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INDEPENDENT AUDITOR’S REPORT 
 
 
Board of Directors 
Pomerado Cemetery District 
Poway, California 
 
REPORT ON THE FINANCIAL STATEMENTS 
 
We have audited the accompanying financial statements of the governmental activities and each major fund of Pomerado Cemetery 
District, as of and for the year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise 
Pomerado Cemetery District’s basic financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
Pomerado Cemetery District’s management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in accordance 
with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. 
The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant 
to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate 
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our (1) unmodified audit 
opinion on the major funds; and (2) qualified audit opinion on the governmental activities and General Fund. 
 
Summary of Opinions 
 

Opinion Unit Type of Opinion 

Governmental Activities Qualified 

General Fund Qualified 

Capital Outlay Fund Unmodified 

Endowment Care Fund Unmodified 

Pre-Need Fund Unmodified 
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Basis for Qualified Opinions on the Governmental Activities and General Fund 
 
The District participates in the Public Employees Medical and Hospital Care Act (“PEMHCA”), as such the District’s retirees are 
eligible for a minimum of other postemployment benefits (“OPEB”) prescribed by California Government Code §22892 of the 
PEMHCA.  While as of June 30, 2018 there are no contributions on behalf of retirees, there is no estimate for future retirees’ 
OPEB liabilities. 
 
The District collects sales for pre-need internment rights in the General Fund.  As of June 30, 2018, there is no dollar estimate for 
future refundings of those collections by restricting the General Fund Balance for that amount. 
 
Qualified Opinion on the Governmental Activities and General Fund 
 
In our opinion, except for the effects of the matter described in the Basis for Qualified Opinions paragraph, the financial 
statements referred to above present fairly, in all material respects, the financial position of the Governmental Activities and 
General Fund for Pomerado Cemetery District, as of June 30, 2018, and the changes in financial position thereof for the year then 
ended in accordance with accounting principles generally accepted in the United States of America. 
 
Unmodified Opinions on the Other Major Funds and Pre-Need Fund 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position of 
the Major Funds and Pre-Need Fund for Pomerado Cemetery District, as of June 30, 2018, and the respective changes in financial 
position thereof 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, 
budgetary comparison information, and pension schedules on pages 5–11 and 43–45, respectively, be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the basic financial statements 
in an appropriate operational, economic, or historical context. We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United States of America, which 
consisted of inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained during 
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 

INTRODUCTION 
 
Our discussion and analysis of Pomerado Cemetery District’s (the “District”) financial performance provides an overview 
of the District’s financial activities for the fiscal year ended June 30, 2018. It should be read in conjunction with the 
District’s financial statements, which follow this section. 
 
FINANCIAL HIGHLIGHTS 
 

 The District’s net position increased $161,000 over the course of this year's operations.  
 

 During the year, the District’s expenses were $1.0 million which was less than the almost $1.2 million generated 
in taxes and other revenues for governmental programs. 
 

 The general fund reported an increase in fund balance this year of over $209,000. 
 

 The resources available for appropriation were about the same this year as compared from last year. There was 
no significant change in operations. 
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OVERVIEW OF FINANCIAL STATEMENTS 
 
Components of the Financials Section 
 
This annual report consists of four parts—management’s discussion and analysis (this section), the basic financial statements, 
required supplementary information, and supplementary information, which presents federal awards, state required schedules, and 
combining statements for nonmajor governmental funds. The basic financial statements include two kinds of statements 
that present different views of the District: 
 

Figure A-1 
Required Components of Pomerado Cemetery District’s Annual Financial Report 

 
Special-purpose governments engaged in a single 
governmental program include cemetery districts. 
For such governments, it is still valuable to have 
both the comprehensive financial information of 
the governmental activities in the government-
wide statements and the predominantly short-term 
data in the governmental funds statements. 
However, because there is only a single program, 
the format of some of the financial statements may 
seem awkward.  
With this in mind, the accounting standards allow 
these kinds of governments to employ alternative 
forms of presentation that involve combining the 
government-wide and fund financial statements 
using a columnar format that reconciles the two 
kinds of financial data in a separate column on 
each statement. 
The District has prepared a balance sheet/ 
statement of net position and a combined 
statement of revenues, expenditures, and changes 
in fund balances/statement of activities like a fund 
statement format. 
 
– The governmental funds statements tell how general 
government services were financed in the short term as 
well as what remains for future spending. 
 
– Fiduciary fund statements provide information 
about the financial relationships—like the pre-
need—in which the District acts solely as a trustee 
or agent for the benefit of others, to whom the 
resources in question belong. 
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The basic financial statements also include notes that explain some of the information in the financial statements and 
provide more detailed data. The basic financial statements are followed by a section of required supplementary information that 
further explains and supports the information in the financial statements.  The figure above shows how the required parts 
of this annual report are arranged and relate to one another. In addition to these required elements, we have included a 
section with additional federal and state required information, as well as a detail of the nonmajor funds. 
 
This annual report consists of three parts – Management’s Discussion and Analysis (this section), the basic financial 
statements, and required supplementary information. The three sections together provide a comprehensive overview of 
the District. The basic financial statements are comprised of two kinds of statements that present financial information 
from different perspectives: 
 
 
Major Features of Pomerado Cemetery District’s Government-wide and Fund Financial Statements 
 
 

Figure A-2
Major Features of Pomerado Cemetery District’s Government-wide and Fund Financial Statements

  Fund Statements 
 Government-wide Statements Governmental Funds Fiduciary Funds
Scope Entire District government 

(except fiduciary funds) 
The activities of the District 
that are not fiduciary 

Instances in which the District 
is the trustee or agent for 
someone else’s resources, such 
as the pre-need activities 

Required financial 
statements 

 Statement of net 
position 

 Statement of activities 

 Balance sheet 
 Statement of revenues, 

expenditures, and 
changes in fund 
balances 

 Statement of cash 
flows 

 Statement of changes 
in fiduciary net 
position 

Accounting basis and 
measurement focus 

Accrual accounting and 
economic resources focus 

Modified accrual accounting 
and current financial resources 
focus 

Accrual accounting and 
economic resources focus 

Type of asset/liability 
information 

All assets and liabilities, both 
financial and capital, and short-
term and long-term 

Only assets expected to be used 
up and liabilities that come due 
during the year or soon 
thereafter; no capital assets 
included 

All assets and liabilities, both 
short-term and long-term; the 
District’s funds do not currently 
contain capital assets, although 
they can 

Type of 
inflow/outflow 
information 

All revenues and expenses 
during year, regardless of when 
cash is received or paid 

Revenues for which cash is 
received during or soon after 
the end of the year; 
expenditures when goods or 
services have been received and 
payment is due during the year 
or soon thereafter 

All revenues and expenses 
during year, regardless of when 
cash is received or paid 
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Government-wide Statements 
 
The government-wide statements report information about the District as a whole using accounting methods similar to 
those used by private-sector companies. The statement of net position includes all of the government’s assets and 
liabilities. All of the current year’s revenues and expenses are accounted for in the statement of activities regardless of 
when cash is received or paid.  
 
The two government-wide statements report the District’s net position and how it has changed. Net position—the 
difference between the District’s assets and deferred outflows of resources and liabilities and deferred inflows of 
resources—is one way to measure the District’s financial health, or position.  
 
Fund Financial Statements 
 
The fund financial statements provide more detailed information about the District’s most significant funds—not the 
District as a whole. Funds are accounting devices that the District uses to keep track of specific sources of funding and 
spending for particular purposes.  
 Some funds are required by State law. 
 The District Board establishes other funds to control and manage money for particular purposes (like the capital 

projects fund) or to show that it is properly using certain revenues. 
 
The District has two kinds of funds: 
 Governmental funds—Most of the District’s basic services are included in governmental funds, which focus on (1) 

how cash and other financial assets that can readily be converted to cash flow in and out and (2) the balances left at 
year-end that are available for spending. Consequently, the governmental funds statements provide a detailed 
short-term view that helps you determine whether there are more or fewer financial resources that can be spent in 
the near future to finance the District’s programs. Because this information does not encompass the additional 
long-term focus of the government-wide statements, we provide additional information at the bottom of the 
governmental funds statement, or on the subsequent page, that explains the relationship (or differences) between 
them. 

 Fiduciary funds—The District is the trustee, or fiduciary, for its pre-need activities. It is also responsible for other 
assets that—because of a trust arrangement—can be used only for the trust beneficiaries. The District is 
responsible for ensuring that the assets reported in these funds are used for their intended purposes. All of the 
District’s fiduciary activities are reported in a separate statement of fiduciary net position and a statement of 
changes in fiduciary net position. We exclude these activities from the District’s government-wide financial 
statements because the District cannot use these assets to finance its operations. 
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Financial Analysis of the District as a Whole 
 
Net position. The District’s net position increased between fiscal years 2017 and 2018—to over $5.9 million.  
 

