the property owners and remits the funds to the District periodically during 
the year. The District has an arrangement with the County whereby the County remits taxes which are delinquent 
as of each June 30 to the District in exchange for the right to retain the delinquent taxes, penalties, and interest 
when these amounts are subsequently collected . 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 1 - Organization and Significant Accounting Policies: (Continued) 

Significant Accounting Policies {Continued) 

Capital Assets 

Capital assets purchased or acquired with a cost exceeding $5,000 and an estimated useful life of more than one 
year are reported at historical cost. Donated capital assets, donated works of art, and similar items and capital 
assets received in service concession agreements are reported at acquisition value. Additions, improvements 
and other capital outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred 
for repairs and maintenance are expensed as incurred. Upon sale or disposition of property and equipment, the 
asset account is relieved of the cost and the accumulated depreciation account is charged with depreciation taken 
prior to the sale and any resultant gain or loss is credited or charged to earnings. Depreciation is calculated on 
the straight-line method over the following estimated useful lives: 

Roads 
Culverts 
Building 
Construction equipment 
Dips 
Signs 
Transportation equipment 
Guard rails 
Office furniture 
Other assets 

Depreciation totaled $642,830 for the year ended June 30, 2020. 

Classification of Liabilities 

Useful Life 

40 years 
45 years 
40 years 

7 years 
20 years 
20 years 

5 years 
20 years 

7 years 
7 years 

Certain liabilities which are currently payable have been classified as non~urrent because they will be funded 
from restricted assets. 

Compensated Absences 

Accumulated and unpaid vacation totaling $37,323 is accrued when incurred and included in noncurrent 
liabilities at June 30, 2020. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 1 - Organization and Significant Accounting Policies: (Continued) 

Significant Accounting Policies {Continued) 

Deferred Outflows of Resources and Deferred Inflows of Resources 

Deferred outflows of resources and deferred inflows of resources are defined as a consumption of net assets by 
the District that is applicable to a future period and an acquisition of net assets by the District that is applicable 
to a future reporting period respectively. Deferred outflows of resources and deferred inflows of resources are 
more fully described in Note 8. 

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 pays an annual premium for 
commercial insurance covering bodily injury, property damage, personal injury, non-owned and hired 
automobile liability, owned automobile liability-comqined single limit, and public official's er rors and omissions 
with a $5 million limit per occurrence and annual aggregate limit ari.d a $1,000 deductible. In addition, the 
District carries commercial insurance for otber risks ofloss such as fire damage liability and uninsured motorist 
with a $1 million limit and a $1,000 deductible. The District also carries coverage for employment practices 
liability with a $5 million limit and a $10,000 deductible. Settled claims resulting from these risks have not 
exceeded commercial insurance coverage in any of the past three fiscal years. The District has added a crime 
policy that will insure the District up to $3 million -dollars per occurrence against employee theft, forgery, 
burglary and computer Bild funds transfer fraud with a $25,000 deductible. 

Pensions 

For purposes of measuring the net pension liability, deferred outflows. of resources and deferred inflows of 
resources related to pensions, and pension expense, information about the fiduciary net position and additions 
to/deductions from the Plan's fiduciary net position have been determined on the same basis as they are reported 
by CalPERS. For this purpose, benefit payments (including refunds of employee contributions) are recogniz.ed 
when due and payable in accordance with the benefit terms. Investments are reported at fair value. CalPERS 
audited fmancial statements are publicly available reports that can be obtained at Cal PERS website under Forms 
and Publications. 

GASB 68 requires that the reported results must pertain to liability and asset information within certain defined 
time frames. For this report, the following time frames are used: 

Valuation Date 
Measurement Date 
Measurement Period 

17 

June 30, 2018 
June 30, 2019 
June 30, 2018 to June 30, 2019 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 1 - Organization and Significant Accounting Policies: (Continued) 

Significant Accounting Policies {Continued) 

Fair Value Measurements 

Fair value accounting standards define fair value, establish a framework for measuring fair value, outline a fair value 
hierarchy based on inputs used to measure fair value and enhance disclosure requirements for fair value 
measurements. The fair value hierarchy distinguishes between market participant assumptions based on market data 
obtained from sources independent of the reporting entity (observable inputs that are classified within Level 1 or 2 
of the hierarchy) and the reporting entity's own assumptions about market participant assumptions (unobservable 
inputs classified within Level 3 of the hierarchy). 

• Level 1 inputs are quoted prices in active markets for identical investments that the investment manager 
has the ability to access at the measurement date. 

• Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the 
investment, either directly or indirectly. 

Level 3 inputs are unobservable inputs for the investment. 

The District's statement of financial position includes the following financial instruments that are required to be 
measured at fair value on a recurring basis: 

Investments in the California Local Agency hwestment Fund (LAIF) are considered Level 2 assets and are 
reported at the fair value of the underlying assets as provided LAlF. 

Economic Dependency 

Benefit fees are derived exclusively from property owners who reside w ithin the District's boundaries. 

Cash and Cash Equivalents 

For purposes of the statement of cash flows, the District considers all investment instruments purchased with a 
maturity of three months or less to be cash equivalents. 

Subsequent Events 

In preparing these financial statements, the District has evaluated events and transactions for potential 
recognition or disclosure through February 17, 2021, the date the financial statements were available to be 
issued.'' 
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DE LUZ COMMUNITY SERVICES DISTRICT 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 2 - Cash and Investments: 

Investments Authorized bv the California Government Code and the District's Investment Polin• 

'The table below identifies the investmeni types that are authorized for the District by the California Government 
Code. The table also identifies certain provisions of the California Government Code that address interest rate 
risk, and concentration of credit risk. This table does not address investmentc; of debt proceeds held by bond 
trustees that are governed by the provisions of debt agreements of the Disll'ict, rather than the general provision 
of the California Government Code or the District's investment policy: 

Authorized Investment T\ 1� 

Local Agency Bonds 
U.S. Treasury Obligations 
State Obligations 
CA. Local Agency Obligations 
U.S. Agency Securities 
Bankers' Acceptances 
Commercial Paper 
Negotiable Certificates of De.posit 
Repurchase Agreements 
Reverse Repurchase Agreements 
Medium-Term Notes 
Mutual Funds 
Money Market Mutual Funds 
Collateralized Bank Deposits 
Mortgage Pass-Through Securities 
Time Deposits 
California Local Agency 

Investment Funds (LAIF) 
County Pooled Investment Funds 

Maximum 
Maturity 

S years 
5 years 
S years 
5 years 
5 years 

180 days 
270 days 

5 years 
I year 

92 days 
5 years 

NIA 

NIA 

S years 
S years 
S years 

NIA 

NIA 

Maximum 

Percent.age Quality 
of Portfolio Requirements 

None None 
None None 
None None 
None None 
None None 
40% None 
25% Al 
30% None 

None None 
20% None 
30% A Rating 
20% Multiple 
20% Multiple 

None None 
20% AA Rating 

None None 

None Nooe 
None None 

The District's Investment Policy is more restrictive than the California Government Code in the following ways: 

No investment of funds of the District shall be permitted in repurchase or reverse repurchase agreements 
presently pennitted by Government Code Section 53601(i) and 53635(i), or financial futures or 
financial option contracts presently permitted by Government Code Section 53601. 

All investments shall mature not later than 365 days from the date of investment. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 2 - Cash and Investments: (Continued) 

Investments Authorized hv the California Government Code and the District's Investment Policv 
(Continued) 

Cash and investments held by the District were comprised of the following at Jwie 30, 2020: 

Cash on hand 
California Local Agency Investment Fund (LAIF) 
Deposits with financial institutions 

Total Cash and Cash Equivalents 

Financial Statement Classification: 
Current: 

Cash and cash equivalents 
Restricted: 

Cash and cash equivalents 
Total Cash and Cash Equivalents 

Disclosures Relating to Interest Rate Risk 

Maturity in 
l Year or Less

$ 300 
6,075,710 

282,160 
$ 6,358,170 

$ 6,262,161 

96,009 
$ 6,358,170 

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an 
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to 
changes in market interest rates. The District manages its exposure to interest rate risk is by investing only in 
cash deposits with financial institutions and the California Local Agency Investment Fund in order to provide 
the liquidity needed for operations. 

Information about the sensitivity of the fair values of the District's investments to market interest rate 
fluctuations is provided in the previous ta.ble that shows the distribution of the District's investments by 
maturity at June 30, 2020. 

Disclosures Relating to Credit Risk 

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the 
investment. This is measured by the assignment of a rating by a nationally recognized sta&tical rating 
organization. Presented below is the actual rating as of the year end for each investment type. 

Investment 

California Local Agency Investment Fund (LAIF) 

20 

Rating as of Year End 
Standard & Poor's 

Not Rated 



DE LUZ COMMUNITY SERVICES DISTRICT 

NOTES TO FINANCIAL STATEMENTS 

.TI.JNE 30, 2020 

Note 2 - Cash and Investments: (Continued) 

Concentration of Credit Risk 

Concentration of credit is the risk ofloss attributed to the magnitude of the District's investment in a single issue. 

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. The District holds no investments in any one issuer 
( other than U.S. Treasury securities, mutual funds, and external investment pools) that represent 5% or more of 
total District investments at June 30, 2020. 

Custodial Credit Risk 

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, 
the District will not be able to recover its deposits or will not be able to recover collateral securities that are in 
the possession of an outside party. The custodial credit risk for investments is the risk that, in the event of the 
failure of the counter-party (e.g., hroker-dealer) the District will not be able to recover the value of its investment 
or collateral securities that are in the possession of another party. The California Government Code and the 
District's investment policy do not contain legal or policy requirements that would limit the exposure to custodial 
credit risk for deposits or investments, other than the following provision for deposits: The California 
Government Code requires that a fmancial institution secure deposits made by state or local governmental units 
by pledging securities in an undivided colli3.teral pool held by a depository regulated under state law (unless so 
waived by the governmental unit). The market value of the pledged securities in the collateral pool must equal 
at least 110% of the t.otal amount deposited by the public agencies. California law also allows financial 
institutions t.o secure District deposits by pledging first trust deed mortgage notes having a value of 150% of the 
secured public deposits. 

At June 30, 2020, none of the District's deposits with .financial institutions in excess of federal depository 
insurance limits were held in uncollateralized accow1ts. At June 30, 2020, no District investments were held by 
the same broker-dealer ( counterparty) that was used by the District to buy the securities. 

Investment in State Investment Pool 

The District is a voluntary participant in the California Local Agency Investment Fund (LAIF) that is regulated 
by California Government Code under the oversight of the Treasurer of the !:itate of California. The fair value 
of the District's investment in this pool is reported in the accompanying fina,ncial statements at amounts based 
upon the District's pro-rata share of the fair value provided by LAIF for the entire LAIF portfolio (in relation to 
the amortized cost of that portfolio). The balance available for withdrawal is based on the accounting records 
maintained by LAIF, which are recorded on an amortiz.ed cost basis. 

Ibe statement of cash flows has been prepared by considering all investments purchased with a maturity of three 
months or less to he cash equivalents. The following is a detail at June 30, 2020: 

California Local Agency Investment Fund (LAJF) 
Deposits with financial institutions 
Cash onhand 

Total 
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$ 6,075,710 
282,160 

300 
$ 6,358,170 



Note 3 -Restricted Assets: 

DE LUZ COMMUNITY SERVICES DISTRICT 

NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Restricted assets were provided by, and are to be used for, the following at June 30, 2020: 

Funding Source 

Deposits Deposits $=�9�6,�00�9= 

When both restricted and unrestricted resources are available for use, it is the District's policy to use restricted 
resources first, and then unrestricted resources as necessary. 