(Amounts in thousands) 2018 2017 $ Change % Change
Current and other assets 3,726$          3,456$          270$             8%
Noncurrent assets 2,723            2,757            (34)               -1%

Total Assets 6,449            6,213            236              4%
Deferred outflows of resources 508              390              118              30%
Current liabilities 27                22                5                  23%
Non-current liabilities 500              503              (3)                 -1%

Total Liabilities 527              525              2                  0%
Deferred inflows of resources 446              255              191              75%
Net position

Net investment in capital assets 1,013            1,079            (66)               -6%
Restricted 1,215            1,167            48                4%
Unrestricted 3,756            3,577            179              5%

Total Net Position 5,984$          5,823$          161$             3%

Table 1 - Net Position

 
 

The unrestricted component of the net position is over $3.7 million and the rest is restricted to endowment care corpus 
and are invested in capital assets (buildings, equipment, and so on).  
 
Changes in net position. The District’s total revenues decreased by thirteen percent to almost $1.2 million. (See Table 
2.) A little under half of the District’s revenue comes from property taxes.  The rest comes mostly from fees charged for 
burial services and grave sales.  
 
The total cost of all programs and services was up this year (increasing approximately $291,000, or about forty-one 
percent). The majority of the District’s expenses are salary and benefit related. 
 

(Amounts in thousands) 2018 2017 $ Change % Change
Program revenue 415$             641$             (226)$            -35%
General revenue 746              701              45                6%

Total Revenue 1,161            1,342            (181)             -13%
Salaries and benefits 662              365              297              81%
Supplies and services 266              243              23                9%
Other charges 79                108              (29)               -27%

Total Expenses 1,007            716              291              41%
Excess before special items 
and transfers 154              626              (472)             -75%

Special items 7                  -                  n/a

Increase in net position 161$             626$             (472)$            -75%

Table 2 - Changes in Net Position
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Financial Analysis of the District’s Funds 
 
As the District completed the year, its governmental funds reported a combined fund balance of $5.4 million. These other 
changes in fund balances should be noted: 
 
 Salaries and Benefits increased from employee turnover. 
 Increase due to pension liability 

 
General Fund Budgetary Highlights 
 
 Three percent cost of living increase to Operations and Employee wages. 
 Endowment Fee from $845 to $870. 
 Non-Resident Fee from $1,195 to $1,265 
 
Capital Asset and Debt Administration 
 
Capital Assets 
At the end of 2018, the District had a broad range of capital assets, including buildings, and equipment. (See Table 3.)  
 

(Amounts in thousands) 2018 2017 $ Change % Change
Land 123$             123$             -$                 0%
Buildings, improvements,
 and equipment 965              955              10                1%

Total 1,088$          1,078$          10$              1%

Table 3 - Capital Assets, Net of Depreciation

 
 
This year’s major capital asset additions included: 
 Two mowers, almost $67,000 
 Security camera system, a little over $13,000. 
 Disposal of two older mowers that were fully depreciated. 

 
 
Long-Term Debt 
At year-end the District had $503,000 in compensated absences and net pension liabilities—as shown in Table 4. More 
detailed information about the District’s long-term liabilities is presented in Note 8 to the financial statements.  
 

(Amounts in thousands) 2018 2017 $ Change % Change
Vacation accrual 5$                12$              (7)$               -58%
NPL 495              491              4                  1%

Total 500$             503$             (3)$               -1%

Table 4 - Long-Term Liabilities
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Economic Factors and Next Year’s Budgets and Rates 
 
At the time these financial statements were prepared and audited, the District was aware of several circumstances that 
could affect its future financial health. 
 
 Property Tax – The property tax includes all current and prior secured and unsecured property taxes. The 

property tax revenue is projected to be $695,600. 
 Services and Lot Sales projected $475,000.  
 The remaining revenue is interest earned from the County of San Diego for the General Fund and the Capital 

Outlay Fund projected at $15,000. Estimated interest and dividends on investments with Wells Fargo Advisors 
for the Endowment Principal Fund and Endowment Income Fund is $114,000. 

 Salaries and Benefits – Scale increases are factored into the budget for employee wages, as not all employees have 
reached the top pay step. Allocations for overtime, annual leave payouts, vacation and sick accruals are also 
considered. Benefits include retirement with CalPERS, employee medical with CalPERS Health, vision, dental 
and life insurance coverage. Social security and worker’s compensation insurance are also factors. 

 
Contacting the District’s Financial Management 
The financial report is designed to provide our citizens, taxpayers, parents, participants, investors and creditors with a 
general overview of the District’s finances and to demonstrate the District’s accountability for money it receives.  If you 
have any questions about this report, or need additional financial information, contact the general manager at 14361 Tierra 
Bonita Road, Poway, CA 92064. 
 
 
 
 
 
 



POMERADO CEMETERY DISTRICT 
 

The accompanying notes are an integral part of these financial statements 
- 12 - 

GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET POSITION 
JUNE 30, 2018 

 

General Fund
Capital 

Outlay Fund
Endowment 
Care Fund

ASSETS
Cash and cash equivalents 2,852,845$      389,587$        473,731$        
Accrued receivables 4,763              556                -                    
Internal balances (4,900)             550                4,350              
Investments -                    -                    1,709,880        
Nondepreciable capital assets -                    -                    -                    
Depreciable capital assets, net -                    -                    -                    

Total Assets 2,852,708        390,693          2,187,961        
DEFERRED OUTFLOWS OF RESOURCES -                    -                    -                    

TOTAL ASSETS AND 
 DEFERRED OUTFLOWS OF RESOURCES 2,852,708$      390,693$        2,187,961$      

LIABILITIES
Accrued payables 23,056$          -$                  -$                  
Long-term liabilities -                    -                    -                    

Total Liabilities 23,056            -                    -                    
DEFERRED INFLOWS OF RESOURCES -                    -                    -                    
FUND BALANCE / NET POSITION

Fund Balance
Non-spendable 200                -                    1,215,072        
Assigned -                    390,693          972,889          
Unassigned 2,829,452        -                    -                    

Net Position
Net investment in capital assets -                    -                    -                    
Restricted -                    -                    -                    
Unrestricted -                    -                    -                    

Total Fund Balance / Net Position 2,829,652        390,693          2,187,961        

TOTAL LIABILITIES,  DEFERRED
 OUTFLOWS OF RESOURCES, AND
 FUND BALANCE / NET POSITION 2,852,708$      390,693$        2,187,961$      
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Total 

Governmental 
Funds

Adjustments 
(Note 2-A.)

Statement of 
Net Position

3,716,163$      -$                  3,716,163$      
5,319              -                    5,319              

-                    -                    -                    
1,709,880        -                    1,709,880        

-                    123,433          123,433          
-                    889,990          889,990          

5,431,362        1,013,423        6,444,785        
-                    508,000          508,000          

5,431,362$      1,521,423$      6,952,785$      

23,056$          -$                  23,056$          
-                    499,898          499,898          

23,056            499,898          522,954          
-                    446,000          446,000          

1,215,272        (1,215,272)       -                    
1,363,582        (1,363,582)       -                    
2,829,452        (2,829,452)       -                    

-                    1,013,424        1,013,424        
-                    1,215,072        1,215,072        
-                    3,755,335        3,755,335        

5,408,306        575,525          5,983,831        

5,431,362$      1,521,423$      6,952,785$      
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GOVERNMENTAL FUNDS STATEMENTS OF REVENUES, EXPENDITURES, AND CHANGES IN 
FUND BALANCE/STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2018 

 
 

General Fund
Capital 

Outlay Fund
Endowment 
Care Fund

REVENUE
Program revenue, charges for services 337,106$        14,597$          63,510$          
Property taxes, general purose 690,697          -                    -                    
Grants and contributions not restricted to specific programs 12,354            -                    -                    
Revenue from use of money 18,920            3,504              5,921              
Other revenues 14,441            -                    -                    

Total Revenue 1,073,518        18,101            69,431            

EXPENDITURES / EXPENSES
Current:

Salaries and wages 342,341          -                    -                    
Benefits 249,746          -                    -                    
Supplies 115,611          -                    -                    
Services 150,526          -                    -                    
Other charges 3,669              -                    -                    
Depreciation -                    -                    -                    

Capital Outlay 13,256            -                    -                    

Total Expenditures / Expenses 875,149          -                    -                    

Excess (Deficiency) of Revenue over 
Expenditures/Expenses 198,369          18,101            69,431            

OTHER FINANCING SOURCES/USES
Proceeds from sale 10,300            -                    -                    

NET CHANGE IN FUND BALANCE / NET POSITION 208,669          18,101            69,431            
Fund Balance / Net Position - Beginning 2,620,983        372,592          2,118,530        

Fund Balance / Net Position - Ending 2,829,652$      390,693$        2,187,961$      
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Total 
Governmental 

Funds
Adjustments 
(Note 2-B.)

Statement of 
Net Position

415,213$        -$                  415,213$        
690,697          -                    690,697          
12,354            -                    12,354            
28,345            -                    28,345            
14,441            -                    14,441            

1,161,050        -                    1,161,050        

342,341          (7,545)             334,796          
249,746          77,000            326,746          
115,611          -                    115,611          
150,526          -                    150,526          

3,669              -                    3,669              
-                    75,446            75,446            

13,256            (13,256)           -                    

875,149          131,645          1,006,794        

285,901          (131,645)         154,256          

10,300            (3,213)             7,087              

296,201          (134,858)         161,343          
5,112,105        710,383          5,822,488        

5,408,306$      575,525$        5,983,831$      
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STATEMENT OF FIDUCIARY NET POSITION 
JUNE 30, 2018 

 
 

Pre-Need
ASSETS

Cash and cash equivalents 402,171$        
Accrued receivables 10,915            
Investments 573,732          

TOTAL ASSETS 986,818$        

FIDUCIARY NET POSITION
Unrestricted 986,818$        
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STATEMENT OF CHANGES IN FIDUCIARY NET POSITION 
FOR THE YEAR ENDED JUNE 30, 2018 

 
 

Pre-Need
ADDITIONS

Pre-need sales 120,090$        
Revenue / (loss) from use of money (32,104)           

Total Additions 87,986            
DEDUCTIONS

Services 33,895            
NET CHANGE IN FIDUCIARY NET POSITION 54,091            
Fiduciary Net Position - Beginning 932,727          

Fiduciary Net Position - Ending 986,818$        
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NOTES TO THE FINANCIAL STATEMENTS 
JUNE 30, 2018 

 
 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

1 - A. Financial Reporting Entity 
 
The Pomerado Cemetery District (“the District”) is a public cemetery district operating under the provisions of the 
Health and Safety Code of the State of California. The District was formed in 1950, The District is governed by a 
Board of Trustees (Board) that acts as the authoritative body of the entity. The Board is comprised of three members 
appointed by the San Diego County Board of Supervisors. Each member serves a term of four years; there are no term 
limits for reappointment. Board members may receive up to $100 per meeting compensation for attending monthly 
and any special meetings, up to a maximum of four meetings per month. 
 
The Board of Trustees annually elects officers from existing Board members. A Chair (person), Vice Chair (person), 
and Secretary are elected. Each officer serves a term of one year; there are no term limits for reappointment. The Chair 
responsibilities are to preside at all meetings of the Board and perform all duties commonly incident to the position of 
presiding officer of a board, commission or business organization. 
 
1 - B. Other Related Entities 
 
Joint Powers Authority (“JPA”).  The District is associated with one JPA. This organizations does not meet the 
criteria for inclusion as a component unit of the District.  Additional information is presented in Note 10 to the financial 
statements. The organization is Special District Risk Management Authority (“SDRMA”). 
 
1 - C. Basis of Presentation 
 
Fund Financial Statements. The fund financial statements provide information about the District's funds, including 
its fiduciary. Separate statements for each fund category—governmental and fiduciary—are presented. The emphasis 
of fund financial statements is on major governmental and enterprise funds, each displayed in a separate column.  
 
Government-wide Statements. The statement of net position and the statement of activities display information 
about the District. These statements include the financial activities of the overall government, except for fiduciary 
activities. Eliminations have been made to minimize the double-counting of internal activities. Governmental activities 
generally are financed through taxes, intergovernmental revenues, and other non-exchange transactions.  
 
Program revenues include (a) fees, fines, and charges paid by the recipients of goods or services offered by the cemetery 
and (b) grants and contributions restricted to meeting the operational or capital requirements of a particular program. 
Revenues that are not classified as program revenues, including all taxes, are presented as general revenues. 
 
Combined Fund and Government-Wide Statements. Governments engaged in a single governmental program may 
combine their fund financial statements with their government-wide statements by using a columnar format that 
reconciles individual line items of fund financial data to government-wide data in a separate column. 
 
The District presents the combined governmental fund balance sheet/statement of net position, and combined 
statement of governmental fund revenues, expenditures, and changes in fund balances/statement of activities. The 
explanations for the reconciliation items in the “Adjustments” column are not provided on the face of the statement, 
but instead are disclosed in the notes.  The District realigns the statement of activities to be compatible with the fund 
financial statement format.  
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Major Governmental Funds 
 
General Fund. This is the District’s primary operating fund. It accounts for all financial resources of the general 
government, except those accounted for in other funds. 
 
Capital Outlay Fund. Capital project funds are established to account for financial resources to be used for the 
acquisition or construction of major capital facilities. 
 
Endowment Care Fund. Per Health and Safety Code §9065, the board of trustees shall create an endowment care 
fund, and require a payment into the endowment care fund for each interment right sold.  The board of trustees shall 
not spend the principal of the fund.  The board of trustees shall cause the income from the fund to be deposited in an 
endowment income fund and spent solely for the care of the cemeteries owned by the District. 
 
Fiduciary Fund 
 
To account for assets held by the District in a trustee capacity or as an agent for individuals. 
 
Pre-Need Fund. This fund accounts for the receipt of the District’s pre-need revenues, a substantial portion of which 
are restricted for use to at-need services.  

 
1 - D. Basis of Accounting – Measurement Focus 
 
Government-wide and Fiduciary Fund Financial Statements. The government-wide and fiduciary fund financial 
statements are reported using the economic resources measurement focus and the accrual basis of accounting. 
Revenues are recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when 
the related cash flows take place. Non-exchange transactions, in which the District gives (or receives) value without 
directly receiving (or giving) equal value in exchange, include property taxes and donations. On an accrual basis, revenue 
from property taxes is recognized in the fiscal year for which the taxes are levied. 
 
Governmental Fund Financial Statements. Governmental funds are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Under this method, revenues are recognized when 
measurable and available. The District considers all revenues reported in the governmental funds to be available if the 
revenues are collected within sixty days after year-end. Property taxes, franchise taxes, licenses, and interest are 
considered to be susceptible to accrual. Expenditures are recorded when the related fund liability is incurred, except 
for principal and interest on general long-term debt, claims and judgments, and compensated absences, which are 
recognized as expenditures to the extent they have matured. Capital asset acquisitions are reported as expenditures in 
governmental funds. Proceeds of general long-term debt and financing from capital leases are reported as other 
financing sources. 
 
Estimates 
The preparation of the 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 amounts reported in the 
financial statements and accompanying notes. Actual results may differ from those estimates. 
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1 - E. Assets, Liabilities, and Net Position 
 
Fair Value  
The District categorizes its fair value measurements within the fair value hierarchy established by generally accepted 
accounting principles. The hierarchy is based on the valuation inputs used to measure the fair value of the asset. Level 
1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant other observable inputs; 
Level 3 inputs are significant unobservable inputs. 
 
The District’s recurring fair value measurements as of June 30, 2018 include the mutual funds in cash and cash 
equivalents and the investments, both of which are valued using quoted market prices (Level 1 inputs). 
 
Acquisition Value  
The price that would be paid to acquire an asset with equivalent service potential in an orderly market transaction at 
the acquisition date, or the amount at which a liability could be liquidated with the counterparty at the acquisition date. 
 
Deposits and Investments.  
The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term 
investments with original maturities of three months or less from the date of acquisition.   
 
Certain cash balances are pooled and invested by the San Diego County Treasurer for the purpose of increasing 
earnings through investment activities. The pool’s investments are reported at fair value at June 30, 2018, based on 
market prices. The individual funds’ portions of the pool’s fair value are presented as “Cash in County.” Earnings on 
the pooled funds are apportioned and paid or credited to the funds quarterly based on the average daily balance of each 
participating fund.   
 
Accrued Receivables 
All trade and property tax receivables are fully collectible, therefore no allowance for un-collectibles has been made.  
The District considers receivables collected within sixty days after year-end to be available and recognizes them as 
revenues of the current year. 
 
Capital Assets 
Purchased or constructed capital assets are reported at cost or estimated historical cost.  Donated capital assets are 
recorded at acquisition value.  The District maintains a capitalization threshold of $5,000.  The District does not possess 
any infrastructure.  Improvements are capitalized; the costs of normal maintenance and repairs that do not add to the 
value of the asset or materially extend an asset's life are not.  Interest incurred during the construction of capital assets 
utilized by the enterprise fund is also capitalized.  Depreciation of capital assets is computed and recorded by the 
straight-line method over the following estimated useful life: 
 

Asset Class Estimated Useful Life 
Buildings and improvements 30 

Furniture and equipment 5 – 30 
 
Accrued Liabilities and Long-Term Obligations 
All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial statements.  
 