Note 4- Capital Assets: 

Capital assets consist of the following at June 30: 

Balance at Balance at 
June 30. 2019 Additions Deletions June 30. 2020 

Capital Assets Being Depreciated: 
Roads $ 21,869,614 $ $ $ 21,869,614 
Culvens 3,144,129 3,144,129 
Building 549,204 549,204 
Construction (XJ_uipment 298,234 298,234 
Dips 180,383 180,383 
Signs 161,079 161,079 
Transportation equipment 111,088 IL 1,088 
Guard rails 101,697 101,697 
Office furniture 31,766 22,491 54,257 
Other assets 28,410 28,410 

Total Capital Assets Being Depreciated 26,475,604 22,491 26,498,095 
Less: Accumulated Depreciation (14,5 L 9,884 J (642,830) (15,162,714) 

Net Capital Assets Being Depreciated L 1,955,720 (620,339) 11,335,381 

Net Capital Asselll $ 11,955,720 $ (620,339) $ $ I 1,335,381 

Note 5 - Noncurrent Liabilities: 

Noncurrent liabilities consist of the following at June 30: 

Balance Bal11nce Due Within 
June 30. 2019 Additions Deletions June 30. 2020 One Year 

Deposi1S (Note 7) $ 86,809 $ 12,000 $ (2,800) $ 96,009 
Compensated absence.s (Note 1) 39,462 37,323 (39,462) 37,323 
Net pension liability (Note 8) 1,109,138 219,580 (164,691) 1,164,027 
Ca.pita! lease obligation (Note 6) 249,731 (39,628) 210,103 20,702 

1,485,140 s 268,903 $ (246,581) $ 1,507,462 $ 20,702 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 6 - Capital Lease Obligation: 

In January 2010, the District acquired a building for use as its corporate offices using the proceeds of a site lease 
dated October 21, 2009, between Municipal Finance Corporation as lessee and the District as lessor. The District 
is leasing the building back from Municipal Finance Corporation under the terms of a capital lease obligation of the 
same date. The capital lease obligation calls for semi-annual payments of $26,953 commencing on July 7, 2010, 
and maturing January 7, 2025. Municipal Finance Corporation has assigned all of its rights, title and interest in this 
capital lease obligation to City National Bank. For financial reporting purposes, minimum lease payments relating 
to the building have been capitalized and included in capital assets in the statement of net position. The building 
under capital lease has a cost of $549,204, net of accumulated depreciation of $149,032 at June 30, 2020. The 
following is a schedule of the related future minimum lease payments under the capital lease obligation: 

Years Ended 
June 30 Principal 

2021 $ 20,702 
2022 43,271 
2023 45,883 
2024 48,654 
2025 51,593 

Total $ 210,103 

Note 7 - Deposits: 

$ 

Interest 

6,251 
10,635 

8,023 
5,252 
2,313 

$ 32,474 
======= 

$ 

Total 

26,953 
53,906 
53,906 
53,906 
53,906 

$==24=2-,5=77= 

Deposits consist of amounts collected from property owners and developers for inspections as well as funding future 
improvements. Deposits consist of the following at June 30, 2020: 

Permits 
Utilities 
Deposits for future improvements 

Total Deposits 

Note 8 - Defined Benefit Pension Plan: 

General Information About the Pension Plan 

$ 32,000 
43,600 
20,409 

$ 96,.009 
==�== 

Plan Description - All qualified permanent and probationary employees are eligible to participate in the 
Miscellaneous Risk Pool Plan of the De Luz Community Services District (all Plans), a cost-sharing multiple 
employer defined benefit pension plan administered by the California Public Employees' Retirement System 
(CalPERS). Benefit provisions under the Plans are established by State statute and Loca 1 Government resolution. 
CaJPERS issues publicly available reports that include a full description of the pension plan regarding benefit 
provisions, assumptions and membership information that can be found on the Ca!PERS website. The Plan 

consists of the :Miscellaneous Plan and the PEPRA :Miscellaneous Plan. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 8 - Defined Benefit Pension Plan: (Continued) 

General Information About the Pension Plan {Continued) 

Benefits Provided - CalPERS provides service retirement and disability benefits, annual cost · of living 
adjustments and death benefits to plan members, who must be public employees and beneficiaries. Benefits are 
based on years of credited service, equal to one year of full time employment. Miscellaneous plan members 
with five years of service are eligible t.o retire at age 50 with statutorily reduced benefits. PEPRA Miscellaneous
members witb five years of service are eligible to retire at age 52 with statutorily reduced benefits. All members 
are eligible for non-duty disability benefits after five years of service. The death benefit is the Basic Death 
Benefit. The cost of living adjustment for each plan is applied as specified by the Public Employees Retirement 
Law, per contract. The Plan's provisions and benefits in effect at June 30, 2020, are summarized as follows: 

Benefit formula 
Benefit vesting schedule 
Benefit payments 
Retirement age 
Monthly benefits, as a% of eligible compensation 
Required employee contribution rates 
Required employer contribution rates

Miscellaneous 

2.5%@55 

5 years service 
Monthly for life

50 

PEPRA 

2%@62 
5 years service 

Monlhly for life 
52 

2.000% to 2 .500% 1.000% to 2.500% 
7.951% 

10.823% 
6.750% 
6.985% 

The Miscellaneous Plan is closed to new members that are not already CalPERS eligible participants. 

Contribution Description - Section 208l4(c) of the California Public Employees' Retirement Law (PERL) 
requires that the employer contribution rates for all public employers be detennined on an annual basis by the 
actuary and shall be effective on the July 1 following notice of a change in the rate. The total plan contributions 
are determined through the CalPERS annual actuarial process. The Plans actuarially deten:nined rate is based 
on the estimated amount necessary t.o pay the Plan's allocated share of the risk pool's costs of benefits earned 
by employees during the year and any unfunded accrued liability. The employer is required to contribute the 
difference between the actuarially determined rate and the contribution rate of employees. 