In general, governmental fund payables and accrued liabilities that, once incurred, are paid in a timely manner and in 
full from current financial resources are reported as obligations of the funds. 
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However, claims and judgments and special termination benefits that will be paid from governmental funds are 
reported as a liability in the fund financial statements only to the extent that they are due for payment during the current 
year.  Bonds, capital leases, and long-term loans are recognized as liabilities in the governmental fund financial 
statements when due. 
 
Pension 
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 of the California Public 
Employee Retirement System (“Cal PERS”) and additions to/deductions from Cal PERS’ fiduciary net position have 
been determined on the same basis as they are reported by Cal PERS. For this purpose, benefit payments (including 
refunds of employee contributions) are recognized when due and payable in accordance with the benefit terms. 
Investments are reported at fair value. 
 
Fund Balances 
The fund balance for governmental funds is reported in classifications based on the extent to which the District is 
bound to honor constraints on the specific purposes for which amounts in those funds can be spent. 
 
Nonspendable. The resources cannot be spent because they are either in a nonspendable form or legally or contractually 
required to be maintained intact. Resources in nonspendable form include Endowment Care corpus, inventories, and 
prepaid assets. 
 
Assigned. Resources that are constrained by the government’s intent to use them for a specific purpose but are neither 
restricted nor committed, are reported as assigned fund balance. Intent may be expressed by either the Board, 
committees (such as budget or finance), or officials to which the Board has delegated authority. 
 
Unassigned fund balance represents fund balance that has not been restricted, committed, or assigned and may be 
utilized by the County for any purpose. When expenditures are incurred and both restricted and unrestricted resources 
are available, it is the County’s policy to use restricted resources first, then unrestricted resources in the order of 
committed, assigned, and then unassigned, as they are needed. 
 
1 - F. Revenue and Expenditures/Expenses 
 
Revenues – Exchange Transactions (Program Revenue).   
Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is recorded 
on the accrual basis when the exchange takes place.  On a modified accrual basis, revenue is recorded in the fiscal year 
in which the resources are measurable and become available.  Available means that the resources will be collected 
within the current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the 
current fiscal year.  For the District, available means expected to be received within 60 days of fiscal year-end. 
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Property Tax Calendar 

August 31 Unsecured tax deadline. A 10% penalty is added on September 1. 
September County Auditor applies tax rates assessments and creates the master property tax roll, from 

which the tax bills are printed. Treasurer-Tax Collector mails out the original secured property 
tax bills in late September. 

November 1 First installment is due (Secured Property Tax) and delinquent Unsecured accounts are charged 
additional penalties of 1.5% until paid. 

December 10 First installment is delinquent after close of business. A 10% penalty is added to payments made 
after this date. 

January 1 Unsecured bills mailed out; Lien date for unsecured taxes and current secured taxes. 
February 1 Second installment due (Secured Property Tax). 
April 10 Second installment payment deadline. A 10% penalty plus $10 cost is added to payments made 

after this date. 
May Treasurer-Tax Collector mails delinquent notices for any unpaid, regular current taxes. 
June 30 End of fiscal year. 

 
Expenses/Expenditures.   
On the accrual basis of accounting, expenses are recognized at the time they are incurred. The measurement focus of 
governmental fund accounting is on decreases in net financial resources (expenditures) rather than expenses. 
Expenditures are generally recognized in the accounting period in which the related fund liability is incurred, if 
measurable. Principal and interest on long-term obligations, which has not matured, are recognized when paid in the 
governmental funds. Allocations of costs, such as depreciation and amortization, are not recognized in the 
governmental funds. 
 
Compensated Absences 
Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned.  The entire 
compensated absence liability is reported on the government-wide financial statements.  For governmental funds, the 
current portion of unpaid compensated absences is the amount that is recognized upon the occurrence of relevant 
events such as employee resignations and retirements that occur prior to year-end that have not yet been paid with 
expendable available financial resources.  These amounts are reported in the fund from which the employees who have 
accumulated leave are paid.   
 
Sick leave is accumulated without limit for each employee at the rate of one day for each month worked.  Leave with 
pay is provided when employees are absent for health reasons; however, the employees do not gain a vested right to 
accumulated sick leave.  Employees are never paid for any sick leave balance at termination of employment or any 
other time.  Therefore, the value of accumulated sick leave is not recognized as a liability in the District’s financial 
statements.  However, credit for unused sick leave is applicable to all employees who retire.  At retirement, each 
member will receive .004 year of service credit for each day of unused sick leave, or 50% payout, and accrues at 4 hours 
per pay period if not retiring. 
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1 - G. Stewardship, Compliance, and Accountability 
 
Budgetary Data 
Per Health and Safety Code §9070(a), on or before August 30 of each year, the board of trustees shall adopt a final 
budget, which shall conform to the accounting and budgeting procedures for special districts contained in Subchapter 
3 (commencing with § 1031.1) of, and Article 1 (commencing with § 1121) of Subchapter 4 of Division 2 of Title 2 of 
the California Code of Regulations.  The board of trustees may divide the annual budget into categories, including, but 
not limited to maintenance and operation, employee compensation, interest and redemption for indebtedness, 
restricted reserves for the following categories: 
 Endowment income fund. 
 Capital outlay. 
 Pre-need. 
 Contingencies. 
 Unallocated general reserve. 

 
The board of trustees shall forward a copy of the final budget to the auditor of each county in which the district is 
located. 
 
The amounts reported as the original budgeted amounts in the budgetary statements reflect the amounts when the 
original appropriations were adopted. The amounts reported as the final budgeted amounts in the budgetary statements 
reflect the amounts after all budget amendments have been accounted for.  
 
Violation of Investment Policies 
The District had $182,262 in government bonds with maturities in excess of sixty months and $3,892 in Collateralized 
Mortgage Obligations (“CMOs”). 
 
Per Item 2 in investment policy, maturities of government bonds beyond 5 years are not allowed, therefore these bonds 
are in violation of the District’s investment policy. 
 
While not a violation of the District’s investment policy, it is conflict with the state investment policy which covers 
special districts by not being rated and the maturity exceeding 60 months.  CMOs are allowed, the following is their 
requirement: 

“A mortgage passthrough security, collateralized mortgage obligation, mortgage-backed or other pay-through 
bond, equipment lease-backed certificate, consumer receivable passthrough certificate, or consumer receivable-
backed bond of a maximum of five years’ maturity. Securities eligible for investment under this subdivision shall 
be issued by an issuer rated in a rating category of “A” or its equivalent or better rating for the issuer’s debt as 
provided by an NRSRO and rated in a rating category of “AA” or its equivalent or better by an NRSRO. Purchase 
of securities authorized by this subdivision may not exceed 20 percent of the agency’s surplus moneys that may 
be invested pursuant to this section.” 
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1 - H. New Accounting Pronouncements 
 
The Governmental Accounting Standards Board (“GASB”) has issued the following standards: 
 
 Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions.  The provisions 

in Statement 75 are effective for fiscal years beginning after June 15, 2017.  Earlier application is encouraged. 
 GASB Statement No. 82, Pension Issues—an amendment of GASB Statements No. 67, No. 68, and No. 73.  The 

requirements of this Statement are effective for reporting periods beginning after June 15, 2016, except for the 
requirements of paragraph 7 in a circumstance in which an employer’s pension liability is measured as of a date 
other than the employer’s most recent fiscal year-end. In that circumstance, the requirements of paragraph 7 
are effective for that employer in the first reporting period in which the measurement date of the pension 
liability is on or after June 15, 2017. Earlier application is encouraged. 

 GASB Statement No. 84, Fiduciary Activities.  The requirements of this Statement are effective for reporting 
periods beginning after December 15, 2018. Earlier application is encouraged. 

 GASB Statement No. 85, Omnibus 2017.  The provisions of this Statement are effective for periods beginning 
after June 15, 2017. Earlier application is encouraged. 

 GASB Statement No. 87, Leases.  Effective Date: For reporting periods beginning after December 15, 2019. 
 
For specific details about the standards, please see www.gasb.org. 
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NOTE 2 – EXPLANATION OF DIFFERENCES BETWEEN THE FUND FINANCIAL STATEMENTS 
AND DISTRICT-WIDE FINANCIAL STATEMENTS 
 

2 - A. Governmental Funds Balance Sheet and Statement of Net Position 
 
Total Fund Balance - Governmental Funds 5,408,306$      

Amounts reported for assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources for governmental activities in the statement of net 
position are different from amounts reported in governmental funds because:

Capital assets:
In governmental funds, only current assets are reported. In the statement of net 
position, all assets are reported, including capital assets and accumulated 
depreciation:

Capital assets relating to governmental activities, at historical cost: 2,465,574$      
Accumulated depreciation: (1,452,151)       1,013,423        

Long-term liabilities:
In governmental funds, only current liabilities are reported. In the statement of 
net position, all liabilities, including long-term liabilities, are reported. Long-
term liabilities relating to governmental activities consist of:

Net Pension Liability 495,000          
Compensated absences payable 4,898              (499,898)         

Deferred outflows and inflows of resources relating to pensions:
In governmental funds, deferred outflows and inflows of resources relating to 
pensions are not reported because they are applicable to future periods. In the 
statement of net position, deferred outflowsand inflows of resources relating 
to pensions are reported.

Deferred outflows of resources relating to pensions 508,000          
Deferred inflows of resources relating to pensions (446,000)         

Total Net Position - Governmental Activities: 5,983,831$      
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2 - B. Governmental Funds Operating Statements and the Statement of Activities 
 
Net Changes in Fund Balances - Total Governmental Funds 296,201$       

Amounts reported for governmental activities in the statement of activities are 
different from amounts reported in governmental funds because:

Capital outlay:
In governmental funds, the costs of capital assets are reported as expenditures in 
the period when the assets are acquired. In the statement of activities, costs of 
capital assets are allocated over their estimated useful lives as depreciation 
expense. The difference between capital outlay expenditures and depreciation 
expense for the period is:

Expenditures for capital outlay: 13,256$        
Depreciation expense: (75,446)         (62,190)         

Gain or loss from disposal of capital assets:
In governmental funds, the entire proceeds from disposal of capital assets are 
reported as revenue. In the statement of activities, only the resulting gain or loss is 
reported. The difference between the proceeds from disposal of capital assets 
and the resulting gain or loss is: (3,213)           

Compensated absences:
In governmental funds, compensated absences are measured by the amounts 
paid during the period. In the statement of activities, compensated absences are 
measured by the amounts earned. The difference between compensated 
absences paid and compensated absences earned was: 7,545            

Pensions:
In government funds, pension costs are recognized when employer contributions 
are made. in the statement of activities, pension costs are recognized on the 
accrual basis. This year, the difference between accrual-basis pension costs and 
actual employer contributions was: (77,000)         

Change in Net Position of Governmental Activities: 161,343$       
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NOTE 3 – DEPOSITS AND INVESTMENTS 
 

3 - A. Summary of Deposit and Investment Balances 
 

Governmental 
Activities

Fiduciary 
Activities Total

Cash on hand 121$              -$                  121$              
Deposits in financial institutions 1,473,756        260,152          1,733,908        
Cash in county 1,768,555        -                    1,768,555        
Mutual funds 473,731          142,019          615,750          

Total Cash and Cash Equivalents 3,716,163$      402,171$        4,118,334$      

 
Investments 1,709,880$      573,732$        2,283,612$      

 
 
3 - B. Policies and Practices 
 
The District is authorized under California Government Code to make direct investments in local agency bonds, notes, 
or warrants within the state; U.S. Treasury instruments; registered state warrants or treasury notes; securities of the U.S. 
Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with commercial 
banks and/or savings and loan companies; repurchase or reverse repurchase agreements; medium term corporate notes; 
shares of beneficial interest issued by diversified management companies, certificates of participation, obligations with 
first priority security; and collateralized mortgage obligations; the San Diego County Investment Pool. 
 
3 - C. General Authorizations 
 
1. Investment of the principal of the Endowment care Fund as authorized by Public Health & Safety Code Section 

9066: 
 

A. Securities and obligations designated by Section 53601 of the Government Code. 
 

B. Obligations of the United States or obligations for which the faith and credit of the United States are pledged 
for payment of principal and interest. These are not to be limited to maturity dates of one year or less.  
 

C. Obligations issued under authority of law by any county, municipality, or school district in this state for which 
are pledged the faith and credit either of the county, municipality, or school district for the payment of principal 
and interest, if within 10 years immediately preceding the investment such county, municipality or school district 
was not in default for more than 90 days in the payment of principal or interest upon any legal obligation issued 
by it. 

 
D. Obligations of the state of California or for which the faith and credit of the state of California are pledge for 

the payment of principal and interest. 
 

E. Interest-bearing obligations issued by a corporation organized under the laws of any state, or of the United 
States provided that they bear a Standard and Poor's financial rating of AAA at the time of the investment. 
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F. Certificates of deposit or other interest-bearing accounts in any state or federally chartered bank or savings 

association, the deposits of which are insured by the Federal Deposit Insurance Corporation. 
 

2. Investment of the principal of the Endowment Care Fund and surplus money (Capital Outlay Funds, Endowment 
Care Interest & Preneed Funds) as authorized by the California Code §53601 (Except as otherwise expressly 
provided herein as part of the authorized Investment Program relating to Collateralized Mortgage Obligations 
(“CMO”), the maximum maturity allowed by California Government Code, §53601 is 5 years with shorter 
limitations specified for specific types of securities): 

 
A. Bonds issued by the local agency, including bonds payable solely out of the revenues from a revenue-producing 

property owned, controlled, or operated by the local agency or by a department, board, agency, or authority of 
the local agency.  

 
B. United States Treasury notes, bonds, bills or certificates of indebtedness, or those for which the faith and credit 

of the United States are pledged for the payment of principal and interest. 
 

C. Registered state warrants or treasury. notes or bonds of this state, including bonds payable solely out of the 
revenues from a revenue-producing property owned, controlled, or operated by the state or by a  department, 
board, agency, or authority of the state. 

 
D. Registered treasury notes or bonds of any of the other 49 states in addition to California, including bonds pay-

able solely out of the revenues from a revenue-producing property owned, controlled, or operated by a state or 
by a department, board, agency, or authority of any of the other 49 states, in addition to California. 

 
E. Bonds, notes, warrants, or other evidences of indebtedness of a local agency within this state, including bonds 

payable solely out of the revenues from a revenue-producing property owned, controlled, or operated by the 
local agency, or by a department, board, agency, or authority of the local agency. 

 
F. Federal agency or United States government-sponsored enterprise obligations, participations, or other 

instruments, including those issued by or fully guaranteed as to principal and interest by federal agencies or 
United States government-sponsored enterprises. 

 
G. Bankers' acceptances otherwise known as bills of exchange or time drafts that are drawn on and accepted by a 

commercial bank. Purchases of bankers' acceptances shall not exceed 180 days' maturity or 40 percent of the 
agency's moneys that may be invested pursuant to this section.  However, no more than 30 percent of the 
agency's moneys may be invested in the bankers' acceptances of any one commercial bank pursuant to this 
section.  
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H. Commercial paper of "prime" quality of the highest ranking or of the highest letter and number rating as 

provided for by a nationally recognized statistical rating organization (NRSRO). The entity that issues the 
commercial paper shall meet all of the following conditions in either paragraph (1) or (2): 

(1) The entity meets the following criteria: 
(a) Is organized and operating in the United States as a general, corporation. 
(b) Has total assets in excess of five hundred million dollars ($500,000,000). 
(c) Has debt other than commercial paper, if any, that is rated "A" or higher by an NRSRO. 

(2) The entity meets the following criteria: 
(a) Is organized within the United States as a special purpose corporation, trust, or limited liability company. 
(b) Has program wide credit enhancements including, but not limited to, overcollateralization, letters of 

credit, or a surety bond. 
(c) Has commercial paper that is rated "A-1" or higher, or the equivalent, by an NRSRO. 

 
Eligible commercial paper shall have a maximum maturity of 270 days or less. Local agencies, other than counties 
or a city and county, may invest no more than 25 percent of their moneys in eligible commercial paper. Local 
agencies, other than counties or a city and county, may purchase no more than 10 percent of the outstanding 
commercial paper of any single issuer. Counties or a city and county may invest in commercial paper pursuant to 
the concentration limits in subdivision (a) of Section 53635. 

 
I. Negotiable certificates of deposit issued by a nationally or state-chartered bank, a savings association or a federal 

association (as defined by Section 5102 of the Financial Code), a state or federal credit union, or by a federally 
licensed or state-licensed branch of a foreign bank. Purchases of negotiable certificates of deposit shall not 
exceed 30 percent of the agency's moneys that may be invested pursuant to this section. For purposes of this 
section, negotiable certificates of deposit do not come within Article 2 (commencing with Section 53630), except 
that the amount so invested shall be subject to the limitations of Section 53638. The legislative body of a local 
agency and the treasurer or other official of the local agency having legal custody of the moneys are prohibited 
from investing local agency funds, or funds in the custody of the local agency, in negotiable certificates of deposit 
issued by a state or federal credit union if a member of the legislative body of the local agency, or a person with 
investment decision making authority in the administrative office manager's office, budget office, auditor-
controller's office, or treasurer's office of the local agency also serves on the board of directors, or any committee 
appointed by the board of directors, or the credit committee or the supervisory committee of the state or federal 
credit union issuing the negotiable certificates of deposit. 