Pension Liabilities. Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions 

The District reported the following net pension liability for its proportionate share of net position liability of 
the risk pool at June 30, 2020: 

Miscellaneous Risk Pool 
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Proportionate 
Share of Net 

Pension Liability 

$==1
:ea
, =16=4

'==
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FJNANCIAL STATEMENTS 

JUNE 30, 2020 

Note 8 - Defined Benefit Pension Plan: (Continued) 

Pension Liabilities. Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions 
(Continued) 

'The District's net pension liability for each risk pool is measured as the proportionate share of each risk pool's 
net pension liability. GASB 68 indicates that to the extent different contribution rates are assessed based on 
separate relationships that constitute the collective net pension liability, the determination of the employer's 
proportionate share of the collective net pension liability should be made in a manner that reflects those 
relationships. The allocation method used by Ca!PERS to determine each employer's proportionate share 
reflects those relationships through the employer rate plans Lhey sponsor within the respective risk pools. An 
actuarial measurement of the employer's rate plan liability and a,;set�related infonnation are used where 
available, and proportiona.l allocations of individual employer rate plan amounts as of the vahlation date are used 
where not available. 

The District's proportionate share of the net pension liability as of June 30, 2018, the valuation date, was 
calculated as follows: 

In detennining an employer's proportionate share, the employer rate plans included in the Plan were 
assigned to the miscellaneous risk pool. Estimates of the total pension liability and the fiduciary net 
position were first determined for the individual rate plans as of the valuation date, June 30, 2018. 

Each employer rate plan's fiduciary net position was subtracted from its total pension liability to obtain 
its net pension liability as of the valuation �te. The District's proportionate share percentage at the 
valuation date was calculated by dividing the District's net pension liability for each of its employer rate 
plans by the net pension liability of the risk pool as of the valuation date. 

The District's proportionate share of the net pension liability as of June 30, 2019, the measurement date, was 
calculated as follows: 

• Each risk pool's total pension liability was computed at the measurement date, June 3 0, 2019, by applying
standard actuarial roll-forward methods to the total pension liability amounts as of the valuation date. The
fidueiary net position for each risk pool at the measurement date· was determined by CalPERS' Financial
Office. The net pension liability for each risk pool at June 30, 201�, was computed by subtracting the
respective risk pool's fiduciary net pension from its total pension liability.

The individual employer risk pool's proportionate share percentage of the total pension liability and
fiduciary net position as of June 30, 2019, was calculated by applying the District's proportionate share
percentage as of the valuation date (described above) to the total pension liability and fiduciary net
position as of June 30, 2019, to obtain the total pension liability and fiduciary net position as of June 30,
2019. The fiduciary net position was then subtracted from total pension liability to obtain the net pension
liability as of the measurement date.
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 8 - Defined Benefit Pension Plan: (Continued) 

Pension Liabilities, Pension Expenses and Deferred Outflows/Inflows of Resources Related to Pensions 
(Continued) 

The District's proportionate share percentage of the net pension liability as ofJune 30, 2018 and June 30, 2019, 
was as follows: 

Proportion at measurement date - June 30, 2018 
Proportion at measurement date -June 30, 2019 
Change - Increase (Decrease) 

Miscellaneous 
Risk Pool 

0.029430% 
0.029068% 

(0.000362)% 

The District recognized pension expense of $219,580 for the plan for the year ended June 30, 2020. As of 
June 30, 2020 the District reported deferred outflows of resources and deferred inflows ofresources related 
to pensions from the following sources: 

Contributions after measurement date 
Differences between expected and actual experience 
Changes of assumptions 
Differences between actual and required contributions 
Net difference between projected and actual earnings on 

pension plan investments 
Total 

Deferred Outflows Deferred Inflows 
of Resources of Resources 

$ 124,671 $ 
74,583 
35,830 
18,059 32,633 

20,351 

$ 253,143 
========= 

$ 52
2
984 

Amounts other than contributions subsequent to the measurement date reported as deferred outflows of resources 
and deferred inflows of resources related to pensions will be recoguized as pension expense as follows: 

Measurement Date 
June 30 

2021 
2022 
2023 
2024 

Total 
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Deferred 
Outflows/(Jnflows) 

Of Resources 

$ 79,316 
(17,550) 

9,609 
4,113 

$ 75,488 ==========



DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 8 - De.fined Benefit Pension Plan: (Continued) 

Actuarial Assumptions 

The total pension liabilities in the June 30, 2019 actuarial valuations were detennined using the following 
actuarial assumptions: 

Valuation Date 
Measurement Date 
Actuarial Cost Method 

Actuarial Assumptions; 
Discount Rate 
Inflation 
Payroll Growth 
Projected Salary Increases 
In vestment Rate of Return 
Mortality Rate Table 

Discount Rate 

JWle 30, 2018 
JWle 30, 2019 
Entry Age Normal 

7.15% 
2.50% 
2.75% 

Miscellaneous 

Varies by Age and Length of Service 
7.00% 
Derived using CalPERS' membership data for all funds 

The discount rate used to measure the total pension liability was 7.15%. To determine whether the municipal 
bond rate should be used in the calculation of a discount rate for the Plan, Ca!PERS stress tested employer rate 
plans within the Plan that would most likely result in a discoU11t rate that would be different from the actuarially 
assumed discount rate. Based on the testing, none of the employer rate plans run out of assets. Therefore, the 
current 7.15% discoWlt rate is adequate and the use of the municipal bond rate calculation is not necessary. The 
stress test results are presented in a detailed report, GASB Statements 67 and 68 Crossover Testing Report for 
Measurement Date June 30, 1019 based on Jwze 30, 2018 Valuations, that can be obtained from the CalPERS 
website. 