 
J. Investments in repurchase agreements. 

(1) Investments in repurchase agreements or reverse repurchase agreements or securities lending agreements of 
securities authorized by this section, as long as the agreements are subject to this subdivision, including the 
delivery requirements specified in this section.  

(2) Investments in repurchase agreements may be made, on an investment authorized in this section, when the 
term of the agreement does not exceed one year. The market value of securities that underlie a repurchase 
agreement shall be valued at 102 percent or greater of the funds borrowed against those securities and the 
value shall be adjusted no less than quarterly. Since the market value of the underlying securities is subject to 
daily market fluctuations, the investments in repurchase agreements shall be in compliance if the value of the 
underlying securities is brought back up to 102 percent no later than the next business day. 

(3) Reverse repurchase agreements or securities lending, agreements may be utilized only when all of the 
following conditions are met: 

(a) The security to be sold using a reverse repurchase agreement or securities lending agreement has been 
owned and fully paid for by the local agency for a minimum of 30 days prior to sale. 
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(b) The total of all reverse repurchase agreements and securities lending agreements on investments owned by 

the local agency does not exceed 20 percent of the base value of the portfolio. 
(c) The agreement does not exceed a term of 92 days, unless the agreement includes a written codicil 

guaranteeing a minimum earning or spread for the entire period between the sale of a security using a 
reverse repurchase agreement or securities lending agreement and the final maturity date of the same 
security. 

(d) Funds obtained or funds within the pool of an equivalent amount to that obtained from selling a security 
to a counter party using a reverse repurchase agreement or securities lending agreement shall not be used 
to purchase another security with a maturity longer than 92 days from the initial settlement date of the 
reverse repurchase agreement or securities lending agreement, unless the reverse repurchase agreement or 
securities lending agreement includes a written codicil guaranteeing a minimum earning or spread for the 
entire period between the sale of a security using a reverse repurchase agreement or securities lending 
agreement and the final maturity date of the same security. 

(4) Investments in reverse repurchase agreements, securities lending agreements, or similar investments in which 
the local agency sells securities prior to purchase with a simultaneous agreement to repurchase the security 
may be made only upon prior approval of the governing body of the local agency and shall be made only with 
primary dealers of the Federal Reserve Bank of New York or with a nationally or state-chartered bank that 
has or has had a significant banking relationship with a local agency. 

(a) For purposes of this chapter, "significant banking relationship" means any of the following activities of a 
bank: 

1. Involvement in the creation, sale, purchase, or retirement of a local agency's bonds, warrants, notes, or 
other evidence of indebtedness. 

2. Financing of a local agency's activities. 
3. Acceptance of a local agency's securities or funds as deposits. 

(5) "Repurchase agreement" means a purchase of securities by the local agency pursuant to an agreement by 
which the counter party seller will repurchase the securities on or before a specified date and for a specified 
amount and the counter party will deliver the underlying securities to the local agency by book entry, physical 
delivery, or by third party custodial agreement. The transfer of underlying securities to the counter party 
bank's customer book-entry account may be used for book entry delivery. 

(a) "Securities," for purposes of repurchase under this subdivision, means securities of the same issuer, 
description, issue date, and maturity. 

(b) "Reverse repurchase agreement" means a sale of securities by the local agency pursuant to an agreement 
by which the local agency will repurchase the securities on or before a specified date and includes other 
comparable agreements. 

(c) "Securities lending agreement" means an agreement under which a local agency agrees to transfer securities 
to a borrower who, in turn, agrees to provide collateral to the local agency. During the term of the 
agreement, both the securities and the collateral are held by a third party. At the conclusion of the 
agreement, the securities are transferred back to the local agency in return for the collateral. 

(d) For purposes of this section, the base value of the local agency's pool portfolio shall be that dollar amount 
obtained by totaling all cash balances placed in the pool by all pool participants, excluding any amounts 
obtained through selling securities by way of reverse. Repurchase agreements, securities lending 
agreements, or other similar borrowing methods. 

(e) For purposes of this section, the spread is the difference between the cost of funds obtained using the re-
verse repurchase agreement and the earnings obtained on the reinvestment of the funds. 

  



POMERADO CEMETERY DISTRICT 
 
NOTES TO THE FINANCIAL STATEMENTS, Continued 
JUNE 30, 2018 

 

- 31 - 

 
K. Medium-term notes, defined as all corporate and depository institution debt securities with a maximum 

remaining maturity of five years or less, issued by corporations organized and operating within the United States 
or by depository institutions licensed by the United States or any state and operating within the United States. 
Notes eligible for investment under this subdivision shall be rated "A" or better by an NRSRO. Purchases of 
medium-term notes shall not include other instruments authorized by this section and may not exceed 30 percent 
of the agency's moneys that may be invested pursuant to this section. 

 
L. Shares of beneficial interest. 

(1) Shares of beneficial interest issued by diversified management companies that invest in the securities and 
obligations as authorized by subdivisions (a) to (k), inclusive, and subdivisions (m) to (o), inclusive, and that 
comply with the investment restrictions of this article and Article 2 (commencing with Section 53630). 
However, notwithstanding these restrictions, a counter party to a reverse repurchase agreement or securities 
lending agreement is not required to be a primary dealer of the Federal Reserve Bank of New York if the 
company's board of directors finds that the counter party presents a minimal risk of default, and the value of 
the securities underlying a repurchase agreement or securities lending agreement may be 100 percent of the 
sales price if the securities are marked to market daily.  

(2) Shares of beneficial interest issued by diversified management companies that are money market funds 
registered with the Securities and Exchange Commission under the Investment Company Act of 1940 (15 
U.S.C. Sec. BOa-1 et seq.). 

(3) If investment is in shares issued pursuant to paragraph (1), the company shall have met either of the following 
criteria: 

(a) Attained the highest ranking or the highest letter and numerical rating provided by not less than two 
NRSROs. 

(b) Retained an investment adviser registered or exempt from registration with the Securities and Exchange 
Commission with not less than five years' experience investing in the securities and obligations authorized 
by subdivisions (a) to (k), inclusive, and subdivisions (m) to (o), inclusive, and with assets under 
management in excess of five hundred million dollars ($500,000,000).  

(4) If investment is in shares issued pursuant to paragraph (2), the company shall have met either of the following 
criteria: 

(a) Attained the highest ranking or the highest letter and numerical rating provided by not less than two 
NRSROs. 

(b) Retained an investment adviser registered or exempt from registration with the Securities and Exchange 
Commission with not less than five years' experience managing money market mutual funds with assets 
under management in excess of five hundred million dollars ($500,000,000). 

(5) The purchase price of shares of beneficial interest purchased pursuant to this subdivision shall not include 
commission that the companies may charge and shall not exceed 20 percent of the agency's moneys that may 
be invested pursuant to this section. However, no more than 10 percent of the agency's funds may be invested 
in shares of beneficial interest of any one mutual fund pursuant to paragraph (1). 

 
M. Moneys held by a trustee or fiscal agent and pledged to the payment or security of bonds or other indebted-

ness, or obligations under a lease, installment sale, or other agreement of a local agency, or certificates of 
participation in those bonds, indebtedness, or lease installment sale, or other agreements, may be invested in 
accordance with the statutory provisions governing the issuance of those bonds, indebtedness, or lease 
installment sale, or other agreement, or to the extent not inconsistent therewith or if there are no specific 
statutory provisions, in accordance with the ordinance, resolution, indenture, or agreement of the local agency 
providing for the issuance. 
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N. Notes, bonds, or other obligations that are at all times secured by a valid first priority security interest in securities 

of the types listed by Section 53651 as eligible securities for the purpose of securing local agency deposits having 
a market value at least .equal to that required by Section 53652 for the purpose  of securing local agency deposits. 
The securities serving as collateral shall be placed by delivery or book entry into the custody of a trust company 
or the trust department of a bank that is not affiliated with the issuer of the secured obligation, and the security 
interest shall be perfected in accordance with the requirements of the Uniform Commercial Code or federal 
regulations applicable to the types of securities in which the security interest is granted. 

 
O. A mortgage pass-through security, collateralized mortgage obligation, mortgage-backed or other pay-through 

bond, equipment lease-backed certificate, consumer receivable pass-through certificate, or. Consumer 
receivable-backed bond of a maximum of five years' maturity. Securities eligible for investment under this 
subdivision shall be issued by an issuer having an "A" or higher rating for the issuer's debt as provided by an 
NRSRO and rated in a rating category of "AA" or its equivalent or better by an NRSRO. Purchase of securities 
authorized by this subdivision may not exceed 20 percent of the agency's surplus moneys that may be invested 
pursuant to this section. Pursuant to the authorized Investment Program of the Board of Directors, the 
maximum maturity for CMOs is 30 years. 

 
P. Shares of beneficial interest issued by a joint powers authority organized pursuant to Section 6509.7 that in-vests 

in the securities and_ obligations authorized in subdivisions (a) to (o), inclusive. Each share shall represent an 
equal proportional interest in the underlying pool of securities owned by the joint powers authority. To be 
eligible under this section, the joint powers authority issuing the shares shall have retained an investment adviser 
that meets all of the following criteria:  

(1) The adviser is registered or exempt from registration with the Securities and Exchange Commission. 
(2) The adviser has not less than five years of experience investing in the securities and obligations authorized in 

subdivisions (a) to (o), inclusive. 
(3) The adviser has assets under management in excess of five hundred million dollars ($500,000,000). 

 
3 - D. Cash Deposits 
 
Credit Risk. As of June 30, 2018, the District’s Cash in County pool was rated AAAf/S1 by Fitch. The District’s Cash 
in County pool consisted of debt securities and the ratings ranged from AAA by Standard & Poor’s.  
 
Custodial Credit Risk. There is a risk that, in the event of a bank failure, the District’s deposits may not be returned. The 
District’s deposit policy requires that all deposits are covered by the Federal Depository Insurance Corporation 
(“FDIC”) or are collateralized as required by Statutes of the State. As of June 30, 2018, the carrying amount of the 
District’s bank deposits was $1,592,680, and the respective bank balances totaled $1,601,145. Of the total bank balance, 
$500,000 was insured through the FDIC.  The remaining $1,101,145 was collateralized with pooled securities held by 
the financial institutions’ trust departments. These securities are held in the name of the financial institution and not 
that of the District. 
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3 - E. Investments 
 

Moody's
Financial Instruments Ratings Fair Value < 1 1 - 5 6 - 10 More than 10
Certificates of Deposit FDIC 810,539$       194,539$       616,000$       -$                 -$                 

Government bonds 1 AAA 747,204        74,587          490,355        182,262        -                  

Corporate bonds A3 - AAA 672,737        94,565          578,172        -                  -                  
Foreign bonds AA3 49,240          -                  49,240          -                  -                  
Collaterilzed Mortgage

 Obligation ("CMO") 1 Not rated 3,892            -                  -                  -                  3,892            

Total 2,283,612$    363,691$       1,733,767$    182,262$       3,892$          

Maturities in years

 
 
1 Please see note 1 – G. Stewardship, Compliance, and Accountability 
 
Custodial Credit Risk. For an investment, custodial credit risk is the risk that, in the event of the failure of the 
counterparty, the District will not be able to recover the value of its investments or collateral securities that are in the 
possession of an outside party.  Of the District's $2,283,612 investments, all of the underlying securities are held by the 
investment's counterparty.  
 
There is a risk that, in the event of a counterparty failure, the District’s investments may not be returned. As of June 
30, 2018, of the total investment balance, $500,000 was insured through the Securities Investor Protection Corporation 
(“SIPC”).  The remaining $1,783,612 was collateralized with pooled securities held by the financial institutions’ trust 
departments. These securities are held in the name of the financial institution and not that of the District. 
 
 

NOTE 4 – ACCRUED RECEIVABLES 
 
Receivables at June 30, 2018, were as follows: 

General Fund
Capital 

Projects Fund

Total 
Governmental 

Funds
Pre-Need 

Fund
Taxes 2,616$            -$                  2,616$            -$                  
4th quarter interest 2,147              556                2,703              -                    
June collections owed to Pre-Need Fund -                    -                    -                    10,915            

Total Accrued Receivables 4,763$            556$              5,319$            10,915$          
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NOTE 5 – CAPITAL ASSETS 
 
Capital asset activity for the year ended June 30, 2018 
 

Balance Balance
Jul. 01, 2017 Additions Deletions Jun. 30, 2018

Capital Assets Not Being Depreciated
Land 123,433$        -$                  -$                  123,433$        

Capital Assets Being Depreciated
Buildings and improvements 2,041,331$      7,507$            17,093$          2,031,745$      
Furniture and Equipment 366,713          5,749              62,066            310,396          

Total assets being depreciated 2,408,044        13,256            79,159            2,342,141        
Less Accumulated Depreciation

Buildings and improvements 1,244,134        64,240            17,093            1,291,281        
Furniture and Equipment 208,517          11,206            58,853            160,870          

Total accumulated depreciation 1,452,651        75,446            75,946            1,452,151        

Total Capital Assets
 Being Depreciated, Net 955,393$        (62,190)$         3,213$            889,990$        

 
 
 
NOTE 6 – ACCRUED PAYABLES 
 
Payables at June 30, 2018, were as follows: 
 

General Fund
Vendors 6,671$            
Payroll related 3,021              
June collections owed to Pre-Need Fund 10,915            
Compensated absence 2,449              

Total Accrued Payables 23,056$          
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NOTE 7 – LONG-TERM LIABILITIES 
 

7 - A. Long-Term Liabilities Summary 
 
Long-term liability activity for the year ended June 30, 2018 was as follows (in thousands): 
 

Balance Balance
Jul. 01, 2017 Additions Deletions Jun. 30, 2018

Compensated absences 12,443$              -$                      7,545$               4,898$               
Net pension liability ("NPL") 491,000              4,000                 -                        495,000              

Total Long-Term Liabilities 503,443$            4,000$               7,545$               499,898$            

 
7 - B. Compensated Absences 
 
The long-term portion of unpaid employee vacation for the year ended June 30, 2018 was$4,898.  The fund that salaries 
reside and vacation is paid out of is the General Fund. 
 

 
NOTE 8 – DEFINED BENEFIT PENSION 
 

8 - A. General Information about the Pension Plan 
 
Plan Description 
The California Public Employees’ Retirement System (“CalPERS” or the System) is a cost-sharing, multiple-employer 
defined benefit public pension fund.  CalPERS provides retirement benefit services for state, school, and public 
employers. Governed by a 13-member Board of Administration consisting of member-elected, appointed, and ex 
officio members.  Established by legislation in 1931, the System became operational in 1932 to provide retirement to 
state employees. In 1939, new legislation allowed public agency and classified school employees to join CalPERS for 
retirement benefits.  The benefits for the public agencies are established by contract with the System, in accordance 
with the provisions of the Public Employees’ Retirement Law.  CalPERS issues a publicly available financial report that 
can be obtained at https://www.calpers.ca.gov/docs/forms-publications/cafr-2016.pdf. 
 
For accounting purposes only, Public Employees’ Retirement Fund (“PERF”) is comprised of and reported as three 
separate entities. PERF A is comprised of agent multiple-employer plans, which includes the State of California and 
most public agencies’ rate plans with more than 100 active members. PERF B is a cost-sharing multiple employer plan 
of school employers consisting of non-teaching and non-certified employees. PERF C is a cost-sharing multiple-
employer plan of public agencies with generally less than 100 active members. The District’s NPL is a part of PERF B 
 
Benefits Provided 
The benefits for the defined benefit plans are based on members’ years of service, age, final compensation, and benefit 
formula. The District’s part of the Miscellaneous Plan risk pool, with a benefit formula of 2.0% @ 55 (more detailed 
calculation can be found in Appendix B in Section 2 of the Risk Pool Valuation Report.  Benefits are provided for 
disability, death, and survivors of eligible members or beneficiaries. Members become fully vested in their retirement 
benefits earned to date after five years (10 years for state Second Tier members) of credited service. All non-state 
Second Tier members are eligible to receive cost-of-living (COLA) adjustments up to a maximum of 2 percent 
compounded annually (up to 5 percent maximum as a contract option for retired members of local agencies). State 
Second Tier members are eligible for a COLA of 3 percent fixed compounded annually.  
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Contributions 
The CalPERS Annual Valuation Reports for Pomerado Cemetery District as of June 30, 2015, reported 2017-18 
required employer contributions to be 8.418% and 6.533% of creditable salaries for the “Employer Normal Cost Rate,” 
for Classic and PEPRA, respectively; and plus $83,855 and $14 for the “Employer Payment of Unfunded Liability” for 
Classic and PEPRA, respectively.  The report also reported an employee contribution rate of 7.00% and 6.25%, for 
Classic and PEPRA, respectively.  Contributions to the pension plan from the District was $109,278 for the year ended 
June 30, 2018. 
 