According to Paragraph 30 ofGASB 68, the long-term discowit rate should be determined without reduction for 
pension plan administrative expense. For the CalPERS Plan, the 7.00% investment return assumption used in 
this accounting valuation is net of administrative expenses. Administrative expenses are assumed to be 15 basis 
points. An investment return excluding administrative expenses would have been 7.15%. Using this lower 
discount rate has resulted in a slightly higher total pension liability and net pension liability. CalPERS checked 
the materiality threshold for the difference in calculation and did not find it to be a material difference. 

In the December 2016 and April 2017 meetings, the Board voted to lower the funding discount rates used for 
the Public Employee's Benefit Fund (.PERF). In making its decision, the CalPERS Board reviewed 
recommendations from CalPERS team members, external pension and investment consultant-;, and input from 
employer and employee stakeholder groups. A lowered funding discount rate for the PERF will be phased in 
over a three-year period beginning July 1, 2018 for public agencies. 
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JUNE 30, 2020 

Note 8 - Defined Benefit Pension Plan: (Continued) 

Discount Rate (Continued) 

The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimated ranges of expected future real rates of return ( expected returns, net of pension 
plan investment expense and inflation) are developed for each major asset class. 

In determining the long-term expected rate of return, CalPERS took into account both short-term and long-tenn 
market return expectations as well as the expected pension fund cash flows. Such cash flows were developed 
asswning that both members and employers will make their required contributions on time and as scheduled in 
all future years. Using historical returns of all the Plan's asset classes, expected compound (geometric) returns 
were calculated over the short-term (fIIst 11 years) and the long-term (60 years) using a building-block approach. 
Using the expected nominal returns for both short-term and long-term, the present value of benefits was 
calculated for the Plan. The expected rate of return was set by calculating the single equivalent expected return 
that arrived at the same present value of benefits for cash flows as the one calculated using both short-term and 
long-term returns. The expected rate of return was then set equivalent to the single equivalent rate calculated 
above and rounded down to the nearest one quarter of one percent. 

The table below reflects the long-term expected real rate of return by asset class. The rate of return was 
calculated using the capital market assumptions applied to determine the discount rate and asset allocation. 
These geometric rates of return are net of administrative expenses. 

New Strategy 
Asset Class Allocation 

Global Equity 50.0% 
Fixed Income 28.0 
Inflation Assets 0.0 
Private Equity 8.0 
Real Estate 13.0 
Liquidity 1.0 

100.0% 

(aJ An expected inflation of2.0% used for this period 
(b) An expected inflation of 2 .92% used for this period 

Real Return Real Return 
Years 1 - 1 o(a) Years 11 +(b> 

4.80% 5.98% 
1.00 2.62 

0.77 1.81 
6.30 7.23 
3.75 4.93 
0.00 (0.92) 

Sensitivitv of the District's Proportionate Share oftbe Net Pension Liabili1'1 to Changes in the Discount 
Rate 

The following presents the District's proportionate share of the net pension liability of the risk pool as of the 
measurement date, calculated using the discount rate, as well as what the District's proportionate share of the 
net pension liability would be if it were calculated using a discount rate that is 1 percentage-point lower or 1 
percentage-point higher than the current rate: 

De Luz Community Services' proportionate share of 
the Miscellaneous Risk Pool's net peosion liabi!i1y 

1% Decrease 
(6.15%} 

$==I=, 7=0=7,=5=60= 
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Cw:rent Discount 
Rate (7.15%) 

1,164,027 

1% Increase 
(8.15%) 

$===71=5=,3-=
79= 



DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 9 - Commitments and Contingencies: 

Operating Lease 

The District leases a yard to s tore their equipment on a month-to-month basis. The lease provides for monthly 
rental charges of $600. Rental expense under this lease was $7,800 for the year ended June 30, 2020. 

Other Post Emplovment Benefit (OPEB) 

Other than what is provided in the form of pension benefits to its retirees, the District bas not previously paid for 
additional postemployment benefits. Effective July 1, 2019 for employees retiring on or after that date, the 
District will contribute 100% of the monthly premium for the employee aod 75% of the monthly p remium for 
the spouse for the same medical, dental and vision plan provided to employees. 

Litigation 

Generally accepted accounting principles require that the reported results must pertain to liability and fiduciary 
net position information within certain defined timeframes. For this report, the following time.frames are used: 

Valuation Date 
Measurement Date 
Measurement  Period 

June 30, 2018 
June 30, 2019 
Juoe 30, 2018 to June 30, 2019 

As such, the District's net OPEB liability was $-0- at the measurement date June 30, 20198. 

There are pending lawsuits in which the District is involved. The District's management and legal counsel 
estimate that the potential claims against the District, not covered by insurance, if unfavorable decisions are 
rendered in these pending legal actions, would not materially affect the operations or financial condition of the 
District. 

Grant Funding 

The District has received grant funding for various purposes that may be subject t.o review and audit by the 
funding agencies. Such potential audits could result in a request for reimbursement for expenses disallowed 
under the terms and conditions of the funding source. Management is of the opinion that no material liabilities 
will result from such potential audits. 

Coronavirus Pandemic 

On March 11, 2020, the World Health Organization declared the outbreak of a novel coronavirus (COVID-19) 
as a pandemic. On March 19, 2020, the Governor of California declared a health emergency and issued an order 
to close all nonessential businesses witil further notice. For the health and safety of its customers and staff, the 
District closed its office to the public and implemented extra workplace precautions and conducted pre-scheduled 
customer assistance appointments as necessary. The potential impacts to the District include disruptions or 
restrictions on employees' ability to work and limitations on in-person services. In addition, there has been 
significant volatility in the financial markets, which may have an impact on the District's ability to borrow funds. 
Changes to the operating environment may also be impacted, and may have an impact on operating costs. The

future effects of these issues are unknown. 