8 - B. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions 
 
At June 30, 2018, the District reported a liability of $495,000 for its proportionate share of the net pension liability. 
The net pension liability was measured as of June 30, 2017, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of that date. The District’s proportion of the net pension 
liability was based on a projection of the District’s long-term share of contributions to the pension plan relative to the 
projected contributions of all participating agencies, actuarially determined. The District’s proportion was calculated as 
follows: 
 

Jun. 30, 2017 Jun. 30, 2016 Difference
Total Pension Liability Allocation Basis 0.0001071 0.0001067 0.0000004
Fiduciary Net Position Allocation Basis 0.0001011 0.0000958 0.0000053
Deferred Outflows/Inflows of Resources and Pension Expense
 Allocation Basis 0.0001255 0.0002910 -0.0001655

 
 
For the year ended June 30, 2018, the District recognized pension expense of $186,278. At June 30, 2018, the District 
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following 
sources: 

 Deferred 
Outflows of 
Resources 

 Deferred 
Inflows of 
Resources 

 Effect on 
Net Postion 

Differences between expected and actual experience 1,000$        8,000$        (7,000)$       
Changes of assumptions 72,000        6,000          66,000        
Net difference between projected and actual earnings on pension plan
 investments 16,000        -                 16,000        
Differences between Employer's Contributions and
 Proportionate Share 87,000        -                 87,000        
Change in Employer's Proportion 223,000       432,000       (209,000)      
District contributions subsequent to the measurement date 109,000       -                 109,000       

Total 508,000$     446,000$     62,000$       
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be 
recognized in pension expense as follows: 
 
Year ended June 30:
2019 124,000$     
2020 (99,000)       
2021 46,000        
2022 (9,000)         

Total 62,000$       

 
8 - C. Actuarial Assumptions and Discount Rate Information 
 
Actuarial Assumptions 
The June 30, 2016 valuation was rolled forward to determine the June 30, 2017 total pension liability, based on the 
following actuarial methods and assumptions: 
 
Actuarial Cost Method: Entry Age Normal in accordance with the requirements of GASB 68
Actuarial Assumptions: 

Discount Rate: 7.15%
Inflation rate 2.75%
Salary increases Varies by Entry Age and Service
Mortality Rate Table 1 Derived using CalPERS membership data for all funds

Post-Retirement Benefit Increase 
Contract COLA up to 2.75% until PPPA floor on 

purchasing power applies, 2.75% thereafter
 
1 The mortality table used was developed based on CalPERS’ specific data. The table includes 20 years of mortality 
improvements using Society of Actuaries Scale BB. For more details on this table, please refer to the 2014 experience 
study report. 
 
All other actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actuarial experience 
study for the period from 1997 to 2011, including updates to salary increase, mortality and retirement rates. The 
Experience Study report may be accessed on the CalPERS website at www.calpers.ca.gov under Forms and 
Publications. 
 
Discount Rate 
The discount rate used to measure the total pension liability was 7.15 percent. To determine whether the municipal 
bond rate should be used in the calculation of the discount rate for each plan, CalPERS stress tested plans that would 
most likely result in a discount rate that would be different from the actuarially assumed discount rate. The tests revealed 
the assets would not run out. Therefore, the current 7.15 percent discount rate is appropriate and the use of the 
municipal bond rate calculation is not deemed necessary. The long-term expected discount rate of 7.15 percent is 
applied to all plans in the Public Employees’ Retirement Fund (PERF). The cash flows used in the testing were 
developed assuming that both members and employers will make their required contributions on time and as scheduled 
in all future years. The stress test results are presented in a detailed report called “GASB Crossover Testing Report” 
that can be obtained at CalPERS website under the GASB 68 section. 
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The long-term expected rate of return on pension plan investments was determined using a building-block method in 
which 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, staff took into account both short-term and long-term market 
return expectations as well as the expected pension fund (PERF) cash flows. Taking into account historical returns of 
all the Public Employees Retirement Funds’ asset classes (which includes the agent plan and two cost-sharing plans or 
PERF A, B, and C funds), expected compound (geometric) returns were calculated over the short-term (first 10 years) 
and the long-term (11-60 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 each PERF fund. 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 equal to 
the single equivalent rate calculated above and rounded down to the nearest one quarter of one percent. 
 
The table below reflects 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. The target allocation shown 
was adopted by the Board effective on July 1, 2014.  
 

Asset Class 
Current Target 

Allocation 
Real Return  
Years 1 – 10 1 

Real Return  
Years 11+ 2 

Global Equity 47.0% 4.90% 5.38% 
Global Fixed Income 19.0% 0.80% 2.27% 
Inflation Sensitive 6.0% 0.60% 1.39% 
Private Equity 12.0% 6.60% 6.63% 
Real Estate 11.0% 2.80% 5.21% 
Infrastructure and Forestland 3.0% 3.90% 5.36% 
Liquidity 2.0% (0.40%) (0.90%) 

 
1 An expected inflation rate of 2.5% used for this period. 
2 An expected inflation rate of 3.0% used for this period. 
 
Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate. 
The following presents the District’s proportionate share of the net pension liability calculated using the current 
discount rate, as well as what the net pension liability would be if it were calculated using a discount rate that is one 
percentage point lower (-100 basis points) or one percentage point higher (+100 basis points) than the current rate: 
 

1% Decrease 
(6.15%)

Current 
Discount Rate 

(7.15%)
1% Increase 

(8.15%)
District's proportionate share of the net pension liability 731,000$            495,000$            299,000$             
 
Pension Plan Fiduciary Net Position 
Detailed information about the pension plan’s fiduciary net position is available in the separately issued CalPERS 
Comprehensive Annual Financial Report. 
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NOTE 9 – FUND BALANCE 
 
Fund balance components at June 30, 2018, were as follows: 
 

General Fund
Capital 

Projects Fund
Endowment 
Care Fund

Total 
Governmental 

Funds
Nonspendable

Revolving cash 200$              -$                  -$                  200$              
Endowment care corpus -                    -                    1,215,072        1,215,072        

Total Nonspendable 200                -                    1,215,072        1,215,272        
Assigned

Capital projects -                    390,693          -                    390,693          
Endowment earnings reinvestment -                    -                    972,889          972,889          

Total Assigned -                    390,693          972,889          1,363,582        
Unassigned 2,829,452        -                    -                    2,829,452        

Total Fund Balances 2,829,652$      390,693$        2,187,961$      5,408,306$      

 
 
 
NOTE 10 – PARTICIPATION IN A JOINT POWERS AUTHORITY 
 
The District is a member of a JPA, SDRMA.  SDRMA provides liability, property, and crime damage, as well as coverage 
for workers’ compensation.  The relationship is such that the JPAs are not component units of the District for financial 
reporting purposes. 
 
These entities have budgeting and financial reporting requirements independent of member units and their financial 
statements are not presented in these financial statements; however, fund transactions between the entities and the District 
are included in these financial statements.  Audited financial statements are available from the entity. 
 
During the year ended June 30, 2018, the District made payments of $9,079 and $20,522, for property and liability; and 
workers’ compensation, respectively. 
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GENERAL FUND – BUDGETARY COMPARISON SCHEDULE 
FOR THE YEAR ENDED JUNE 30, 2018 

 

 Variance with 
Final Budget - 

Positive / 
Original Final Actual  (Negative) 

REVENUE
Program Revenue:

Charges for services 448,058$        448,058$        337,106$        (110,952)$       
Property taxes, general purose 665,600          665,600          690,697          25,097            
Grants and contributions not
 restricted to specific programs -                    -                    12,354            12,354            
Revenue from use of money -                    -                    18,920            18,920            
Other revenues -                    -                    14,441            14,441            

Total Revenue 1,113,658        1,113,658        1,073,518        (40,140)           

EXPENDITURES
Current:

Salaries and benefits 662,000          662,000          592,087          69,913            
Supplies and services 283,400          283,400          266,137          17,263            
Other charges -                    -                    3,669              (3,669)             

Capital Outlay -                    -                    13,256            (13,256)           

Total Expenditures 945,400          945,400          875,149          70,251            

NET CHANGE IN FUND BALANCE 168,258          168,258          208,669          40,411            
Fund Balance - Beginning 2,620,983        2,620,983        2,620,983        

Fund Balance - Ending 2,789,241$      2,789,241$      2,829,652$      40,411$          

Budgeted Amounts
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SCHEDULE OF PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

 
 

2018 2017 2016 2015
District's proportion of the net pension liability (asset) 0.013% 0.014% 0.017% 0.021%
District's proportionate share of the net pension liability (asset) 495,000$   491,000$   467,014$   510,301$   
District's covered payroll 278,101     297,408     266,230     241,099     
District's proportionate share of the net pension liability (asset)
 as a percentage of its covered payroll 178% 165% 175% 212%
Plan fiduciary net position as a percentage of the total
 pension liability 75% 76% 80% 81%

 
 
The amounts presented for each fiscal year were determined as of June 30 of the prior fiscal year. 
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SCHEDULE OF CONTRIBUTIONS 

 
 

2018 2017 2016 2015
Contractually required contribution 109,278$   105,815$   101,102$   78,050$     
Contributions in relation to the contractually required
 contribution (109,278)    (105,815)    (101,102)    (78,050)      

Contribution deficiency (excess) -$             -$             -$             -$             
District's covered payroll 342,341     278,101     297,408     266,230     
Contributions as a percentage of covered payroll 32% 38% 34% 29%
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