29 



DE LUZ COMMUNrrY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 10 - New G-Overnmental Accounting Standards: 

GASBNo.83 

In November 2016, the Governmental Accounting Standards Board issued Statement No. 83 "Certain Asset 
Retirement Obligations". The requirements ofthis Statement are effective for reporting periods beginning after 
June 15, 2018. Earlier Application is encouraged. This pronouncement did not have a material effect on the 
financial statements of the District in the year of implementation. 

GASBNo. 84 

In January 2017, the Governmental Accounting Standards Board issued Statement No. 84 ''Fiduciary Activities". 
The requirements of this Statement are effective for reporting periods beginning after December 15, 2018. 
Earlier Application is encouraged. The District has not determined the effects of this pronouncement on the 
fmancial statements of the District in the year of implementation. 

GASBNo.87 

In June 2017, the Governmental Accounting St.andards Board issued Statement No. 87 "Leases". The 
requirements of this Statement are effective for reporting periods beginning after December 15, 2019. The 
District has not detennined the effects of this pronouncement on the financial statements of the District in the 
year of implementation. 

GASBNo.88 

In April 2018, the Governmental Accounting Standards Board issued Statement No. 88 "Certain Disclosures 
Related to Debt, Including Direct Borrowings and Direct Placements,,_ The requirements of this Statement are 
effective for reporting periods beginning after June 15, 2018. Earlier application is encouraged. This 
pronouncement did not have a material effect on the financial statements of the District in the year of 
implementation. 

GASBNo.89 

ln June 2018, the Governmental Accounting Standards Board issued Statement No. 89 "Accounting for Interest Cost 
Incurred before the End of a Construction Period". The requirements of this Statement are effective for reporting 
periods beginning after December 14, 2019. Earlier application is encouraged. The District has elected to 
implement this pronouncement and has not capitalized any interest cost for the year ended Jw1e 30, 2020. 

GASBNo.90 

In August 2018, the Governmental Accounting Standards Board issued Statement No. 90 "Majority Equity 
Interests-an amendment of GASB Statements No. 14 and No. 61". The requirements of this Statement are 
effective for reporting periods beginning after December 15, 2018. Earlier application is encouraged. The 
effective date ofthis pronouncement has been postponed by 12 months by GASB Statement No. 95. The District 
has not yet determined the effects of this pronouncement on the financial statements of the District in the year 
of implementation. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2020 

Note 10 - New Governmental Accounting Standards: (Continued) 

GASBNo. 91 

In May 2019, the Governmental Accounting Standards Board issued Statement No. 91 "Conduit Debt Obligations". 
The requirements of this Statement are effective for reporting periods beginning after December 15, 2020. The 
effective date of this pronouncement has been postponed by 12 months by GASB Statement No. 95. The District 
has not determined the effects of this pronouncement on the financial statements of the District in the year of 
implementation. 

GASBNo. 92 

Jn January 2020, the Governmental Accounting Standards Board issued St.atement No. 92 "Omnibus 2020". The 
requirements of this statement are effective at various dates up to and including fiscal years and reporting periods 
beginning after June 15, 2021. The effective date of this pronouncement has been postponed by 12 months by 
GASB Statement 95. This pronouncement did not and is not expected to have a material effect on the financial 
statements of the District in the year of implementation . 

GASBNo. 93 

In March 2020, the Governmental Accounting Standards Board issued Statement No. 93 "Replacement of 
Interbank Offered Rates". The requirements of this statement are effective at various dates up to and including 
reporting periods ending after December 31, 2021 The effective date of this pronouncement has been postponed 
by 12 months by GASB Statement 95. This pronouncement is not expected to have a material effect on the 
financial statements of the District in the year of implementation. 

GASBNo. 94 

In March 2020, the Governmental Accounting Standards Board issued Statement No. 94 "Public - Private and 
Public - Public Partnerships and Availability Payment Arrangements". The requirements of this statement are 
effective for fiscal years beginning after June 15, 2022. The effective date of this pronouncement has been 
postponed by 12 months by GASB Statement 95. As used in this pronouncements these Partnerships are an 
arrangement in which the government (the transferor) contracts with an operator to provide public services by 
conveying control of the right to operate or use a nonfinancial asset such as infrastructure or other capital assets 
for a period of time in an exchange or an exchange-like transaction. The statement also provides guidance on 
accounting and financial reporting for availability payment arrangements in which the government compensates 
the operator for services that may include the designing, constructing, financing, maintaining, or operating an 
underlying nonfmancial asset for a period of time in an exchange or exchange-like transaction. The District has 
not yet detennined the effects of this pronouncement on the financial st.atements in the year of implementation. 
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JUNE 30, 2020 

Note 10 - New Governmental Accounting Standards: (Continued) 

GASBNo. 95 

In May 2020, the Governmental Accounting Standards Board issued Statement No. 95 "Postponement of the 
Effective Dates of Certain Authoritative Guidance. The primary objective of this statement is to provide 
temporary relief to governments and other stakeholders in light of the COVID-19 pandemic by postponing for 
one year the effective dates ofGASB Statements 83, 84, 88 -93 as well as implementation guides 2018-1, 2019-
1 and 2019-2. In addition, the effective dates of GASB Statement 87 and Implementation Guide 2019-3 have 
been postponed by 18 months. 

GASBNo. 96 

In May 2020, the Governmental Accounting Standards Board issued Statement No. 96 "Subscription-Based 
Information Technology Arrangements (SBITA's). This Statement (I) defines SBITA's (2) establishes that a 
SBITA results in a right-to-use subscription asset - an intangible asset- and a corresponding subscription 
liability; (3) provides the capitalization criteria for outlays other than subscription payments, including the 
implementation costs of a SBITA; and (4) requires note disclosures regarding a SBIT A. The requirements of 
this statement are effective for fiscal years beginning after June 15, 2022 and all reporting periods thereafter. 
Earlier application is encouraged. The District bas not detenn ined the effects of this pronouncement on the 
fmancial statements of the District in the year of implement.ation. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
REQUIRED SUPPLEMENT ARY INFORMATION 

FOR THE YEAR ENDED JUNE 30, 2020 

SCHEDULES OF PLAN'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 
LAST TEN YEARS 

Measurement Measurement Measurement Measurement Measurement 
Date Dare Date DHte Date 

June JO, 1019 June 30. 2018 June 30, 2017 June 30. 2016 June 30, 2015 

Proportion of Ute Net Pension Liability 0.029068% 0.029430% 0.029177% 0.029725% 0.023310% 

Proportionate Share of the Net Pension Liability $ 1,164,027 $ 1,109,138 $ 1,150,158 $ l,032,600 $ 877,312 

Covered Payroll - Measurement Period $ 450,358 .$ 412,418 $ 415,607 $ 400,074 $ 392,147 

Proportionate Share of the Net Pension Liability RS Percentage of 
Covered Payroll 258.47% 268.94% 276.74% 258.10% 223.72% 

Pl1JI1 Fiduciary Net Position as a Percen1age oflhe Total Pension Liability 71.19% 71.09% 68.81% 69.23% 72.92% 

Notes to Schedule: 

Me21Sorement 
Date 

June 30. 2014 

0.029383% 

$ 726,206 

$ 398,462 

182,25% 

7730¾ 

Change in Benefit Terms� Th.e figures above do not include any liability impact that may have resulted from plan changes which occurred after June 30, 
2014 as they have minimal cost impact. 

Changes in Assumptions -The discount rate was changed from 7.50% in 2015 to 7.65% in 2016 and 2017, 7.65% in 2018. 

Omitted Years - GASB Statement No 68 was implemented during the year ended June 30, 2015. No infonnation was available prior to this date. 
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Contractually Required Contribution/ 
(Actuarially Determined) 

Contributions in Relation to the Actul!l"ially 
Determined Contribution 

Contribution Deficiency (Excess) 

Covered Payroll - Fiscal Year 

DE LUZ COMMUNITY SERVICES DISTRICT 

REQUIRED SUPPLEMENTARY INFORMATION 

FOR THE YEAR ENDED JUNE 30, 2020 

SCHEDULES OF CONTRIBUTIONS FOR THE PENSION PLAN 
LAST TEN YEARS 

Fiscal Year Fiscal Year 
2019-2020 2018 - 2019 

$ 124,671 $ 131,787 

124,671 131,787 
s - $ -

$ 480,469 $ 450,358 

$ 

$ 

$ 

Fiscal Year 
2017 -2018 

116,884 

149 047 
132,163) 

412,418 

Fiscal Year 
20l6-2017 

$ 143,840 

143,840 
$ -

$ 415,61>7 

Contribntions as a Percentage of Covered Payroll 25.95% 29.26% 36.14% 34.61% 

Notes to Schedules: 

Valuation Date June 30, 2020 June 30, 1019 June 30, 2018 June 30, 2017 

Methods and assumptions used to determine contributions rates: 

Actuarial Cost Method

Amortization Method 
Asset Valuation Method 
Discount Rate 
Projected Salary Increase

Inflation 
Payroll Growth 
Individual Salary Growth 

Entry Age 
Level Percent of Payroll 
Market Value 
7.15% 
3.30% to 14.20% depending on Age, Service, and type of employment 
2.75% 
3.00% 
A merit scale varying by duration of employment coupled with an 
assumed annual production inflation growth of 0.25% 

Fiscal Year 
2015 - 2016 

$ lOL,045 

101,045 
$ -

$ 400,074 

25.263/u 

June 30, 2016 

$ 

$ 

$ 

Fiscal Year 
2014 -2015 

91,576 

91,576 

392,147 

23.35% 

June 30, 2015 

Omitted Years - GASB Statement No. 68 was implemented during the year ended June 30, 2015, thus information prior to this date was not presented. 
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DE LUZ COMMUNITY SERVICES DISTRICT 
SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

FOR THE YEAR ENDED ,JUNE 30, 2020 

Passed 
Through to Federal 

Federal Grant:./Pass-Throueh Grantor Pro14ram Tirle 

federal 
CFDA 

Number 

Agency or 
Pe..'IS--Through 

Number Subn:cipient Expenditures 

Department ofllomeland Security 
Di reel PrograU111: 

Disaster Gran� - Public Assistance (Presidentially Declared 
Disasters} 
Tomi Direct Programs 

To1lll Environmental Protection Agency 

Total Eltpenditures of Federal Awards 

Note I - Basis of Presentation: 

97.036 NIA -

----

$ 1,866,995 
1,866,995 
I 866 995 

-

$==== $ 1,866,995 

Tot;! 

$ 1,866,995 
1,866,995 
1,866 995 

$ 1,866,995 

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award activity of 
De Luz Community Services District under programs of the federal government for the year ended June 30, 2020. 
The information in this Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirernrnts, Cost Prir1cJples, and Audit Requirements for Federal 
Awards (Unifotm Guidance). Because the Schedule presents only ,:8, selected portion of the operations of De Luz 

Community Services District, it is not intended to and does not pn::sei1tt�e financial position, changes in net assets, 
or cash flows of De Luz Community Services District. 

Note 2 - Significant Accounting Policies: 

Expenditures reported on the Schedule are reported 611 the �cn,1al basis of accounting. Such expenditures are 
recognized following 0MB Circular A-87 Cost Principles for State, Loe.al and Indian Tribal Governments of the 
cost principles contained in the Uniform Guidance, whe�in ceiiain types of expenditures are not allowable or are 
limited as to reimbursement. Pass-through entity identify_ing numbers are presented where available. 

De Luz Community Services District has· elected to use the IO percent de minimis indirect cost rate as allowed
under Uniform Guidance. ··-
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Leaf & Cole, I LP 
C.mfio,I p.,J,fit Accou,ita11lr 

A Pq,,mersbip ,,f Projusionq,/ CorporRrinns 

Independent Auditor's Report on Internal Control and on 
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance With Government Auditing Standards 

To the Board of Directors 
De Luz 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 hy the 
Comptroller General of the United States, the financial statements of De Luz Community Services District, as 
of and for the year ended June 30 2020, and the related notes to the financial statements, which collectively 
comprise De Luz Community Services District's basic financial statements and have issued our report thereon 
dated Februa,y 17, 2021. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statementc;, we considered De Luz Community Services 
District's internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness ofDe Luz Community Services District's internal control. 
Accordingly, we do not express an opinion on the effectiveness of De Luz Community Services District's internal 
cont rol. 

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 perfonning their assigned functions, to prevent, or detect and correct, 
misstatementc; 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 
comhination of deficiencies, in internal control that is less severe than a material weakness, yet impor1ant enough 
to merit attention by those charged with governance. 

Our consideration of intema.l 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 and therefore, material weaknesses or significant deficiencies may exist that have not been identified. 
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. 
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To the Board of Directors 
De Luz Community Services District 

Page2 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether De Luz Community Services District's financial 
statements are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results 
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal contro I 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. 

�cole, L-1-f 

San Diego, California 
February 17, 2021 
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 Leaf & Cole, LLP
Cenci}foJ P,,bJi, Accou,mmts 

A Parn,e..,J,ip of l'rofmirmal c,,,pora.iOfft 

To the Board of Directors 

Independent Auditor's Report on CompJiance for 
the Major Program and on Internal Control Over 
Compliance Required by the Uniform Guidance 

De Luz Community Services District 

Report on Compliance for the Major Federal Program 

We have audited De Luz Communily Services District's compliance with the types of compliance requirements 
described in the 0MB Compliance Supplement that could have a direct and material effect on De Luz Community 
Services District's major federal program for the year ended June 30, 2020. De Luz Community Seivices District's 
major federal program is identified in the summary of auditor's results section of the accompanying schedule of 
findings and questioned costs. 

Management's Responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its 
federal awards applicable to its federal program. 

Auditor's Responsibility 

Our responsibility is to express an opinion on compliance for De Luz Community Services District's major federal 
pro�m based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance in accordance with auditing standards generally accepted in the United States of America; the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above that could 
have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about De Luz Community Services District's compliance with those requirements and performing such 
other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal program. 
However, our audit does not provide a legal determination of De Luz Communily Services District's compliance. 
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To the Board of Directors Page2 
De Luz Community Services District 

Opinion on the Major Federal Program 

In our opinion, De Luz Community Services District complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on its major federal program for the year 
ended June 30, 2020. 

Report oo Internal Control Over Complia.nce 

Management of De Luz Community Services District is responsible for establishing and maintaining effective 
internal control over compliance with the types of compliance requirements referred to above. In planning and 
performing our audit of compliance, we cons idered De Luz Community Services District's internal control over 
compliance with the types of requirements that could have a. direct and material effect on the major federal program 
to detennine the auditing procedures that are appropriate in the circumstances for the purpose of expressing an 
opinion for the major federal program and to test and report on internal control over co10pliance in accordance with 
the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over 
compliance. Accordingly, we do not express an opinion on the effectiveness of De Luz Com10uniiy Services 
District's internal control over compliance. 

A deficiency in internal. control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the nonual course of performing their assigned functions, to prevent, 
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. 
A material weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal 
control over compliance, such that tbere is a reasonable possibility that material noncompliance with a type of 
compliance requirements of a federal program will not be prevented, or detected and corrected, on a timely basis. 
A significant deficiency in internal control over compliance is a deficiency,, or a combination or deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal program that is less severe than 
a material weakness in internal control over compliance, yet important enough to merit attention by those charged 
with governance. 

Our consideration of.internal control over compliance wa.s for the ljmited purpose described io the first paragraph 
of this section and was not designed to identify all deficiencies in internal control over compliance that might be 
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 

The purpose of this report on internal control over compliance is solely to descnbe the scope of our testing of 
internal contra 1 over compliance and the results of that testing based on the requirements of the Uniform Guidance. 
Accorclingly, this report is not suitable for any other purpose. 

San Diego, California 
February 17, 2021 
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DE LUZ COMMUNITY SERVICES DISTRICT 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2020 

Financial Statements 

Type of auditor's report issued on whether the ti nancia1 statements 
audited were prepared in accordance with U.S. GAAP Unmodified 

Internal control over financial reporting: 
Material weaknesses identified? 
Significant deficiencies identified? 

Noncompliance material to the financial statements noted? 

Federal Awards 

Type of auditor's report issued on compliance 
for major program 

Internal control over major program 
Material weaknesses identified? 
Significant deficiencies identified? 

Any audit findings disclosed that are required to be reported 
in accordance with 2 CFR Section 200.516(a)? 

Identification of major program 

-----

-----

Unmodified 

-----

-----

Yes 
Yes 

Yes 

Yes 
Yes 

Yes 

X No -------"-=-----
x No ----"-=-----

X No 
----

X No 
----

x No 
----

X No 
----

CDFA Number Name of Federal Program or Cluster 

97.036 

Dollar threshold used to distinguish between 
Type A and Type B programs: 

Auditee qualified as ]ow-risk auditee? 

Section II - Consolidated Financial Statement Findings: 

Section ill - Federal Award Findings and Questioned Costs: 

� 

40 

Disaster Grants - Public Assistance 
(Presidentially Declared Disasters) 

$750,000 

X Yes 
----- ---- No 


